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CHAPTER 1: EXECUTIVE SUMMARY

Bosnia and Herzegovina (BiH) can offer rewards to prepared and persistent investors.  BiH is open to foreign investment, with foreign investors subject to essentially the same treatment under the law as domestic businesses.  

However, U.S. investors will be subject to the same obstacles that face local businesses.  Unfortunately, these obstacles are numerous and create a generally challenging business environment in BiH.  These difficulties can be attributed to the multi-tiered and divided government that is a consequence of the 1992-1995 war, as well as the inherent problems present in the transition from a command to a market economy.

The most prominent consequence for business of divided government is the absence of a single economic space in BiH.  In many respects, a business operating in BiH in the two entities of the Federation of BiH (FBiH) and the Republika Srpska (RS) faces problems similar to operating in two different countries.  Between the two entities, factors such as business registration requirements and most taxation are separate and different.  As a result, there are extra costs and burdens to doing business in BiH.  The country is gradually tackling the reforms needed to create a single economic space.  These reforms either involve moving authority for certain governmental functions up to the national (or "State") level government, or harmonizing regulations between the two entities.  For example, at the end of 2003 the entities ceded authority over all indirect taxes to the State-level government, which will ultimately result in a single Value-Added Tax (VAT) for the whole country.  Similarly, a State-level law establishing international accounting and auditing standards was recently adopted.  However, the pace of these changes is slow, and it will take time before the legal and regulatory basis for a single economic space is truly internalized and put into everyday practice.

The multi-tiered government also results in a lack of transparency and creates numerous opportunities for corruption in business-government dealings.  Within the entities, regulations, taxes, fees, and inspection requirements can come from the entity or municipal government, and in FBiH from yet another layer of government known as a canton.  These government levels may dispute the jurisdiction that exists between them over business regulation.  A business may not be able to determine all of the rules and regulations governing its operation, given the lack of any central source of information.   As a result, it is extremely advisable that U.S. companies engage locally knowledgeable people to assist in business operations in BiH.  Local expertise can make it possible to navigate the ins and outs of the confusing maze of business regulation.  BiH is making some progress in business-government relationships.  For example, the Office of the High Representative (OHR) has created the “Bulldozer” Commission to remove bureaucratic barriers to business.  Bulldozer has had some success in achieving certain reforms, but progress is neither systematic nor complete.

The challenges of transitioning to a market economy can also be a hindrance to U.S. investors.  In particular, privatization opportunities have been slow to materialize in recent years, given the lack of political will to move forward.  Consensus is nowhere near being reached on when and how to privatize key government enterprises, such as in the telecommunications and energy sectors.  U.S. investors should keep apprised of movement on privatization in industries that may be of particular interest to them, but any general momentum on accelerating the pace of privatization is not expected before 2005.

Although reform of the economy to date has moved more slowly than some would like, the direction of that movement has been positive.  While there are relatively few American investors on the ground, European investors are increasingly visible, an indication that there are opportunities for those who look carefully.

CHAPTER 2: ECONOMIC TRENDS AND OUTLOOK

The Dayton Peace Accords were signed at the end of 1995.  Since then, Bosnia and Herzegovina has faced the triple challenge of recovering from the war, merging three ethnically-based economies still influenced by separatist agendas, and overcoming 50 years of communist rule. While the post-war reconstruction phase is now largely completed, Bosnia and Herzegovina is still in the process of transition to a market economy. As a result, BiH continues to be heavily dependent on international aid.

Macroeconomic Conditions

Per capita GDP in 2003 has been estimated at approximately US$1,822, with a total estimated nominal GDP of approximately US$7 billion. The real GDP growth rate in 2003 was estimated at 3.5%, according to official figures.  The IMF projection for 2004 real GDP growth is approximately 5%.  

BiH enjoys macroeconomic stability thanks to the adoption of a currency board in 1997, legally mandating that the local currency (the Convertible Mark or KM) be fully backed by hard currency (Euros) or gold. The currency board mechanism fixes the exchange rate at approximately 2 KM to the Euro. As a result, prices in BiH have remained stable since the introduction of the KM. Inflation in 2003 was only 0.6%, a rate that has remained steady in 2004. Central Bank reserves have risen steadily, registering KM 3.1 billion in May 2004, a sign of the continued strength of the currency board. Strong reform efforts in the banking and finance sector, including the establishment of banking regulatory agencies and a deposit insurance agency, have resulted in increasing confidence in the banking system.

Official statistics place the BiH unemployment rate at around 40 percent.  However, the "grey" economy is significant. Because labor costs for employers are high, many hire employees off the books. Similarly, employees deliberately underreport their income in order to avoid taxes. As a result, some World Bank estimates that take this unofficial employment into account place the unemployment rate at around 17%. There is little doubt, however, that the job market in BiH remains soft, the result of still-weak productive capacity and anemic investment.

According to official figures, BiH ran a current account deficit of approximately $US 2 billion in 2003, or roughly 30 percent of the country’s GDP. In 2003, for every dollar of exports, BiH took in more than three dollars in imports. Unless BiH can increase its productive capacity, the gap between imports and exports is likely to widen again, reversing a narrowing trend observed since 1997, when the ratio of imports to exports was 4-to-1. BiH’s emphasis on establishing free trade agreements (FTAs) with its neighbors could also help correct its trade imbalance. BiH’s major trade partners are Croatia, Germany, Slovenia, and Italy for imports. BiH exports the majority of its goods to Croatia, Germany, and Italy.

In terms of fiscal policy, governments at all levels in BiH have struggled to keep spending under control.  At the state level, expenditures have risen as BiH builds up its central institutions.  At the entity levels, spending pressures grow in part out of increasing demands to widen the safety net for pensioners and war veterans.  With an army to maintain in each entity, military spending is the highest in the region, at 6 percent of GDP.  Both entities are taking measures to lower this figure.  Other reforms entail streamlining government operations to limit wasteful and duplicative spending at various levels of government.  

On the revenue side, tax collection has been inefficient. Unpaid sales taxes cost entity governments an estimated US$1.5 million per month. Annually, the entities lose 30 percent of their revenue from customs evasion. Smuggling, especially of cigarettes, deprives government coffers of an estimated KM 500 million in customs revenues each year.  With assistance from the international community, both state and entity governments have taken steps to create more efficient tax administrations.  Governments have also implemented a single treasury system with a modern financial information management system that allows governments to more accurately monitor revenues and expenditures.  

Given the concessionary terms under which the international financial institutions (IFIs) have financed Bosnia (below market interest rates, 30-year payback periods, generous grace periods), the BiH government should be able to meet its debt obligations without major difficulties, assuming that economic reforms start taking hold, budget revenues remain steady, and other expenditures are kept under control.

Chapter 3:  POLITICAL ENVIRONMENT

The 1995 General Framework Agreement for Peace in Bosnia and Herzegovina (the Dayton Accords) ended the 1992-95 war and created the independent state of Bosnia and Herzegovina (BiH), previously one of the constituent republics of Yugoslavia. The agreement created two multi-ethnic constituent entities within the state: the Federation of Bosnia and Herzegovina (the Federation) and the Republika Srpska (RS). The Federation has a post-war Bosnian Muslim (Bosniak) and Croat majority while the RS has a post-war Bosnian Serb majority. The city of Brcko exists as a “self-governing neutral district” under an internationally appointed supervisor with executive authority.  The Constitution (Annex 4 of the Dayton Accords) established a central government with a bicameral legislature chaired by a rotating tri-partite speakership, a three-member presidency (consisting of a Bosniak, a Serb, and a Croat), a Council of Ministers with 8 ministries and a Prime Minister, a Constitutional Court, and a Central Bank. The Accords also assigned many governmental functions to the two entities. The Federation has its own president, bicameral parliament and government.  In addition to this, the Federation is sub-divided into ten cantons, which have their own parliaments and governments.  The RS is a unitary entity with an assembly, entity government, and a directly elected president. The Accords also provide for the Office of the High Representative (OHR) to oversee implementation of the civilian provisions of the Dayton Accords. OHR has the power to impose legislation and remove officials who obstruct the implementation of the Dayton Accords. 

In the Federation, the President appoints the Prime Minister, subject to parliamentary approval. The Federation Parliament is bicameral. Parallel Bosniak and Croat government structures continue to exist in practice in some areas of the Federation. In the RS, the President is directly elected, while a Prime Minister elected by Parliament heads the government. The unicameral Parliament, called the RS National Assembly, is elected on a proportional basis. In the city of Brcko, the internationally appointed supervisor has executive authority and is empowered to address such issues as taxation, law enforcement, district management, and composition of the district assembly. 

Following general elections held in October 2002, a new central government took power consisting of a post-election coalition that once again included the nationalist, ethnically-based wartime parties.  The Bosniak nationalist Democratic Party of Action (SDA), the Bosnian Croat nationalist Croatian Democratic Union (HDZ), and the Bosnian Serb nationalist Serb Democratic Party (SDS) joined political forces in 2002 following two years of governance by a moderate coalition, the Alliance for Change, which faced a host of political hurdles during its relatively short mandate. The SDA-HDZ-SDS coalition, despite stark nationalist differences, managed to push through important reform measures – largely due to international pressure – that have placed BiH on the path to Euro-Atlantic institutions.  These important measures include the passage of legislation on defense reform, intelligence reform, and state-level tax reform.  In the RS, BiH Foreign Minister Mladen Ivanic’s moderate PDP party remained in coalition with the Serb nationalist SDS party as well as the Bosniak SDA. The political environment in the RS has been relatively rocky over the past year, largely due to SDS inaction against indicted war criminals and the international community’s subsequent sanctions against the party in mid-2004 as a result of this inaction. Municipal elections are planned for October 2, 2004. Like the 2002 elections, the municipal elections in October 2004 will be conducted entirely by the BiH government and local authorities.  All previous elections were conducted by the Organization for Security and Cooperation in Europe (OSCE).  Given recent amendments to the entity election laws, the October municipal elections will be the first time that citizens will have the opportunity to directly elect their local mayors.

The United States enjoys wide respect and influence in BiH as a result of its essential role in promoting peace and stability in the region. The U.S. role was highlighted during the negotiation of the Dayton Peace Accords, which ended three years of brutal war and "ethnic cleansing" in BiH. Ethnic tensions remain and discrimination against ethnic minorities continues, particularly in some Bosniak-minority areas, especially towards refugees and displaced persons. 

U.S. policy seeks to maximize economic, social and political reform via full implementation of the Dayton Peace Accords and its accompanying annexes which address judicial reform, elections and democratic governance, returns of displaced persons and refugees, military stability, public security and law enforcement, and reduction of illegal institutions and corruption. The United States is fully engaged with the BiH government to enact these reforms.

Both the Federation and RS Constitutions provide for an independent judiciary; however, the legal system is unable to adequately protect the rights of either victims or defendants in either criminal or civil cases.  Criminal and civil codes are inefficient and trial procedures ineffective. Even when the courts render a fair judgment, local officials and the court police often ignore or refuse to implement their decisions, seriously hampering economic activity.

CHAPTER 4: Marketing U.S. Products and Services

A.
Distribution and Sales Channels

There are two distribution systems in BiH: one in the Federation and one in the Republika Srpska (RS), the result of different legal frameworks in the entities. Although much effort has been made to harmonize the entities’ legal systems, there are still significant differences, especially in their tax regimes. Consequently, many manufacturers have developed multiple distribution channels and contract with multiple distributors to cover both the Federation and RS. 

There are three dominant types of distribution channels in BiH: i) for consumer goods, producer to wholesaler to retailer to consumer; ii) for industrial goods, producer to industrial user, and producer to distributor to industrial user; and iii) for services, service provider to consumer or industrial user. Insurance companies, marketing research firms, financial institutions (banks), advertising agencies, and transportation firms facilitate the movement of goods and services. Unique to BiH is the lack of public warehousing facilities.

Wholesaling:  Wholesalers are the real channels for providing transportation, product storage, market information, financing, and risk management.  Most wholesalers are independent full-functioning merchant wholesalers, which includes the importing and distributing of goods. Although wholesalers are engaged in retailing, only a few of them have made significant efforts to develop a retail operation. Shopping centers “Visa” and “VF Komerc” are owned and operated by VF Komerc, a very successful wholesaling operation. Manufacturer-owned and retail-owned wholesale operations are almost non-existent in BiH.

Foreign companies control their distribution channels in a variety of ways. Some manufacturers have opened representative offices in order to control distribution channels as well as overall marketing efforts. P&G, Wrigley’s and Oracle are good examples. Wrigley’s relies on three distributors and a number of small jobbers to penetrate the market. The company also has sales offices across the country to coordinate marketing efforts. Oracle covers the market through a network of business partners, usually smaller IT companies. P&G has one capable distributor that covers the whole country. In addition, companies like IBM and HP rely on strong local companies to control distribution channels.  

Some foreign companies have established a local presence to either build their own distribution operation or to sell directly to consumers. Siemens and Ericsson are an example of the latter. Siemens’s sales office covers a variety of sectors from telecom to energy to medical equipment, marketing directly to larger consumers such as telecom operators, electric utilities, and hospitals.

Coca-Cola Beverages BiH is an example of a very successful manufacturer-owned vertical marketing system. Coca-Cola Beverages BiH commenced operations in BiH in 1996 and put an emphasis on building an intensive distribution system. The company began establishing regional sales branches and distribution centers while its coolers flooded supermarkets, groceries, gas stations, and cafeterias, providing saturation coverage of the market and enabling purchasers to buy the product with a minimum of effort. Soon the company served the entire territory of the Federation, with a view to expanding into the RS. At first, the company imported products from their bottling facilities in Croatia and elsewhere. As soon as the distribution system was in place in BiH, the company started investing in local production. It first contracted a local brewery to start a limited production. Three years ago, Coke built a state-of-the-art bottling plant in Sarajevo that supplies the entire BiH market. Today, the company has a full-fledged vertical marketing system designed to improve distribution efficiency and cost effectiveness that covers the whole country. Although the retailers are independently owned and operated, they cooperate with Coke because of its strong brand reputation and effective working relationships built up over the years.

Retailing:  The country’s numerous retailers come in a variety of forms, but in general retailers are too small and have too little financial power to control distribution channels.  Expensive real estate and administrative obstacles present a significant problem for developing retail activity. However, this seems to be changing. The appearance of shopping malls has changed the face of the retail market. The Slovene retail and wholesale giant Mercator advertises its upscale shopping center in Sarajevo as “the best party in town”. The previously mentioned Visa and VF Komerc are equally popular among shoppers. Compared with the polished and classy Mercator, the French Interex is a discount house that attracts price-conscious consumers. Food items are also sold in small independent groceries.  

Clothing, electric appliances, and furniture are sold in specialty stores. There are a few chain stores in BiH, including Bennetton and Bata Shoes, with some upscale clothing stores such as Versace and Max Mara.  Automatic merchandising through vending machines is also very limited.  

Direct sales are becoming increasingly popular.  Zepter (cookware, cosmetics), Amway (cosmetics, home cleaning products, vitamins), Royal Sales International (cleaning products, cosmetics, vitamins), Golden (cleaning products, cosmetics, vitamins), Oriflame (cosmetics), Tupperware, and Grawe (life insurance) are examples of direct marketing in BiH.  Sales are usually carried out via formal or informal multi-level marketing groups or direct sale chains.  Often informal gatherings and/or parties are used to present the products.

B.
Use of Agents and Distributors; Finding a Partner

Finding an agent and/or distributor is the most effective way to market consumer goods. This is also true for many industrial goods such as information technology equipment. Reliable and capable potential partners can be found, but care needs to be exercised. It is recommended that a confirmed letter-of-credit be used when conducting business with a new local partner.

The Commercial Service can provide International Company Profiles (ICPs) that encompass a thorough background check of potential clients and representatives. Reports include up-to-date information on such as:  bank and trade references, principals, key officers and managers, product lines, number of employees, financial data, sales volume, reputation and market outlook.

The following are some U.S. companies that have lined up distributors in BiH: Wrigley’s (Ataco), Kraft Jacobs (Piramida), Sara Lee (Andrea & Giovanni), Procter & Gamble (Orbico), Microsoft and Cisco (Logosoft), IBM (BBS), Goodyear (Unitrade), and Caterpillar (Bostek).

C.
Franchising

Franchising has not been used extensively in BiH as a way of marketing goods and services, although Hertz and Budget are examples of small franchise operations. This may indicate a potential market for a number of goods and services such as fast food, catering, and cleaning, although U.S. franchises should be prepared to shoulder much of the startup costs/financing.

D.
Direct Marketing

Direct-response selling is relatively unknown in BiH. However, with the steady growth in credit card usage, there are attempts to market consumer goods by way of catalog sales and e-commerce. The German company Neckermann is doing both, but with limited success. 

E.
Joint Ventures/Licensing

Joint Ventures

Joint ventures are becoming an increasingly popular way of penetrating the BiH market.  Volkswagen has a 58 percent stake in an automobile assembly operation near Sarajevo. The remaining 42 percent is owned by the Slovene company Prevent.

The Law on the Policy of Foreign Direct Investment and the Law on Companies regulate the establishment of joint ventures, investment in companies with mixed ownership, as well as other types of foreign or domestic investment. These laws, adopted in 1999, are very similar to the German Company Law. Establishment procedures require a local lawyer, a notary public, and registration with the local Court. The only significant restriction on foreign investment is the limitation of foreign ownership in the defense and media sectors to 49 percent.

Licensing
Licensing appears to be a good way to tap into local markets but requires a financially strong partner with good management skills. One such example is Coke’s bottling operation in Sarajevo, owned by the Hellenic Bottlers from Greece. Unlike Coke, Pepsi contracted out two bottlers, one in Sarajevo and one in Banja Luka, to cover the market. One privately owned company, Teloptic from Sarajevo, has acquired a license from the German Sinalco to bottle its soft drinks.

There are no specific laws regulating this area other than the Law on Obligations (“Commercial Code”), which addresses contract law. The licensing contract should also cover intellectual property rights issues (trademark, model, patent or copyright), payments/royalties, the term of the contract, restrictions on using trademarks, etc. A lawyer should be consulted to ensure that provisions of the contract do not contravene BiH law, making the agreement null and void. 

F.
Steps to Establishing an Office

The State Law on Foreign Trade Policy and the Federation Law on Foreign Trade (Article 39) govern the establishment of a representative office. A representative office is not considered a legal person under BiH law. Representative offices are not permitted to conclude contracts in their own names. Activities are limited to market research, contract or investment preparations, technical cooperation, and similar business facilitation activities.  

Prior to opening a representative office, a company must enter it into the Registry of Representative Offices, maintained by the State Ministry of Foreign Trade and Economic Affairs and the entity Ministry of Trade. Registration procedures and establishment are regulated by the Decree on Conditions for Establishment & Operation of Foreign Representative Offices (1995). An application must be submitted to the Ministry that contains the following documentation:  

1) 
The Constitution Act -- Decision of the founder (parent company) to establish the rep office -- which contains the following information:

--
name and address of the founder;

-- 
name and address of the office (in BiH);

--
name and address of the branch office (if such exists);

-- 
scope of activities of the office;

--
terms of reference of the office;

-- 
names of persons managing the office;

2) 
A certified document proving registration of the parent company in the home country;

3)
A certified statement of liability for all liabilities that stem from activities of the office;

4)
Appointment of the person in charge of the office (in BiH);

5)
Information concerning the number of employees at the office, including a breakdown of foreign employees.

All documents must be originals and an authorized court translator must translate the documents into the local language. If documentation is complete and correct, the registration procedure should be completed within 30 days. The Ministry will appoint the office by a decree that will be published in the Official Gazette. After receiving the decree, the office must notify the Ministry within 90 days of the beginning of operation. If the office fails to do so, the appointment will be cancelled.

More information on the registration process can be obtained from:

Mr. Dragisa Mekic, Assistant Minister

Ministry of Foreign Trade & Economic Affairs

71000 Sarajevo

Tel: 387-33-444-280 

Fax: 387-33-220-546 

A representative office is permitted to hold both foreign exchange and domestic currency accounts with local banks. Office equipment can be imported free of customs duties, on the basis of a temporary permit with the possibility for extensions. Office vehicles may be imported but only for expatriates. Expatriates are not required to pay local income taxes and contributions. Residence and work permits are required for expatriates.

G.
Selling Factors/Techniques

Due to the tight credit situation, the ability to provide commercial financing is the key factor in selling both industrial and consumer goods. Most buyers prefer to pay monthly installments, even for low-cost goods. Other factors/techniques critical to success are close and frequent contact with buyers, motivated and trained intermediaries, and aggressive market promotion. Selling to state-owned companies and other state entities still depends on cultivating relationships. Foreign companies complain that state-owned company officials usually request some form of kick-back, which U.S. companies are prohibited from offering. Therefore, internationally financed public procurements offer the best opportunity for transparent purchasing decisions. Private sector growth augurs well for Western businesses that are accustomed to selling products based on pricing, product quality, and servicing ability.  Marketing techniques will not vary greatly within this business segment.

H.
Advertising and Trade Promotion

Advertising

Advertising is no longer the only marketing tool in BiH.  Increasingly, numerous companies engage in direct marketing, which includes door-to-door contacts, material distribution and special offers, as well as extensive advertising of products and services.  Although there is a lot of local advertising, nationwide exposure is increasingly available and companies are using this approach extensively.  Through TV networks companies are able to place advertising that reaches a countrywide audience.  Television, radio, and newspapers are the leading advertising media, followed by magazines. However, outdoor advertising is becoming increasingly popular.  Recent data indicates that 68 percent of adverting is conducted through TV, followed by 20 percent through outdoor advertising, while radio and print media account for 6 percent each.

Clearly, electronic media is the most popular advertising medium.  There are total of 183 radio and TV stations throughout the country.  In addition to the public broadcasters operating at state and entity level, in the Federation 90 radio stations and 28 TV channels are currently broadcasting, compared to 52 radio stations and 3 TV channels in the RS.  BHT covers the entire country.  Mreza Plus, an independent network of stations, is represented in about 70 percent of the country.  OBN, a private TV station, covers approximately the same percentage.  BH Radio 1 covers the entire territory of BiH and is considered to have the largest radio audience.  Boram network with 18 stations is another way of reaching the entire country through radio.  Public broadcasters continue to have the largest market share.  Cable television is rapidly developing in urban areas of BiH.

Radio is the most popular marketing tool at the local level.  When it comes to print media, the market is characterized by a large choice of newspapers and magazines with relatively small circulation.  Eight dailies and a number of weeklies are currently published in BiH.  Newspapers and magazines are primarily distributed in the entity where they are published. However, there are examples of independent media distributed across the country.  Almost all the major print media are privately owned and cover a variety of subjects including politics, sports, culture, fashion, automobiles, and entertainment.

Quality outdoor advertising is rapidly developing in BiH, with a focus on urban areas and main roads and highways.  Metropolis Media and Europlakat are the main firms in this market, providing billboards, bulletins, and displays.

There are many local and foreign marketing agencies.  Media Group and Media Pool are two key adverting groups.  Media group includes BBDO and McCann Erickson, while Media Pool consist of SV-RSA, Fabrika, J.W. Tomphson, Communis and M.I.T.A. Group Publics/Saatchi&Saatchi.  Local agencies are very active in convincing local businesspeople that advertising pays.

Direct mailing is a very popular advertising tool, with direct mail campaigns being pursued in a number of ways, such as leaflets placed under car windshield wipers, mailbox brochures, or advertising materials placed in newspapers.

Trade Promotion

Trade events and fairs are probably the best way to market products and services in BiH and locate partners and distributors. The trade fair sector in BiH has been growing rapidly in the last three years. Local and foreign firms rely on trade fairs to establish business connections, gain market visibility, and learn about new technology.  While Sarajevo is the heart of most commercial activity, trade events are held throughout BiH.  Regional centers like Banja Luka, Zenica, Tuzla, Mostar and Bihac are very active in trade promotion. The trade events calendar for 2005 is provided through the link listed in Chapter 13.

I.
Product Pricing 
Most goods are price sensitive due to very low disposable incomes. However, quality matters for many goods such as luxury products, appliances, electronics, vehicles, etc. Liberalization of the market has put pressure on domestic producers to bring pricing down. Prices of essential products and consumer goods are generally lower than in Croatia.  However, the level of prices in BiH is relatively high compared to prices of similar products/services in Western European countries and especially compared to prices in the United States, which are on average 40 percent lower. Consequently, imported products are price competitive. Although the markets generally determine prices, certain goods and services are still subject to government control (electricity, gas, telecom services). The government has the ability to influence pricing policy at companies under its direct or indirect control.

J.
Sales Service/Customer Support

Sales service and customer support is relatively undeveloped as a marketing tool. In this respect, foreign companies and their distributors are offering a new, upscale service. When selling capital goods, sales services and customer support in terms of maintenance and training is essential. This is another area where a well-trained local distributor can provide a competitive edge. 

K.
Selling to the Government

There is a move to streamline all government procurement by introducing a state-level law on procurement.  Currently, both entities have their own regulations.  While some progress has been made in terms of transparency, most tenders still do not conform to internationally accepted standards. In general, state-owned companies prefer to buy from local companies. For this reason, developing a relationship with the government, state-owned companies, or finding a well-connected distributor can make all the difference.

Most major government procurement is still financed through either multilateral banks or bilateral donor assistance.  Therefore, procurement is subject to the donor's rules and procedures. For example, tenders financed by the World Bank and the EBRD must be conducted pursuant to the respective organization’s procurement guidelines. These tenders are generally open and transparent, with an emphasis on meeting the tender specifications and price competitiveness. 

Tenders that are financed by bilateral donors are generally conducted in a manner that conforms to the donor country’s procurement rules. Typically, there is a competitive restriction attached to bilateral donor monies. Such procurements are open only to companies from the donor country while third-country suppliers are excluded. However, there are exceptions. For example, the EU provides substantial funding through PHARE for procurements; PHARE-financed tenders are usually restricted to EU companies. However, U.S. subsidiaries that satisfy the requirements for designation as a European company would be eligible to compete in these tender competitions.

L.
Need for a Local Attorney

The complex and rapidly changing legal environment dictates the need for a local attorney. Bosnian attorneys’ experience base is still limited with respect to legal questions and issues that arise in a market-oriented economy.  However, local lawyers are quickly learning as they gain experience in working with international organizations and companies who are operating in BiH. Companies’ in-house legal counsel should be prepared to oversee their in-country counsel, with explicit explanations and directions regarding objectives.

CHAPTER 5: Leading Sectors for U.S. Exports and Investment

A.
Best Trade Prospects: Industry Sector

Sector Rank = 1

Power Transmission Equipment (PTE), Electric Power Systems (ELP)

The electric power system is operated by three state-owned companies: Elektroprivreda BiH (EPBiH); Elektroprivreda Hrvatske Zajednice Herceg-Bosna (EPHZHB); and Elektroprivreda Republika Srpska (ERPS).  EPBiH and EPHZHB serve the Federation, while EPRS serves the RS.  Each company is vertically integrated with generation, transmission, and distribution departments.  The electric power system has a total installed capacity of approximately 3,991 MW.  There are 4 coal-fired thermal power plants (Kakanj, 578 MW; Tuzla, 779 MW; Gacko, 300 MW; and Ugljevik, 300 MW) with 1,957 MW of installed capacity.  The thermal power plants account for 49 percent of total installed capacity and for 60 percent of production.  Their average age is 23 years.  The thermal power plants are fueled by lignite and brown coal sourced from nearby coalmines.  In addition to thermal plants, there are 13 hydro power plants (HPP) with 2,034 MW of installed capacity and an average age of 22 years.

BiH is a net exporter of electric power despite its aging infrastructure, and a positive cash flow will support planned infrastructure improvements.  There are significant needs for additional investments in generation, transmission, and distribution facilities/equipment including boilers/auxiliary systems; computers/software; diesel/generators; emissions control equipment and systems; information technology; testing equipment and tools; instruments and controls; transmission and grid technology; wastewater treatment and pumps/compressors/valves/piping.

Currently, the World Bank and other co-financiers, including the European Bank for Reconstruction and Development (EBRD), the European Investment Bank (EIB), and the United States Agency for International Development (USAID) are implementing a $250 million reconstruction and modernization project with the aim of rehabilitating the high-voltage (400, 220, and 110 kV) network and reconnecting BiH with the regional power grid (UCTE).  The implementers of the project are the three electric power companies in BiH: EPBiH, EPHZHB, and EPRS, and the Joint Power Coordination Center (ZEKC).  The project is in the implementation phase, with tenders already issued for i) reconstruction of 400, 220, and 110 kV transmission lines; ii) reconstruction of 400, 220, 110 kV transmission substations; and iii) reconstruction of distribution networks.

Sector Rank = 2

Telecommunications Equipment (TEL)

One of the fastest growing segments of the BiH economy, the United Nations Development Program estimates that about EUR 400 million will be invested in the ICT sector in the next two to three years. Switching capacity rose from 272,000 in 1996 to 1,060,000 in 2001. However, phone penetration is still low, with approximately 25 lines per 100 inhabitants. Switching capacity is about 70% digitalized, but with the goal of achieving full digitalization by 2005. The incumbent operators all have international and transit ATM switches connected with fiber optic cables (SDH 155 Mbit/s). The transmission systems are fully digitalized. Today, technologies such as DSL, ADSL and ISDN are slowly making inroads to the market but remain too expensive for most subscribers. 

Mobile communications have grown significantly in the last 2-3 years. It is estimated that about 60% of the territory and 75% of inhabitants are now covered with 900 MHz GSM networks. It was the introduction of pre-paid service, however, that sent the number of subscribers to previously unimaginable levels. The Communications Regulatory Agency has mandated operators to increase the coverage of population and territory to 80%, and of major roads to 100% by 2004. In addition, there is a need for more wireless local loops or cellular local loops to cover rural areas, which at present do not have access to any kind of telephone service. 

With some 1.6 million subscribers in both fixed and mobile networks, state-owned BH Telekom and Telekom Srpske are the most important providers of telecommunications services (fixed, mobile, data) in Bosnia and Herzegovina. BH Telekom serves some 984,807 subscribers: 502,000 in its fixed network and 482,807 in its mobile GSM network. Telekom Srpske has approximately 640,000 subscribers: 300,000 in its fixed network and 340,000 in its mobile network. Revenues and profits in the sector are significant. In 2002, with EUR 248 million in revenue, BH Telekom’s profits were EUR 74 million. In the same year, Telekom Srpske’s profits were EUR 43.5 million with EUR 142 million in revenue. Smaller players include HT Mostar, with some 100,000 subscribers in its fixed network, and Eronet, with some 115,000 in its mobile GSM network. In addition, there are 38 licensed Internet Service Providers (ISPs) and 56 network operators. However, Internet penetration is extremely low. Recent growth of Internet and cable TV networks offers new opportunities for American manufacturers.

The incumbent operators still represent the most important clientele for equipment manufacturers. Both BH Telekom and Telekom Srpske have expressed a desire to upgrade their networks in order to increase their market value before privatization. In 2002, Telekom Srpske obtained a EUR 30 million loan from the EBRD to finance the modernization of its network. In addition, BH Telekom appears to have ambitious plans. The company wants to increase the number of subscribers in its fixed network to 650,000, increase digitalization to 90%, introduce new services such as IN, VPN, and xDSL, and develop a system for centralized management of the network by 2005. BH Telekom also has plans for its mobile network. The company wants to increase its number of subscribers to 1 million, install 114 new base stations to improve the coverage, introduce new services such as GPRS and MMS, and expand the network in the 1800 Mhz spectrum. The improvements/introductions planned for BH Telekom’s data network include the implementation of a multi-service network based on the IP/MPLS technology, introduction of VoIP, and introduction of a broadband network using the existing access network (copper).

Rank = 3

Construction Sector (SVC (ACE), BLD, CON)

Bosnia and Herzegovina has a well-developed construction industry, spanning design and structural engineering, building construction, civil engineering, and building material supply and production.  It is estimated that there are some 3,000 businesses countrywide engaged in construction in all sectors of the industry.  They employ approximately 100,000 people.  There are significant clusters of construction businesses in all major population and commercial centers.  They include design and technical consultancies, building and civil engineering companies, and building material manufacturers/suppliers.

The sector lacked state-of-the-art equipment before the war and much of the equipment that existed in 1992 was either destroyed or is out of order.  Companies bought new equipment, but seldom in a strategic way.  It is expected that as the construction sector moves to the next phase of urban renewal – new housing and commercial construction – it will need to invest in key equipment to redress the current imbalance.  Also, more advanced technical equipment will be required to improve productivity in this sector.

The construction industry in BiH offers the widest possible spectrum of business opportunities, ranging from strategic partnerships with competent specialists in the design and construction of buildings and major civil engineering work, to supply of construction equipment, to production and supply of building products used in the construction industry.

The potential for growth in this market is significant.  There is a high level of latent demand for housing. Businesses need new factories and a transportation network to improve efficiency.  Major road and railway reconstruction and development projects are under implementation.  The World Bank approved a $30 million loan in support of the Road Management and Safety Project to rehabilitate 570 kilometers of roads and improve the capacity for road maintenance.  In the railway sector, the EBRD and the IEB are jointly funding a EUR 56.4 million project aimed at reconstructing the major railway corridors.  In addition, BiH is preparing to embark on a series of major civil engineering developments involving the strategic transport corridor for Southeast Europe (Corridor Vc), new inter-city roads, and new energy generation and distribution plants.  

All materials used in the BiH construction industry are subject to testing.  These requirements can be met with a manufacturers’ certification of quality and conformity, or by submitting materials for testing and approval to building institutes affiliated with a BiH university.  Regulations affecting building construction materials used in BiH are somewhat less demanding than those for the civil engineering sector, where all component materials must be submitted for prior testing and approval by authorized testing laboratories affiliated with the local Institutes of Architecture and Structural Engineering.

B.
Best Trade Prospects: Agricultural Sector

Sector Rank = 1

Fruits and Vegetables 

Total Value of Imports (2002) KM 143 mil, or $86,7 million *

The agricultural sector offers interesting opportunities for U.S. exporters and/or investors in the areas of exporting/processing fruits and vegetables, poultry and meats.  With a climate and terrain suitable for a variety of fruits and vegetables, the greatest investment potential in the agricultural sector lies in the production and processing of fruits and vegetables.  Before the war, berry (strawberry, blackberry, and raspberry) production was in excess of 10,000 tons annually, of which over 20 percent was exported.  Much was used for the production of fruit juices and other processed fruit and vegetable products.  The sector continues to be relatively strong.  Two private companies, producing cabbage salads, pickles and peppers, export nearly 40% of production. 

The majority of farms are small, family-owned units.  Land ownership laws make it extremely difficult for large, single-owner land holdings.  This structure best facilitates crops that require intensive hand labor.  Consequently, berries, cabbage, cucumbers, tomatoes, potatoes, and peppers are all grown in large quantities in Bosnia and Herzegovina.  Despite the abundance of produce, Bosnia and Herzegovina lacks an adequate food-processing sector.  Existing factories are operating at a fraction of their capacity, and BiH imports many items that could be produced locally.  

Within the food-processing sector, one of the best prospects for trade is in packaged fruit juice.  Currently over 80 percent of local demand is met by imported brands.  Fruit juice manufacturers produce juice by adding water to concentrate and then packaging the product.  In 2002, BiH imported around $60 million of mineral water and juices.  At a relatively low cost, Bosnian companies could produce and package the juice, decreasing dependency on foreign juice imports.  

Sector Rank = 2

Meats and Livestock

Total Value of Imports (2002) KM 200 million or $121 million *

As with the dairy and poultry sectors, demand for meat greatly exceeds domestic production.  ADVANCE \u3

ADVANCE \d3It is estimated that total per capita consumption of meat is around 35 kg (of which 14 kg is beef).  Consumption is expected to grow to 40 kg (16 kg beef) by 2006.  Total pre-war consumption of meat was 42 kg per capita.  Total consumption of meat and meat products is around 133,000 MT and total consumption of beef is estimated at 53,200 MT.  It is estimated that imports of live animals, meat and meat products in 2002 were around 200 million KM ($119.4 million).  Officially reported imports** in 2001 were 145 million KM ($86.5 million) or around 49,500 MT.  Meat and meat products make up 70% of all animal product imports.  Frozen beef accounts for 25%.  Officially reported exports were around 3,500 MT. 

As with other sectors, the primary impediments to increased local production include lack of capital to modernize breeding, growing, and slaughtering facilities, as well as inadequate health and safety standards.  Privatization of processing and slaughtering facilities would help to spur investment in new technologies and techniques to increase efficiency.  Additionally, further development of maize and other cereal grain crops would also increase domestic yields.  

Sector Rank = 3

Milk and Dairy Products

Total Value of Imports (2002) KM 111.5 million or $67.6 million*

Additional import replacement opportunities exist in the milk and dairy product sector.  In 2002, approximately 162 million liters of milk were produced but over 450 million liters were consumed (i.e., up 65% is imported).  At the same time, the quantity of milk purchased and processed by local dairies was only about 80 million liters, or less than 50% of domestic production.  Thus, more than half of locally produced milk is consumed on the farm or processed and sold at local outdoor markets.  A significant portion of domestic dairy consumption is imported, including fluid milk. 

Most local dairies produce pasteurized milk, yogurt, and fresh/cottage cheese.  Production of long–life (UHT) milk is low.  Production of hard aged cheese is low because of its lower profitability in comparison with fluid milk and yogurt.  Long shelf-life products account for 34% of total dairy production. Cheese accounts for 8%.  Production of cream, spreads, flavored milk drinks, butter, and flavored yogurts is almost non-existent.

Several factors inhibit greater domestic yields: the lack of a veterinary certification system that is capable of guaranteeing product safety; inadequate hygiene and sanitary conditions in milk processing facilities; outdated and/or obsolete equipment and processes; lack of modern packaging equipment and machinery; and shortage of credit facilities.  

There are many opportunities for investors.  The government recently declared that Bosnia should become self-sufficient in milk production.  Several large state-owned, milk processing facilities are slated to be privatized in the near future.  Joint ventures, licensing arrangements, and mergers could help domestic producers compete effectively with imports by introducing new quality and safety standards, more efficient supply-chain management, modernized equipment, and effective marketing strategies.  Import replacement opportunities also exist for niche market products such as cheese, yogurt, sour cream, and ice cream. 

Sector Rank = 4

Chicken and Poultry

Total Value of Imports (2002) KM 32.4 million or  $19.6 million *

Outside of the fruit and vegetable industry, there are limited opportunities for exporting agricultural products.  However, import replacement opportunities exist, particularly in the chicken and poultry sector.  Domestic production fulfills approximately two-thirds of demand for poultry products.  A few years ago the market for processed poultry meat was rather poor and only fresh/frozen whole chickens, leg quarters, and, at times, chicken lunchmeat, could be found for sale.  There are now a variety of processed meat products on the market such as breast filet, chicken kabobs with peppers, marinated chicken legs and mixed cuts that have been prepared for barbecuing.  These products are very popular among higher income consumers.  Chicken is the most popular form of poultry.  Turkey is rarely produced in BiH and consumers are generally not familiar with it as a processed product. 

Locally produced chicken used to cost an average of 30 percent more to produce than foreign products because of the poorer stock of broiler genetics in the country, less experienced management, and the lack of a domestically produced feed supply.  At least in terms of genetics and management, the situation has improved and the major obstacle to industry expansion now seems to be the poor quality of slaughter facilities and a lack of refrigerated storage in some parts of the country.  There is a shortage of de-boned chicken meat for processing.  Strong potential exists for joint venture operations as state-owned facilities are privatized.  There are ample supplies of chicks, feed, and buildings for growing and finishing of broilers.  Foreign interests will help to increase efficiency by introducing new refrigeration, storage, packaging, and transportation techniques, in addition to quality assurance programs.  Export opportunities exist, although limited, primarily with Bosnia’s neighbors.

*Sources: FBiH Customs Administration and the RS Customs Administration

** FBiH and the RS Statistics Institutes

CHAPTER 6: TRADE REGULATIONS, CUSTOMS AND STANDARDS

Information in this chapter is based on the Memorandum on Foreign Trade Regime prepared for BiH’s accession to the WTO.

A.
Customs Regulations, Tariff Rates, and Import Taxes

1.
Registration requirements for importing TC "(a)
Registration requirements for engaging in importing" \l 1 
Any domestic and foreign entities (physical and legal), registered for foreign trade activities may conduct such activities.  The registration of requests for imports of goods is, in principle, not applied, with the exception of certain specific goods.

2.
National tariffs

By the Law on the Customs Tariff, the customs tariff of BiH consists of:

-
The nomenclature of goods;

-
The customs duty rates and other charges payable on goods imported into the customs territory of BIH;

-
Preferential tariff measures contained in agreements that BIH has concluded with certain countries, or groups of countries, and which provide for granting preferential tariff treatment;

-
Special measures for certain tariff headings for which the reduction in the amount of import duties or exemption from import duties is prescribed;

-
Other tariff measures provided for by the Foreign Trade Policy Law of BIH.

The Customs Tariff Nomenclature is based on the Harmonized Commodity Description and Coding System (HS).  It is used for application of customs tariffs and for the purposes of foreign trade statistics.  BIH nomenclature of goods is fully harmonized with the combined EU nomenclature.

Customs duties on all commodities imported into the customs territory of Bosnia and Herzegovina are paid ad valorem at rates of 0, 5, 10 and 15%.  These rates apply to commodities originating from countries that have concluded an agreement with a Most Favored Nation (MFN) clause with Bosnia and Herzegovina, or from those countries that apply the same clause on the commodities originating from BIH.  Upon BIH accession to WTO, MFN treatment will be granted to all WTO members.  

In addition to ad valorem custom duty rates, an additional duty is paid on imports of certain agricultural products in a per-unit amount.  This additional duty is charged on 852 of the total number of tariff headings (10,823), and the amounts range from 0.08 KM/per unit to 6.00 KM/per unit.

The simple average ad valorem customs duty rate is 6.395%.  For agricultural products (HS Chapter 1-24), the simple average ad valorem customs duty rate is 6.60%, plus additional per-unit duty, if applicable.  The average ad valorem customs duty for industrial products is 6.30% and for textile products (HS Chapter 50-63) the rate is 10.45%.

Preferential tariff measures, pursuant to Article 3 paragraph (c) of the Customs Tariff Law, may apply to goods from certain countries or groups of countries, which have concluded an agreement on preferential treatment with BIH. 

Free Trade Agreements (FTAs) have been concluded with Albania, Bulgaria, Croatia, Macedonia, Moldova, Romania, Serbia & Montenegro, and Turkey.  These agreements are fully compatible with Article XXIV of the 1994 GATT and other WTO provisions on regional integration. 

3.
Tariff quotas, tariff exemptions TC "(c)
Tariff quotas, tariff exemptions" \l 1 
Tariff quotas - Articles 3 and 7 of the BIH Customs Tariff Law permit the introduction of tariff quotas as a special measure for certain tariff headings. Consequently, the BiH Council of Ministers may approve imports of goods exempt from customs duties or at tariff rates lower than the duty set by the BIH Customs Tariff.  The application of this measure is restricted to limits and ceases when the stipulated limit or value of the quota is reached.  Tariff quotas are only applied to raw materials imported at zero tariff for the meat-processing industry (as of June 2004).  

Tariff exemptions and relief - Irrespective of tariff rates set by the Customs Tariff Law, some goods are exempt from customs duties under specific conditions.  In principle, customs duty exemptions are bound to the person importing particular goods regardless of the origin of such goods.  The following goods are exempt from customs duties:

-
Equipment representing the investment of a foreign person, except passenger vehicles and entertainment and gaming machines;

-
Goods for military and police forces in the entities that are fully donor financed; 

-
Goods for reconstruction projects in BIH.

Annex 4 to the Law on Customs Policy sets out the circumstances under which relief from customs duty is granted for goods that are released for free circulation in BIH (This Annex was changed and amended by the Law on Amending the Law on Customs Policy of BIH).  

This Annex also covers customs relief pursuant to international conventions (Vienna Convention on Diplomatic Relations of April 1961; Vienna Convention on Consular Relations of 24 April 1963 and New York Convention of 16 December 1969 on Special Missions) and customs relief under the customary privileges accorded in the context of international agreements and special relief under agreements concluded by BIH with third countries.  This Annex provides that granting relief in these cases is subject to fulfillment of certain conditions.  The party concerned must furnish proof that these conditions have been met.

Pursuant to the Article 163 of the aforementioned Law, goods from BIH that were exported from the customs territory of BIH but returned and released for free circulation within the period of the one year are exempt from payment of customs duties.

4.
Other duties and charges TC "(d)
Other duties and charges" \l 1 
Irrespective of the customs duty which is paid on all commodities imported into the customs territory of BIH at the rates stipulated in the Customs tariff, the Law on Customs Policy, and the Law on Foreign Trade Policy, there are other regulations prescribing or allowing imposition of other taxes and charges.

Customs record keeping - Article 13 paragraph (b) of the Law on Customs Policy prescribes a charge of 1% of the customs value on imported goods for customs record keeping.  However, the CoM has decided that some imported goods are exempt from this charge.  Exceptions are made for: goods for military and police forces in the entities that are fully donor funded; goods for reconstruction and rehabilitation projects in BIH, if the projects are approved by the Council of Ministers or entity governments; and products and goods specified in Annex 4 of the Law on Customs Policy.

The funds collected from this charge are used to finance the operations of the Entity customs services and for their modernization and equipment purchases.  While BiH plans to maintain the charge, it will be restricted to the cost of services rendered and it will be brought into conformity with Article VIII of the 1994 GATT when BIH accedes to WTO, in line with an agreed transitional period.

Seasonal duty - Article 19 paragraph 7 of the Law on Customs Policy allows for imposition of a seasonal duty.  Accordingly, in addition to the tariff rates in force, the BIH Council of Ministers, after consulting the entities, may introduce a seasonal duty on non-processed agricultural products for a set period of time.  The seasonal duty has never been applied.

Antidumping and Countervailing Duties - Goods imported to BIH at prices below their normal value or subsidized in some way may be subject to antidumping and countervailing duties, in accordance with BiH law.  

Fees for Inspection of Goods - Article 7, paragraph 3 of the Law on Foreign Trade Policy requires sanitary, veterinary, phyto-sanitary and ecologic inspections of certain imported goods.  Fees for these inspections are set by the Law on Administrative Fees and are approximately equal to the value of the service performed, in line with Article VIII of GATT.

5.
Application of internal taxes on imports TC "(k)
Application of internal taxes on imports" \l 1 
Pursuant to the BIH Constitution, taxation of imported goods is an entity competence.  At present the entities levy sales and excise taxes on most goods.

Sales tax - Sales tax is paid at the moment of sale for final consumption.  This tax is applied at the same rates on domestic and imported goods.  Sales tax is not paid on: equipment used for core business activities, basic foodstuffs (bread, milk, baby food), animal food, goods exempt from customs duty, diplomatic purchases (on a reciprocal basis), textbooks, orthopedic appliances, humanitarian aid, etc.  Sales tax is not levied on exports.  Sales tax rates are harmonized between the entities.  Sales tax at the general tax rate is paid on all products, except on certain goods (foodstuffs, agricultural products, children's wear), to which the reduced rate is applied.  The general tax rate in both Entities is 20 percent, with a reduced rate of 10 percent.  The sales tax rate on services in FBIH is 10 percent.  The RS rate is also 10 percent (8 percent + 2 percent tax for railways).

Excise tax - The excise tax is paid only on certain goods at the moment of their release for free circulation.  The excise tax in both entities is regulated by their respective Laws on Special Tax and is applied identically to domestic and imported goods.   

6.
Rules of origin TC "(l)
Rules of origin" \l 1 
Rules of origin are set out in Articles 20 - 23 of the Law on Customs Policy. This Law distinguishes between non-preferential and preferential origins. 

Non-preferential origin - Articles 20 - 22 of the Law prescribe the rules of origin for non-preferential trade for the purposes of tariff application.  Article 20 of the Law prescribes that goods originating from a country are those wholly obtained or produced in that country.

Pursuant to Article 21 of the Law, goods whose production involved more than one country shall be deemed to originate in the country where they underwent their last substantial and economically justified processing or finishing in a company equipped for that purpose and resulting in the manufacture of a new product or representing an important stage of manufacture.

To prove the origin of a product, the importer must submit a certificate of origin that should meet the following requirements:  

-
Must be issued by a competent authority or institution duly authorized for that purpose by the country of issue; 

-
Must contain all particulars required for identification of the product in question, and in particular: the number of packages, their character, the marks and numbers they bear, type of product; the gross and net weight of the product. These particulars may, however, be replaced with others, such as the number and volume, when the product is subject to appreciable changes in weight during transport or when its weight cannot be ascertained or when it is normally identified by other similar particulars;

-
The name of the shipper.

It must unambiguously certify that the product originated in that specific country.  Customs authorities may require additional proof that the certificate of origin was done in compliance with the rules laid down in the Foreign Trade Policy Law.

Preferential origin of goods - Article 23 of the Law on Customs Policy prescribes the rules to be applied for preferential trade, i.e. the conditions goods need to fulfill in order to benefit from the preferential measures referred to in Article 19, paragraph 4 (c) and (d) of the Law.

For goods covered by preferential agreements with certain countries or groups of countries, and which provide for preferential tariff treatment, the rules are determined in those agreements.  The free trade agreements concluded with the Republic of Croatia, Republic of Slovenia, Serbia & Montenegro, FYR Macedonia and the Republic of Turkey include preferential rules of origin that are in line with pan-European Rules.  These agreements contain a provision on the application of so-called “bilateral cumulation” for the determination of origin.

For goods benefiting from autonomous preferential tariff measures (referred to in Article 19, paragraph 4 (d)), granted for certain tariff headings, for which the reduction or exemption from import duties is prescribed, the rules of origin are determined in the regulation adopted by the Council of Ministers.  Such measures have not been implemented.

B.
Customs Valuation

Articles 24 to 32 of the Law on Customs Policy establish procedures for the determination of the customs value of goods. 

Pursuant to Article 25 of the Law on Customs Policy, the customs value of imported goods is the transaction value, i.e. the price actually paid or payable for the goods when sold for exports to the customs territory of BIH.  When the customs value cannot be determined under Article 25 of the Law, it is determined under Article 26 of the Law as follows:

(a)
The transaction value of identical goods sold for export to BIH and exported at or about the same time as the goods under valuation;

(b)
The transaction value of similar goods sold for export to BIH and exported at or about the same time as the goods under valuation;

(c)
The value based on the unit price at which identical or similar imported goods are sold in BIH, in the greatest aggregate quantity, to persons not related to the sellers;

(d)
The computed value, which includes:

-
The cost or value of materials and fabrication or expenses of other processing employed in the production of the imported goods;

-
Profit and all expenses equal to those usually reflected in the sales of goods of the same class or type as the goods under valuation, which were exported to the customs territory of BiH;

-
The cost of transport and insurance of the imported goods, and warehousing and handling charges associated with the transport of the imported goods to the place of entry to the customs territory of BiH.

When the customs value of imported goods cannot be determined under Articles 25 or 26 of the Law, it is determined, based on available data, using reasonable means consistent with the principles and general provisions of:

-
The Agreement on implementation of Article VII of the General Agreement on Tariffs and Trade;

-
Article VII of the General Agreement on Tariffs and Trade;

-
The provisions of Articles 24 – 32 of the Law on Customs Policy of BiH.

The system of customs valuation in the Law on Customs Policy is fully compatible with WTO rules.

C.
Import Licenses

The Law on Foreign Trade regulates imports and exports of goods to and from BIH.  An approval or import license is required for some commodities.  

The CoM BIH adopted the Decision on the Classification of Commodities to Exports and Imports Regimes, which classifies commodities into different exports and imports regimes: free imports (LB) and licensed imports (D).

For goods imported for the purposes of animal and plant reproduction and animal and plant health care (designated LBx), approval of the responsible Entity Ministry of Agriculture, Water Management and Forestry is required.

An import license is required for the following types of goods:

-
drugs, medicines, blood and its fractions and similar pharmaceutical products;

-
explosives, arms, military equipment, etc.

Import licenses are issued by the Trade Ministry of the respective entity with prior approval of the responsible entity ministry, depending on the type of goods – the Ministry of Agriculture, Ministry of Health, Ministry of Defense, Ministry of Urban Planning and Environment, or Ministry of Interior.

D.
Export Controls

Pursuant to Article 6 paragraph 5 of the Law on Foreign Trade Policy, the Decision of Classification of Goods to Regimes of Export and Import was adopted by the CoM, and defines when the exports registration requirement applies. 
Foreign trade activities in BIH may be performed by all persons (physical and legal) registered for such activities in accordance with entity regulations.  Upon registration at the local court, such persons (physical and legal) should register at the relevant entity statistical office.  A court registration certificate is required for this registration.  All persons must have (obtain) a customs number, through which the competent entity customs authorities keep records.  This procedure applies to both domestic and foreign persons.

The nomenclature of goods for imports and for exports is the same.  There are no customs duties, customs record charges, nor any other duties imposed on exports. 

Pursuant to the Law on Foreign Trade Policy (Article 6), exports not subject to quantity restrictions or other measures of equivalent effect, except for certain goods.

The CoM BIH adopted the Decision of Classification of Goods for Exports into the following regimes free exports (LB) and licensed exports (D). Export licenses are required for the following commodities: drugs, medicines, blood and its fractions and similar pharmaceutical products, precious metals, explosives, arms, military equipment, national arts treasures, etc.

Pursuant to the Law on Foreign Trade Policy, BIH retains the right to introduce quantitative restriction on imports or exports as prescribed by Articles XI and XII of GATT and by the WTO Agreement on Protection Measures.

Entity trade ministries issue export licenses with the consent of relevant entity ministries.  The license procedure takes about 10 days.  Issuance of an export license is subject to payment of duty prescribed by the Law on Administrative Fees of the respective entity. 

BIH retains the right, in line with the WTO rules, to grant export credits, export credit guarantees, secure export credits, or provide any other form of assistance or support for exports. 

There are no export requirements in BIH.

E.
Import/Export Documentation

All goods brought (imported) into the customs territory of Bosnia and Herzegovina are subject to customs custody, which is defined as the action taken by the customs authorities to ensure that customs regulations are observed.  The customs rules, contained in the Law on Customs policy and other regulations, apply uniformly throughout the customs territory of BIH.  They are enforced by the entity customs administrations. 

All goods placed into customs procedures must be covered (accompanied) by a customs declaration (Single Administrative Document).  The customs declaration is submitted by the person named on the waybill, by an authorized representative, or by the person authorized to present the customs declaration.  This declaration must be filled out in one of the three official languages of BIH.  In addition, the declaration must be accompanied by all relevant documents (invoice, common trade, transport, certificates required for quality control) necessary for implementation of the customs procedure for which the goods were declared.

On the basis of the customs declaration, the customs office examines the documents covering the declaration and the accompanying documents and may inspect the goods by taking samples for analysis to determine whether the goods correspond to the information on the customs declaration in terms of quantity, type, quality, origin, and classification.

The customs office determines the customs duty base and the amount of customs duty.  In order to guarantee payment, the importer is required to obtain a guarantee covering the customs duty with the Customs Authority in the form of a cash deposit or a bank guarantee.  The goods cannot be placed in circulation until customs duties have been paid or the payment has been guaranteed.    

F.
Temporary Entry

The Laws on Foreign Trade Policy and Customs Policy define the temporary entry of goods into the customs territory of BiH.  Goods entering BiH under this regime may be fully or partially free of customs duties and must not sustain any changes except for the nominal loss of value due to use. The maximum period for temporary entry is 12 months. The full list of goods that can be imported under this regime is provided in the Law on Customs Policy. 

G.
Labeling and Marking Requirements

Labels must contain the following information: name of the product, full address of the importer and the country of origin, net quantity/weight/volume, ingredients, manner of storage (transport, use, or maintenance), and pertinent consumer warnings.  Technically complex products must be accompanied by instructions on usage, manufacturer specifications, a list of authorized maintenance persons/businesses, warranty information, warranty period, and other applicable data. All information must be translated into the languages of BiH and affixed to (or accompanying) the product before it is put on the market.

H.
Prohibited Imports

The Law on Foreign Trade Policy (Article 6) ensures that imports of goods to BIH are free of any quantitative restrictions or measures with equivalent effect.  The Law regulates basic segments of imports (exports) of goods and services in order to protect human, animal and plant health, environment, national cultural, historical and archaeological treasures, and public morality.  Goods and products imported must meet the standards and technical and quality norms prescribed or recognized as the precondition for their circulation and use in BIH.

In accordance with Article 6, paragraph 2 of the Law on Foreign Trade Policy, for reasons of public safety and protection of human health and lives, the following types of imports are restricted:

· Passenger cars older than seven years;

· Cargo vehicles older than ten years;

· Buses older than ten years;

· Trailers for cargo vehicles older than ten years;

· Used tires.

In accordance with obligations from international trade agreements, the CoM may ban imports, exports, or transit of certain goods through BiH or set conditions for imports, exports, or transport of such goods in transit in order to prevent danger to human lives, health and the environment.

Pursuant to the Law on Foreign Trade Policy, BiH retains the right to impose quantitative restrictions on imports or exports, as provided for by Articles XI and XII of 1994 GATT and by the WTO Agreement on Protection Measures.
I.
Standards

Overview

The Law on Foreign Trade Policy (Article 7) requires imported goods to conform with the standards and technical and quality norms prescribed or recognized as preconditions for their placement in circulation or in use in BIH.  Identical regulations and standards are applied to both domestic and imported goods, regardless of the country of origin.

Technical regulations and standards were established with the passage of a set of new laws in 2001 and 2002:  The Law on the Establishment of the Institute for Standardization, Metrology and Intellectual Property of BIH; the Law on Accreditation; the Law on Establishment of the Institute for Accreditation of BIH; the Law on Measurement Units; the Law on Metrology; the Law on Standardization.

These laws were drafted with the assistance of European Commission experts and are in conformity with European regulations and WTO provisions (TBT Agreement).  The laws created two Institutes at the state level – the Institute for Standardization, Metrology and Intellectual Property of BIH and the Institute for Accreditation of BIH.  In addition, the competences in this area have been divided between the State institutes and the  appropriate entity institutions. 

The previously established entity institutes for standardization (within Ministries of Industry) are required to harmonize their work with the newly adopted laws.

Establishment of an "enquiry point" for standards is under consideration.  It will likely be in the Institute for Standards, Metrology and Intellectual Property of BIH.  Another, for technical regulations, will be placed in the Ministry of Foreign Trade and Economic Relations of BIH.  BIH has largely adopted technical regulations and standards recommended by the EU.

BIH inherited 11,183 Yugoslav JUS standards and by-laws.  Currently there are around 10,391 JUS standards in force.  The activities of the Institute are focused on the harmonization of these standards with international standards and norms. 

BIH standards are designated as the BAS Standard.  BIH is a member of the following international organizations for standardization:

ISO

International Organization for Standardization;

IEC

International Electro-technical Commission;

CEN

European Committee for Standardization;

CENELEC
European Committee for Electro-technical Standardization;

ETSI

European Telecommunications Standards;

Standards 

Interested parties originate initiatives for establishing BiH standards.  In line with the existing Law on Standardization, the Institute has published Guidance for the Preparation and Publishing of Standards of Bosnia and Herzegovina (BAS - Guidance 4).  Technical Committees (TCs) prepare the standards.  International and European standards are usually adopted.  Preference is given to European standards, and particularly to Harmonized Standards. TCs choose the method of implementation (endorsement notice, cover sheet, or translation) and prepare the standards.  Experts have the opportunity to comment on the draft texts.  TC members consider these comments and suggestions and establish the final draft standards.  The Institute publishes Bosnian standards (BAS) in its journal, Standards and Meteorology, on quarterly basis.

The Program of preparation of the standards of Bosnia and Herzegovina includes all standards that will be prepared by the relevant Technical Committees in accordance with their work plans for first semester of the year 2004.

JUS standards from the former Yugoslavia are accepted and in use in Bosnia and Herzegovina.  Details on standards, which are implemented by the endorsement notice method, are not given in the Program but can be found in the respective plan of the technical committees.  Standards that are adopted by translation are presented in detail. 

Conformity Assessment

The Institute for Standardization, Metrology, and Intellectual Property is the main conformity assessment body in BiH.  There are other testing organizations in BiH and a list of these institutions can be obtained from the Institute.

Product Certification

Product certification is required in order to make sure that the product has undergone appropriate testing and that it conforms to relevant regulations.   There are no existing MRAs with U.S. organizations.

Accreditation

The Law on Accreditation regulates accreditation policy, conditions for testing and calibrating laboratories, bodies for certifying products and services, as well as quality systems and environment management systems and inspectorates.  The Institute implements the accreditation system for Accreditation of BiH – BATA – in accordance with international standards and practice.

Technical Regulations

The Institute for Standardization, Metrology, and Intellectual Property of BiH publishes a bulletin of standards.  Technical regulations are published in: the Official Gazette of BiH, Official Gazette of FBiH, and the Official Gazette of RS.  U.S. companies can comment directly to the Institute.

Labeling/Marking

Labels must contain the following information: name of the product, full address of the importer and the country of origin, net quantity/weight/volume, ingredients, manner of storage (transport, use or maintenance), and pertinent consumer warnings.  Technically complex products must be accompanied by instructions on usage, the manufacturer’s specifications, a list of authorized maintenance persons/businesses, warranty information, warranty period, and other applicable data. All information must be translated into the languages of Bosnia and Herzegovina and be affixed to (or accompany) the product before it is put on the market.

Contact information

Institute for Standards, Metrology and Intellectual Property of Bosnia and Herzegovina

Mr. Sead Kilalic

Hamdije Cemerlica 2/7

71000 Sarajevo

Phone: 387-33-652-765
Fax: 387-33-652-757

www.basmp.gov.ba
info@basmp.gov.ba
stand@basmp.gov.ba
standice@basmp.gov.ba
Institute for Accreditations of Bosnia and Herzegovina

Mr. Zarko Petrovic, Director

Hamdije Cemerlica 2/7

71000 Sarajevo

Phone/Fax: 387-33-715-540

Official Gazette of BiH

Trg BiH 1

71000 Sarajevo

Phone/Fax: 387-33-663-470

www.sllist.ba
Official Gazette of FBiH

PO Box 3

Magribija 3

71000 Sarajevo

Phone/Fax: 387-33-663-470

www.sllist.ba
Official Gazette of RS

PO Box 88

78000 Banja Luka

Phone: 387-51-311-532
Fax: 387-51-302-708

www.slglasnik.org
E-mail: slglasnik@blic.net
U.S. Embassy Sarajevo

Alipasina 43

71000 Sarajevo

Phone: 387-33-445-700 ext, 2134
Fax: 387-33-219-185

Thomas Kelsey, Regional Senior Commercial Officer

E-mail: Thomas.Kelsey@mail.doc.gov
Edin Fetahovic, Commercial Specialist

E-mail: Edin.Fetahovic@mail.doc.gov

J.
Free Trade Zones/Warehouses

The Law on Free Zones defines economic free zones as parts of the customs territory of BIH or premises situated in that territory, but separated from the rest of it.  A free zone is a legal entity.  Domestic or foreign legal and physical entities registered in BIH may be founders or users of a free zone.

A free zone may be a site for production activities (products undergoing processing or finishing), commercial and service activities (banking and other financial affairs may be conducted in connection with manufacturing activities performed in the zone), or insurance and reinsurance of property and persons.  

The Council of Ministers, through the Ministry of Foreign Trade and Economic Relations, provides approval for establishment of a free zone.  A free zone must start its operations within 2 years of obtaining approval.  Entry/exit of goods to/from a free zone is conducted in accordance with the provisions of the Law on Customs Policy, Law on Customs Tariff, and the Law on Foreign Trade Policy.

Free zone investment, profit repatriation, and investments transfers are free if performed in accordance with existing BIH and entity legislation.  Free zone users pay taxes to the entity or Brčko District, depending on the location of the zone.

The CoM may halt a free zone’s operations if it is determined that the value of goods leaving the free zone, for the purposes of exports, is below 75 percent of the total value of goods produced in the free zone over the period of 12 months.

There were 11 free zones in BIH at the end of 2001.  However, an audit of the existing zones resulted in a decision to close down five of the zones unless they increase their exports.
K.
Special Import Provisions

None.

L.
Membership in Free Trade Agreements

Pursuant to Article V of the BIH Constitution, the Presidency is responsible for negotiating international bilateral and multilateral treaties.  In practice, the Council of Ministers and BIH ministries may carry out such negotiations on behalf of the Presidency, with its consent.  The BIH Law on Procedures establishes the negotiation procedure for Conclusion and Enforcement of International Agreements. 

1.
Bilateral or multilateral agreements relating to foreign trade in goods and services TC "1.
Bilateral or plurilateral agreements relating to foreign trade in goods and trade in service" \l 1 
· BIH has initialed, signed and/or ratified 17 bilateral trade agreements;

· BIH has signed and/or ratified 8 Free Trade Agreements;

· BIH has initialed, signed and/or ratified 38 bilateral agreements on mutual promotion and protection of investments;

· BIH has initialed, signed and/or ratified 4 customs cooperation agreements;

· BIH has initialed, signed and/or ratified 21 bilateral road transport agreements;

· BIH has initialed, signed and/or ratified 8 air transport agreements.

2.
Economic integration, customs union and free-trade area agreements TC "2.
Economic integration, customs union and free-trade area agreements" \l 1 
BIH has signed eight free trade agreements – with Albania, Bulgaria, Croatia, Macedonia, Moldova, Romania, Serbia & Montenegro, and Turkey.  These free trade agreements cover all agricultural and industrial products without exceptions.  In the agreements with Slovenia, Serbia & Montenegro, Macedonia and Turkey, BIH successfully negotiated the immediate abolition of customs duties on exports of its products to these countries and progressive (three to five years) reduction of custom duties on imports of products from these countries to BIH.

With the exception of these free trade agreements, BIH has no other bilateral or multilateral preferential trade agreements.  However, as a developing country, BIH enjoys unilateral preferential status for exports to many countries.  A preferential trade regime is currently in effect between the EU and BIH, which ensures BIH most favored nation status until the end of 2005, with exemption from customs duties and abolition of quantitative restrictions for all industrial and agricultural products (except for some goods that are subject to tariff quotas – wine, some types of fish, and veal).

Many countries (USA, Canada, Japan, New Zealand, Norway, Switzerland, Slovenia, Turkey, Slovak Republic, Russian Federation, etc) grant preferential treatment to BIH over a wide range of products. 

BIH has not created a preferential scheme for tariff reductions for goods originating from least developed or developing countries.
CHAPTER 7:  INVESTMENT CLIMATE STATEMENT 

A.1. Openness to Foreign Investment

Bosnia and Herzegovina has made significant efforts to open its economy to more foreign investment. Major initiatives include a liberal State Foreign Investment Policy Law, a common currency, and a uniform trade and customs policy. Despite those efforts, foreign investors continue to face a number of serious obstacles, including a complex legal and regulatory framework, non-transparent business procedures, and weak judicial structures.

Government authorities at all levels have begun to address these obstacles as part of the larger effort to transition to a market economy. However, BiH is still in the early stages of this process.  As a result, foreign investment (particularly green field investment) has shown only limited gains. Foreign investment in the banking sector is the exception, with Austrian banks taking a dominant position in the local banking market. 

In order to progress significantly beyond these limited gains, BiH will need to address three fundamental issues:

-- Complex legal and regulatory framework: Under the Dayton Constitution, the establishment of governmental structures at the State (national) and entity levels created a multi-tiered legal and regulatory framework that is often duplicative and contradictory. Simplifying and streamlining this framework is essential to improving the investment climate. 

-- Non-transparent business regulations and administrative procedures: Opportunities for corruption abound, thereby increasing the cost of doing business.  In particular, public procurement tenders are seldom open and transparent.

-- Weak judicial structures: BiH’s legal/judicial system provides no means for quick resolution of commercial disputes. While a legal framework for bankruptcy has recently been established, commercial courts are still in their infancy.  Non-judicial dispute resolution mechanisms are few.

Investment Law: 

The State-level "Law on Foreign Direct Investment" provides a broad framework for foreign investment. The law accords foreign investors the same rights as domestic investors. With the exception of the armament and media sectors, where foreign control is limited to 49 percent, there are no restrictions on investment. Investors are also protected from changes in laws regarding foreign investment. Should the government make changes, the investor may choose the most favorable set of rules to apply. The law prohibits expropriation and nationalization of assets, except under special circumstances and not without due compensation. Finally, because of the requirement for equal treatment, the law also treats foreign investors the same as domestic investors with respect to bidding on privatization tenders.

BiH's Foreign Investment Promotion Agency (FIPA) provides some assistance to foreign investors, but is constrained by limited staff and budgetary resources. 

A.2 Conversion and Transfer Policies

The Law on Foreign Direct Investment also guarantees the immediate right to transfer and repatriate profits/remittances and permits local and foreign companies to hold accounts in one or more banks authorized to initiate or receive payments in foreign currency. The implementing laws in both entities include transfer and repatriation rights. The Central Bank’s adoption of a currency board in 1997 guarantees that the local currency (the Convertible Mark) is fully backed by hard currency (Euros) or gold. The currency board mechanism fixes the exchange rate at approximately 2 KM to the Euro. For investors, this ensures currency stability and convertibility. The currency board mechanism has also minimized inflation. In 2003, inflation countrywide was 0.6%, a rate that has remained stable in 2004. Central Bank reserves have risen steadily, registering KM 3.1 billion in May 2004, a sign of the continued strength of the currency board. 

A.3 Expropriation and Compensation

As noted above, the State investment law forbids expropriation of investments, except when it is in the public interest. According to Article 16, foreign investment shall not be subject to any act of nationalization, expropriation, requisition or measures that have similar effects, except where the public interest may require otherwise. In such cases, all procedures are executed in accordance with applicable laws and regulations, without any type of discrimination with payment of appropriate compensation. Laws in both entities implement this guidance. Neither entity has expropriated any foreign investments to date. 

A.4 Dispute Settlement

BiH's commercial court capacity is still in its infancy. The legal framework for bankruptcy has been established with the adoption in both entities of modern bankruptcy laws and laws on enforcement procedure. In addition, the entities have enacted new Civil Procedure Codes with tighter timeframes, fewer hearings, and adversarial proceedings.  USAID is implementing training programs and providing resource materials for judges, lawyers, trustees and others on bankruptcy and liquidation, enforcement and other commercial laws. USAID is also conducting bankruptcy pilot cases involving state- and privately-owned enterprises and is introducing automated court administration procedures and practices.  However, while the outlook for BiH's commercial court system is positive, it does not yet provide a speedy mechanism for the resolution of commercial disputes. (The World Bank estimates an average of 630 days for the enforcement of commercial contracts.) Court-referred mediation has shown success in recent pilot programs, but is still not a standard method of dispute resolution.

A.5 Performance Requirements and Incentives

According to the State investment law, both entities and the Brcko District may establish progressive and favorable tax conditions to encourage foreign investment. In the Federation, a company is exempt from profit taxes for the first five years in proportion to the foreign stake in the total capital of the company if the foreign investment is at least 20% of equity. Entity governments have not established performance or local sourcing requirements, nor do they impose geographic restrictions on foreign investments.

A.6 Right to Private Ownership and Establishment

Under the State investment law, a foreign enterprise has the same rights as a Bosnian enterprise or citizen. Consequently, foreign entities can establish and own business enterprises with the same rights as domestic entities. Armaments and the media, where foreign control is limited to 49 percent, are the only exceptions. Foreign interests must follow the same regulatory procedures when establishing their enterprises.

A.7 Protection of Property Rights 

Property registers are largely unreliable. According to laws in both entities, property transfers must be registered with municipal authorities.  In practice, transactions are often not recorded due to high taxes. This leads to inaccurate and unreliable property records that leave property transfers open to dispute.

BiH recently passed a State-level framework law to create a moveable pledge registry. It is expected to become operational by January 2005.

Protection of Intellectual Property Rights: 

The BiH government does not adequately enforce intellectual property rights (IPR) even though it is enacting and revising laws in preparation for eventual membership in the European Union and the WTO.  BiH is not a signatory to the Trade-Related Aspects of IPR (TRIPS) agreement.  BiH does not adequately protect intellectual property, patents, copyrights, trademarks, trade secrets or semiconductor chip layout design. In order to meet requirements to begin formal negotiations for eventual membership in the European Union, BiH created a separate Intellectual Property Institute from the BiH Standards, Metrology, and Intellectual Property Institute in 2004. In 2002, the BiH Industrial Property Law replaced all previous legislation from the former Yugoslavia and the entity of Republika Srpska.

BiH does not adequately enforce key international agreements on IPR to which it is a party. In 1993, BiH became a member of the World Organization for Intellectual Property (WIPO).  BiH is a party to five international intellectual property conventions (Paris Convention for the Protection of Industrial Property, Madrid Agreement Concerning the International Registration of Marks, Nice Agreement on the International Classification of Goods and Services for the Purpose of Registering Marks, Locarno Agreement Establishing an International Classification for Industrial Designs, and the Bern Convention for the Protection of Literary and Art Works).

In 2004, the International Intellectual Property Alliance gave BiH a special mention because of its lack of effective legislation and enforcement. BiH’s porous borders make it a distribution point for pirated goods to the rest of Europe. According to the Motion Picture Association of America, “Piracy in and from Bosnia and Herzegovina is endangering all regions including the EU." U.S. companies should plan to hire a local attorney to pursue infringement matters in local courts.

A.8 Transparency of the Regulatory System

Establishing a business in Bosnia can be an extremely burdensome and time-consuming process for investors. The World Bank estimates that there are an average of 12 procedures taking a total of 54 days to complete registration for a new business.  Registration can sometimes be expedited if a local lawyer is retained to follow up at each step of the process. Businesses must register in each entity in which they wish to conduct operations.  However, investors in one entity may register their business as a branch in the second entity, significantly reducing the time and administrative hurdles to begin operations.

The myriad of state, entity and municipal administrations creates a heavily bureaucratic system that lacks transparency. All three levels of government (municipal, cantonal, and entity) establish laws and regulations affecting businesses, creating redundant and inconsistent procedures that encourage corruption. Often it is impossible to know all of the laws or rules that might apply to certain business activities, given overlapping jurisdictions and the lack of any central source of information. It is therefore critical that foreign investors obtain local assistance and advice.

Businesses are subject to inspections from a number of entity and cantonal/municipal agencies. They include: the financial police, labor inspectorate, market inspectorate, sanitary inspectorate, health inspectorate, fire fighting inspectorate, environmental inspectorate, institution for the protection of cultural monuments, tourism and catering inspectorate, construction inspectorate, communal inspectorate, and veterinary inspectorate.

A.9 Efficient Capital Markets and Portfolio Investment

Capital markets remain underdeveloped in Bosnia. Both entities have developed their own modern stock market infrastructure. However, factors such as the small size of the market, lack of progress on privatization, and public mistrust of previous voucher privatization programs have impeded the development of a healthy market for shares.  Efforts are underway to create a State-level government securities market, with the Central Bank serving as fiscal agent. This market should provide an instrument for banks to manage excess liquidity, much of which is currently being recycled to Germany, Austria and Croatia. Consumer lending has grown rapidly (although not as fast as deposits), but appeared to level off in 2003. Overall credit continues to expand, with the trend in 2004 pointing to a rise in credit to businesses. However, growth is hampered by the lack of an appropriate legal framework to secure transactions and enforce contractual obligations.

BiH has recently passed a State-level law establishing international accounting and auditing standards, which eliminates previous differences between the entities and District. Over time accounting practices are expected to come in line with international norms. However, these standards have not yet been generally internalized throughout the country. Therefore, accounting reports should still be scrutinized carefully by foreign investors.

A.10 Political Violence

The Dayton Peace Accords have brought relative peace and stability to Bosnia since they were signed in 1995. Armed conflict has ceased and there have been no attacks targeting foreign investments.  However, there are still risks from occasional localized political violence, landmines, and unexploded ordnance. Local violence may occur without warning. Recently, raids to capture indicted war criminal Radovan Karadzic gave rise to local disturbances and protests in March and April 2004.  Attacks against minority returnees also continue sporadically in certain parts of the country. The international community, including American interests, continues to be the target of occasional threats. Crime is also on the rise, particularly in Sarajevo and other urban areas.

A.11 Corruption

Corruption remains prevalent throughout political and economic institutions. The business registration and licensing process is particularly vulnerable to corruption. Businesses must navigate a burdensome and complicated web of regulatory procedures to obtain the necessary licenses to begin operations. With the large number of officials involved, there are multiple opportunities to demand "service fees." Domestic and international entrepreneurs often are forced to pay bribes to obtain necessary business licenses, or simply to expedite the approval process.

Transparency International operates a branch office in Banja Luka. TI's 2003 Corruption Perception Index ranked BiH 70 out of a total of 133 countries, on par with countries such as the Dominican Republic, Egypt, Ghana, Morocco, and Thailand.

B. Bilateral Investment Protection Agreements

BiH has signed agreements to promote and protect investments with the following: Albania, Austria, Belgium and Luxembourg, Bulgaria, Czech Republic, Denmark, Egypt, Finland, France, Greece, Netherlands, Croatia, Indonesia, Iran, Italy, Serbia and Montenegro, Qatar, China, Kuwait, Libya, Hungary, Macedonia, Malaysia, Moldova, Germany, OPEC Fund, Pakistan, Portugal, Romania, Slovenia, Spain, Sweden, Switzerland, Turkey, UAE, Ukraine, the United Kingdom, and the United States (OPIC).

BiH does not have a bilateral investment treaty with the United States. 

C. OPIC and Other Investment Insurance Programs

OPIC's activities include: (1) insurance for investors against political risks: (a) generally covering loss due to, (i) expropriation of assets, (ii) political violence, and (iii) currency  inconvertibility; and (b) with specific programs for certain investment types, including insurance coverage for contracting, exporting, licensing and leasing transactions, (2) loans and loan guaranties, and (3) support of equity funds for investors.

Political risk insurance is also available from the EU Investment Guarantee Trust for Bosnia and Herzegovina, administered by the Multilateral Investment Guarantee Agency (MIGA), a World Bank affiliate. The International Development Association (IDA), a member of the World Bank Group, has a program to provide guarantees against a range of political risks, primarily for short-to-medium-term commercial transactions between BiH enterprises and foreign companies, suppliers and banks. The guarantees are issued by the Investment Guarantee Agency (IGA), an independent local corporation.

D. Labor

Bosnia has a highly educated workforce with relatively low labor wage costs. However, tax rates on labor are high, discouraging hiring of new workers and increasing incentives for gray market employment. Employees and employers share the costs of health care, pension, childcare and unemployment insurance. However, many employers underreport their labor force in order to avoid paying taxes and benefits. Official unemployment is approximately 41%, although given the large gray economy, some World Bank estimates place actual unemployment at around 17%. 

E. Foreign Trade Zones/Free Ports

The BiH Law on Free Trade Zones allows the establishment of free trade zones (FTZs) as part of the customs territory of BiH. The FTZs function mainly as duty-free zones for consumers, rather than as areas for foreign investment activity. The State Council of Ministers must approve the establishment of FTZs based on proposals submitted by the Ministry of Foreign Trade and Economic Relations. FTZs can be closed if the value of goods produced and exported abroad is less than 75% of the total value of goods produced in that zone. The Ministry of Foreign Trade recently started cracking down on free trade zones, and five FTZs are likely to be closed down soon. As a result, the future of FTZs is uncertain.

F. Foreign Direct Investment Statistics

According to a BiH Central Bank survey, FDI as of June 30, 2003 totaled KM 2.7 billion (approximately US$1.62 billion).  The manufacturing industry received the highest percentage of FDI, followed by banking.  Austria and Croatia are the largest foreign investors in BiH.

CHAPTER 8: TRADE AND PROJECT FINANCING

A.
Banking System Overview

The banking sector is quite developed relative to the region.  With a growing number of foreign banks present in the country, competition is strong and banks are starting to offer an extended product range (credit cards, consumer loans, mortgages).  However, the level of bank intermediation remains low, due to the slow restructuring of the economy.  Small and medium size enterprises still experience difficulties obtaining long-term credit.  Inadequate secured transaction regulations and an inefficient court system make collateral foreclosure difficult and increase the cost of capital.  There are currently 37 commercial banks operating in BiH, 27 in the Federation and 10 in RS.  The number of banks is still too large relative to the size of the country.  Due to the new minimum capital requirement of EUR 7.5 million, further consolidation is expected.  Work to privatize Central Profit Banka, the 3rd largest in the country, is nearly completed.

The Central Bank of Bosnia and Herzegovina (CBBiH) is the country’s monetary authority.  Its main goal is to maintain monetary stability under the present currency board arrangement, with full coverage in freely convertible foreign exchange funds under a fixed exchange rate of 1 KM: 0,51129 EURO.  In addition, the CBBiH supports and maintains appropriate payment and settlement systems and co-ordinates the activities of the entities’ Banking Regulatory Agencies.

B.
Foreign Exchange Controls Affecting Trading

In accordance with the Law on the Central Bank, neither the CBBiH nor any other relevant institution may impose payment restrictions on international transactions, except when the CBBiH deems it indispensable to meet BiH’s obligations under international treaties/law.

In accordance with this Law, commercial banks and financial institutions in BiH may publicly trade in domestic and foreign currency without restrictions.  The foreign exchange and payment system has no restrictions (no administrative management and limits) on payments and transfers related to international current and capital transactions.  In commercial banks, there are no restrictions for individuals or businesses (domestic and foreign) on opening accounts in domestic or any foreign currency, on exchanging KM for any foreign currency, or in payments to foreign partners.

In both Entities, the Law on Foreign Exchange Operations regulates foreign exchange operations.  These laws extend identical treatment to domestic and foreign physical and legal entities.

C.
General Financing Availability

At the end of 2003, consolidated total assets of banks were little over KM 7 billion, with the 6 largest banks controlling over 50% of all assets.  In addition to the overall growth in deposits, there has been an improvement in the maturity structure of deposits.  The most significant growth occurred on the assets side of banks' balance sheets, where overall loans increased by 53% in 2003.  In 2002, most growth was observed in lending to households, which experienced 119% growth, followed by lending to private and state-owned enterprises, which increased by 31% and 10% respectively.    

This trend continued in 2003, prompting the CBBiH to announce in May 2003 a set of policy measures to address the rapid growth in domestic credit by changing the level and definition of the CBBiH’s reserve requirement ratio, which is the only instrument of monetary policy that the CBBiH has under the currency board arrangement.

One consequence of the large growth in bank assets is a falling trend in the capital adequacy ratio, despite a growth in net capital.  During 2002, this ratio of risk-weighted assets to net capital fell from 23.4% to 20% for banks in FbiH, and from 37% to 25% for banks in the RS, still well above the 12% mandated by the banking law.

Interest rates charged by commercial banks have also been falling.  Increased competition, reform of the sector, and a significant increase in deposits have all contributed to lower interest rates.  Still, interest rates in BiH are higher than in the euro zone and higher than in other countries with currency boards anchored to the Euro, a reflection of higher country risk that the market still attaches to BiH.

D.
How to Finance Exports/Methods of Payment Required for Exports

The following financial instruments are used in BiH for payments abroad: remittances, documentary collections, checks, and letters of credit.  The safest method of receiving payment for a U.S. export sale is through an irrevocable letter of credit (L/C).  However, most importers prefer to avoid this costly instrument.  Many of them actually claim to do business on open terms with their European suppliers.  Companies that acquire capital goods expect the vendor to provide financing, preferably in the form of a loan.   

E.
Available Trade & Project Financing

Export Import Bank (Ex-Im Bank):

The Export-Import Bank of the United States (www.exim.gov) is the official export credit agency of the United States.  Ex-Im Bank's mission is to assist in financing the export of U.S. goods and services to international markets.  Ex-Im Bank provides working capital guarantees (pre-export financing); export credit insurance (post-export financing); and loan guarantees and direct loans (buyer financing).  On average, 85% of Ex-Im Bank’s transactions directly benefit U.S. small businesses.  Since October 2002, Ex-Im Bank is open for private sector transactions in Bosnia-Herzegovina and will consider business for short- and medium-term transactions in the private sector. 

Contact:
Export-Import Bank of the United States
811 Vermont Avenue, N.W.Washington, DC 20571
Tel: (202) 565-3556 
Ms. Margaret Kostic, Director Business Development SEE

E-mail: Margaret.Kostic@exim.gov
Mr. Efe Cummings
E-mail: Efe.Cummings@exim.gov
www.exim.gov
U.S. Department of Agriculture:

The U.S. Department of Agriculture administers the Export Credit Guarantee Program (GSM-102) for commercial financing of U.S. agricultural exports with credit terms of up to 3 years.  The program underwrites credit extended by the private banking sector in the United States (or, less commonly, by the U.S. exporter) to guarantee dollar‑denominated, irrevocable letters of credit issued by foreign banks to pay for food and agricultural products sold to foreign buyers.  This USDA Commodity Credit Corporation (CCC) program encourages exports to buyers in countries where credit is necessary to maintain or increase U.S. sales, but where financing may not be available without such credit guarantees.

Under this program, which is administered by the Foreign Agricultural Service (FAS), the CCC does not provide financing, but guarantees payments due from foreign banks.  Typically, 98 percent of principal and a portion of interest at an adjustable rate are covered.

The CCC selects agricultural commodities and products according to market potential.

The CCC must qualify exporters for participation before accepting guarantee applications. An exporter must have a business office in the United States and meet other requirements.  Financial institutions must also meet established criteria and be approved by the CCC.  The CCC sets limits and advises each approved foreign bank on the maximum outstanding amount the CCC can guarantee for that bank.

Contact:

Ms. Sanela Stanojcic, Agriculture Specialist

U.S. Embassy Sarajevo

Alipasina 43

71000 Sarajevo

Phone: 387-33-445-700 ext. 2099
Fax: 387-33-212-692

E-mail: Sanela.Stanojcic-Eminagic@USDA.GOV
U.S. Trade and Development Agency (TDA):

TDA is an independent U.S. government agency, which promotes American private sector participation in developing and middle-income countries, with special emphasis on economic sectors that represent significant U.S. export potential.  TDA helps U.S. businesses compete for infrastructure projects in emerging markets by funding feasibility studies, orientation visits, specialized training grants, and various forms of technical assistance.  

TDA has been significantly involved over the past few years in reconstruction efforts in Bosnia-Herzegovina.  TDA program funds have supported numerous projects in the energy, telecommunications, transportation, and environmental technology sectors.

Contact:


Mr. Ned Cabot, Regional Director

E-mail: NCabot@tda.gov
1000 Wilson Blvd., Suite 1600

Arlington, VA 22209 USA

Tel:  (703) 875-4357

Fax: (703) 875-4009

www.tda.gov
Overseas Private Investment Corporation (OPIC):

OPIC is a self-sustaining U.S. Government agency that sells investment services to small, medium and large American businesses expanding into emerging markets around the world.  OPIC’s three main activities are risk insurance, project finance and investment funds.  OPIC has a limit on financing through the investment guaranty and the direct loan programs of $200 million.  The OPIC-sponsored equity funds make their own, commercially based investment decisions while fulfilling OPIC’s policy mandates.  The most important fund for the region is the $150 million Southeast Europe Equity Fund (SEEF) managed by Soros Private Funds Management. 

Contact:

Mr. John Moran, Director, Southeast Europe Initiative

E-mail: jmoran@opic.gov
1100 New York Avenue, N.W.

Washington, D.C. 20527, USA

Tel: 001-202-336-8647
Fax: 001-202-218-0109

www.opic.gov
World Bank (IBRD):

The World Bank has committed approximately $1.1 billion to BiH since early 1996. 

Contact:

Mr. Dirk Reinermann, Country Manager

E-mail: dreinermann@worldbank.org

Fra Andjela Zvizdovica 1 

17th Floor Tower B 

71000 Sarajevo 

Tel: 387-(0)33-251-500
Fax: 387-(0)33-440-108

www.worldbank.org.ba
International Finance Corporation (IFC):

IFC, a member of the World Bank Group, offers a full array of financial products and services to companies in developing member countries: long-term loans, equity investments, quasi-equity instruments (subordinated loans, preferred stock, income notes), guarantees and standby financing, and risk management (intermediation of currency and interest rate swaps, provision of hedging facilities). 

European Bank for Reconstruction and Development (EBRD):

EBRD assists 27 countries with structural and sectoral economic reforms, with emphasis on promoting competition, privatization, and entrepreneurship. As a guideline, the standard minimum involvement for EBRD is 5 million euros, though this may be reduced in certain cases.  EBRD has established links with a variety of financial intermediaries to provide financing for projects that are too small to be funded directly, including in the SME sector. 

In BiH, EBRD has provided assistance to various public sector projects in the telecom, transport, electricity transmission/distribution, and civil aviation sectors.  The Bank is now actively seeking private sector projects.  A loan was recently made to the Sarajevo Brewery for capital equipment improvements.  EBRD has also assumed an equity stake in the private Market Banka.  Subsequently, the Austrian Raiffeisen Bank acquired Market Bank.  The World Bank, EBRD and IFC together established the Micro-Enterprise Bank in November 1997 to grant loans to micro and small enterprises.
Contact:

Mr. Aygen Yayikoglu, Resident Representative

E-mail: YayikogA@sjo.ebrd.com
Phone: 387-33-667-945          Fax: 387-33-667-950

Obala Kulina bana 4

71000 Sarajevo

Web Site: www.ebrd.com
F.
List of the Largest BiH Banks with Correspondent U.S. Banking Arrangements

Commercebank d.d. Sarajevo, NLB Banking Group

Mr. Albin Hojnik, General Manager

Phone: 387-(0)33-204-119          Fax: 387-(0)33-445-664

Dzidzikovac 1

71000 Sarajevo, Federation of Bosnia and Herzegovina

HVB Bank Bosna & Hercegovina dd

Mr. Alexander Szolnai, General Manager

Phone: 387-(0)33-250-922          Fax: 387-(0)33-250-921

Fra Andjela Zvizdovica 1, Tower A, 15th floor

71000 Sarajevo, Federation of Bosnia and Herzegovina

Web Site: www.hvb.ba
Hypo Alpe-Adria-Bank d.d. BiH

Mr. Petar Jurcic, General Manager

Phone: 387-(0)36-444-202          Fax: 387-(0)36-444-400

Kneza Branimira bb

88000 Mostar, Federation of Bosnia and Herzegovina

Web Site: www.hypo-alpe-adria.ba
Raiffeisen Bank d.d. Bosna i Hercegovina

Mr. Dino Osmanbegovic, Executive Director

Phone: 387-(0)33-668-371          Fax: 387-(0)33-213-851

Danijela Ozme 3

71000 Sarajevo, Federation of Bosnia and Herzegovina

Web Site: www.raiffeisenbank.ba
UPI Banka d.d.

Mr. Mirsad Letic, Director

Phone: 387-(0)33-200-309          Fax: 387-(0)33-200-789
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CHAPTER 9: BUSINESS TRAVEL

A.
Business Customs

Business customs in BiH remain an amalgam of the old socialist-style habits and newly acquired business practices.  However, the business culture is changing.  Over the past decade, the business community has benefited from the presence of many international agencies, foreign investors, and technical assistance programs.  This change, most obvious in the largest business and industrial centers, has introduced new management, language, and IT skills, as well as Western-style business practices.  Most of today’s managers are fluent in English, use IT equipment and email, and never leave home without their mobile phones.  The exchange of business cards is a common practice.  While most business meetings take place in a formal setting, it is not unusual to discuss business over coffee or lunch.  An invitation to dinner should never be rejected; it may be a sign of serious desire to do business.  There are fewer women in business than men, but they are treated with respect.  

As is the case in many other countries, local companies prefer to do business with people they know well.  Business friendships are highly valued.  Establishing a local presence and employing locals signal long-term commitment to the market, and are well-received.   

BiH is a multiethnic, multi-religious, and multicultural country.  There are three main ethnic groups in BiH: Bosniaks (Muslims), Croats (Roman Catholics), and Serbs (Orthodox).  It is advisable to know your business partner’s ethnicity and religion.  While the languages spoken in BiH – Bosnian, Croat, and Serbian – are almost the same, each ethnicity takes pride in speaking its own language.  When necessary in a conversation, it is best to refer to the language as “local language.”  No business meetings should be planned during religious holidays.

Summer break is in full swing during the months of July and August.

B.
Travel Advisories and Visas

Before traveling to BiH, U.S. citizens should consult the latest USG travel advisory (www.usembassy.ba).  U.S. citizens do not need a visa to enter BiH, but must have a valid passport.

Foreigners must register with local police within 24 hours of arrival by going to the nearest police station in person.  If you are staying in a hotel, the hotel performs this registration for you automatically.  If you are renting an apartment, it is the duty of the property owner to register you at the local police station.  Your employer may also perform this registration for you.

Registration is free for the first three months of stay, regardless of the purpose of the visit.  Stays of longer than three months (education, scientific research, employment, engagement in a professional activity, medical treatment, tourism or other justified reason, or because of marriage to a BiH citizen) require a temporary resident permit, which must be applied for before the three-month period expires.  Foreigners must state the reason for the extended stay and submit evidence of adequate financial support for the duration of the visit to BiH.

Fees for obtaining temporary residence permit:

- For stays of up to three months:
US$ 20

- For stays of up to twelve months:
US$ 50

- Employees of international organizations that have a special contract with BiH Government (such as SFOR, UN, IPTF) are exempt from these fees.

The Ministry of Interior’s Center of Security Services (i.e. police department) of the district in which the foreigner has already been registered issues the temporary resident permit.  Applications for extension of temporary resident status must be submitted a week before the previous permit expires.  

C.
Holidays in BiH 2004

January 2
Friday

New Year’s Day



January 6
Tuesday 
Christmas


Banja Luka

January 7
Wednesday
Christmas


Banja Luka

January 14
Wednesday 
Orthodox New Year

Banja Luka

January 15
Thursday
Orthodox New Year

Banja Luka

January 27
Tuesday
St. Sava’s Day

Banja Luka only

February 1* 
Sunday  
Kurban Bajram

Mostar and Sarajevo

March 1
Monday
Independence Day

Mostar and Sarajevo

April 9*

Friday

Good Friday


Banja Luka

April 12*
Monday
Easter





May 1

Saturday
Labor Day 




May 3**
Monday 
Labor Day (May 2)

Sarajevo and Mostar

August 15
Sunday
Assumption Day

Sarajevo and Mostar

November 1
Monday
All Saint’s Day


Sarajevo and Mostar

November 13*
Saturday
Ramadan Bajram

Sarajevo and Mostar

November 25
Thursday
Statehood Day

* These dates are variable and may change depending on various calendar changes.

**In accordance with the local law, if the Labor Day holiday May 1 and 2 falls on a Sunday the following working day will be a non working day.

D.
Business Infrastructure

BiH has four international airports, with Sarajevo being the most important hub for international traffic.  The airport is served by Austrian Airlines (out of Vienna), Malev (out of Budapest), Lufthansa (out of Munich), Adria Airways (out of Ljubljana), Croatia Airlines (out of Zagreb), JAT (out of Belgrade), and Turkish Airlines (out of Istanbul).  Airports in Banja Luka, Tuzla and Mostar also host some international flights, but on a limited scale.  Due to poor roads, travel in BiH is not easy.  Car rental services are provided by numerous agencies, including Budget, Hertz, Avis, and Europcar.  Railway traffic is still unreliable.

BiH’s three state-owned operators provide fixed, mobile, data, and Internet services.  The mobile networks operate on 900MHz frequency and have roaming agreements with all major providers in Europe and the U.S.

The country’s banking system is well developed.  Credit cards (Eurocard/Mastercard, Visa, Diners, Amex) are still only accepted at large stores and businesses.  Many stores and vendors only accept cash. Travelers checks and foreign currency can be exchanged in banks and at the airport. ATMs are also available.

The local currency is KM (convertible mark) valued at $1 = KM1.6, July 2004.  The Euro is widely accepted as well.

Accommodation capacities meet the basic needs of business travelers.  The recent privatization of the Holiday Inn Sarajevo to an Austrian consortium will eventually result in a modern hotel with all the amenities required by international business travelers.  Sarajevo, Banja Luka, and Mostar all have a number of smaller hotels.

Office space or housing can be secured through specialized agents or by placing an advertisement in the local press.  

Chapter 10 has not been updated for the July 2004 submission.

CHAPTER 10: ECONOMIC AND TRADE STATISTICS

APPENDIX A: Country Data

Population: 3,922,205

(note:  All data dealing with population are subject to considerable error because of the dislocations caused by military action.)

Age structure:  0-14 years:  20.13% (male 405,713; female 383,850) 

15-64 years:  70.78% (male 1,422,796; female 1,353,410) 

65 years and over:  9.09% (male 150,802; female 205,634) (2001 est.)  

Population growth rate: 1.38% (2001 est.)  

Birth rate: 12.86 births/1,000 population (2001 est.)  

Death rate: 7.99 deaths/1,000 population (2001 est.)  

Net migration rate: 8.91 migrant(s)/1,000 population (2001 est.)  

Infant mortality rate: 24.35 deaths/1,000 live births (2001 est.)  

Life expectancy at birth: 71.75 years 

Government type: emerging democracy  

Capital: Sarajevo  

Administrative divisions: there are two first-order administrative divisions - the Bosniak/Croat Federation of Bosnia and Herzegovina (Federacija Bosna i Hercegovina) and the Bosnian Serb-led Republika Srpska; note - Brcko in northeastern Bosnia is a self-governing administrative unit under the sovereignty of Bosnia and Herzegovina; it is not part of either the Federation or Republika Srpska  

Independence: 1 March 1992 (from Yugoslavia)  

National holiday: National Day, 25 November (1943)  

Constitution: the Dayton Peace Accords, signed 14 December 1995, included a new constitution now in force  

Legal system: based on civil law system  

Suffrage: 16 years of age, if employed; 18 years of age, universal  

Note: All information from the 2001 CIA World Factbook. For more information, see www.cia.gov

APPENDIX B:  Domestic Economy

	
	1999
	2000
	2001
	2002 (projected)

	Population (millions) 1/
	4.3
	4.3
	4.3
	4.3

	GDP (current prices, billions of USD) 1/
	3.8
	4.3
	4.5
	4.7

	Real GDP Growth Rate (percent) 1/
	9.9
	4.5
	2.3
	2.3

	GDP Per Capita (current prices in USD) 1/
	884
	1000
	1047
	1093

	Government Spending (percent of GDP) 1/
	69.1
	65.9
	61.3
	--

	Inflation – BiH (percent) 1/
	--
	5.5
	3.0
	--

	Inflation – Federation
	-0.7
	1.9
	1.7
	--

	Inflation – RS
	14.1
	14.6
	8.0
	2.0

	Unemployment (percent) 2/
	31.0
	40.0
	38.0
	--

	Foreign Exchange Reserves (billions of USD) 1/
	0.47
	0.45
	0.77
	--

	Average Exch. Rate for 1 USD
	2.1
	2.2
	2.2
	2.2

	Debt Service Ratio (percent) 1/
	29.3
	29.9
	--
	--

	U.S. Econ/Mil Assistance (millions of USD) 3/
	192
	101
	95
	--


----------------------------------------------------------------------------------------------------------

Sources: 

1/ IMF estimates (BiH Central Bank estimates show higher Real GDP growth rate through 2002. For Central Bank figures, see www.cbbh.ba)

2/ EBRD

3/ U.S. Embassy, Sarajevo 

APPENDIX C: Trade Statistics (millions of USD)                                                                                                

	
	1999
	2000
	2001
	2002 (proj.)

	Total BiH Exports 1/
	649
	732
	857
	977

	Total BiH Imports 1/
	2502
	2348
	2299
	2409


------------------------------------------------------------------------------------------------------------

Sources: 

1/ IMF estimates

Chapter 11: U.S. AND COUNTRY CONTACTS

U.S. Government:

Embassy of the United States of America
Alipasina 43, 71000 Sarajevo
Phone: 387-33-445-700 ext. 2134
Fax: 387-33-219-185
Mr. Thomas Kelsey, Regional Senior Commercial Officer

E-mail: Thomas.Kelsey@mail.doc.gov
Mr. Edin Fetahovic, Commercial Specialist
E-mail: Edin.Fetahovic@mail.doc.gov
www.buyusa.gov/bosniaandherzegovina

Embassy of the United States of America
LTC T.J. Moffatt, Office of Defense Cooperation
Fra Andjela Zvizdovica 1, 71000 Sarajevo

Phone: 387-33-296-501
Fax: 387-33-296-512
www.usembassy.ba

Ms. Sanela Stanojcic, Agriculture Specialist

U.S. Embassy Sarajevo

Alipasina 43 

71000 Sarajevo

Phone: 387-33-445-700 ext. 2099
Fax: 387-33-212-692

Email: StanojcicS@usembassy.ba

U.S. Department of Agriculture
Foreign Agricultural Service
Trade Assistance and Promotion Office
Phone: 202/720-7420
E-mail: TAPO@fas.usda.gov
www.fas.usda.gov

The Multilateral Development Bank Office
U.S. Department of Commerce
14th and Constitution, NW, Washington, D.C. 20007
Phone: 202/482-3399; Fax: 202/482-3914

TPCC Trade Information Center in Washington
Phone: 1-800-USA-TRADE


Business Associations

American Chamber of Commerce in Bosnia and Herzegovina

Ms. Dzenita Becic, Executive Director

Zmaja od Bosne 4, 71000 Sarajevo

Tel: 387-33-269-230
Fax: 387-33-269-232

Email: amcham@lsinter.net
Chamber of Economy of Bosnia and Herzegovina

Mr. Petar Milanovic, President

Phone: 387-33-667-940          Fax: 387-33-663-632

Email: presidoffice@komorabih.com

Branislava Djurdjeva 10, 71000 Sarajevo

Web Site: www.komorabih.com
Government

Council of Ministers of Bosnia and Herzegovina, Chairman

Mr. Adnan Terzic, Chairman

Phone: 387-33-663-519          Fax: 387-33-211-464

Trg BiH 1, 71000 Sarajevo

Council of Ministers of Bosnia and Herzegovina

Ministry of Foreign Trade and Economic Affairs

Mr. Dragan Doko, Minister

Phone: 387-33-473-123          Fax: 387-33-445-911

Musala 9, 71000 Sarajevo

Council of Ministers of Bosnia and Herzegovina, Ministry of Civil Affairs

Mr. Safet Halilovic, Minister

Phone: 387-33-221-073          Fax: 387-33-221-074

Trg Bosne i Hercegovine 1, 71000 Sarajevo

Council of Ministers of Bosnia and Herzegovina, Ministry of Foreign Affairs

Dr. Mladen Ivanic, Minister

Phone: 387-33-281-117          Fax: 387-33-472-188

Musala 2, 71000 Sarajevo

Web Site: www.mvp.gov.ba/Index.htm

Council of Ministers of Bosnia and Herzegovina, Treasury

Mrs. Ljerka Maric, Minister

Phone: 387-33-205-345          Fax: 387-33-471-822

Trg Bosne i Hercegovine 1, 71000 Sarajevo

Council of Minister of Bosnia and Herzegovina, Ministry of Security

Mr. Barisa Colak, Minister

Phone: 387-33-213-624          Fax: 387-33-213-628

Trg Bosne i Hercegovine 1, 71000 Sarajevo

Council of Ministers of Bosnia and Herzegovina, Ministry of Transport & Communications

Mr. Branko Dokic, Minister

Phone: 387-33-284-750          Fax: 387-33-284-751

Trg Bosne i Hercegovine 1, 71000 Sarajevo

Council of Ministers of Bosnia and Herzegovina, Department of Civil Aviation

Mr. Djordje Ratkovica, Director General

Phone: 387-33-251-350          Fax: 387-33-251-351

M. Tita 40, 71000 Sarajevo

Web Site: www.bhdca.gov.ba
FIPA - Foreign Investment Promotion Agency

Mr. Mirza Hajric, Director

Phone: 387-33-278-080          Fax: 387-33-278-081

Email: hajric@fipa.gov.ba
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71000 Sarajevo, Federation of Bosnia and Herzegovina

Web Site: www.fipa.gov.ba

Central Bank of Bosnia and Herzegovina

Mr. Peter Nichol, Governor

Phone: 387-33-278-100          Fax: 387-33-278-299

Marsala Tita 25, 71000 Sarajevo

contact@cbbh.ba
Web Site: www.cbbh.gov.ba
Communications Regulatory Agency of Bosnia and Herzegovina

Mr. Kemal Huseinovic, Director General

Phone: 387-33-250-600          Fax: 387-33-250-650

Vilsonovo setaliste 10

71000 Sarajevo, Federation of Bosnia and Herzegovina

info@cra.ba
Web Site: www.cra.ba
Government of Republika Srpska, Prime Minister

Mr. Dragan Mikerevic, Prime Minister

Phone: 387-51-331-333          Fax: 387-51-331-366

Vuka Karadzica 4, 78000 Banja Luka

Email: info@vladars.net
Web Site: www.vladars.net/
Government of the Federation of Bosnia and Herzegovina, Prime Minister

Mr. Ahmed Hadzipasic, Prime Minister

Phone: 387-33-650-457, 656-963          Fax: 387-33-444-718, 664-816

Alipasina 41, 71000 Sarajevo

kabprem@fbihvlada.gov.ba
Web Site: www.fbihvlada.gov.ba
Chapter 12:  MARKET RESEARCH

Please see http://www.export.gov/OneStopConsumer/OneStop/mrllogin.jsp
Chapter 13:  TRADE EVENT SCHEDULE

Please see http://www.export.gov/comm_svc/tradeevents.html
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