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Banja Luka


I'd like to thank the American Chamber of Commerce (AmCham) for inviting me to speak to you today, and Razvojna Banka for sponsoring this lunch. I also want to welcome Prime Minister Mikerevic and other members of government. 

And before I make a few remarks about the business climate, I would like to announce that the U.S. Export-Import Bank is now open for business in Bosnia and Herzegovina. Ex-Im is a U.S. government agency that offers loans, guarantees and insurance to private companies for the import of U.S. products and equipment. Ex-Im's regional representative, Margaret Kostic, is here today. I know she has already arranged meetings with some of you to discuss possible projects. I encourage all of you to speak with her and take advantage of Ex-Im's valuable programs.

AmCham’s membership has expanded remarkably in recent months, especially in the RS. I'd like to recognize the contributions companies in the RS made to the Night of 1,000 Dinners, AmCham's charity dinner in December to benefit demining in Bosnia and Herzegovina. Companies such as Bobar, Vitaminka, Euro-Medic and others gave generously so that we can work to free this country from the threat of mines by 2010, and help all its citizens safely enjoy this beautiful countryside. You put BiH on the map, by raising more funds for demining than almost any other country in the world.

Many of you will also be receiving invitations to a reception in March to support the Srebrenica Memorial Foundation, an important project for building reconciliation among the peoples of this country. I hope you can attend.

Lobbying for Change 

The Night of 1,000 Dinners is just one example of the great things that can be achieved through the partnership of business interests and social interests. Companies can "do well by doing good". In other words, by paying attention to issues outside of profits in the short term, you can reap even greater benefits in the long term. It's called enlightened self-interest. And I am not just talking about important AmCham functions like fund-raising or networking. I am thinking about lobbying, about making your interests known to the officials who make decisions about laws and regulations that affect you. The AmCham can be a powerful vehicle for you to make your voices heard.

I emphasize lobbying because I believe that it's one of the best ways for you to improve the business climate for your company and for BiH, and for creating a better future for this country’s youth. It is partly up to you to hold officials accountable. It is their job to listen to your concerns and to act on them. Little will change until businesses demand change. I believe that Prime Minister Mikerevic’s presence here today is a sign that his government is committed to developing a dialogue with business. 

You are all leaders of the BiH private business sector. You have a common interest in eliminating the daily bottlenecks and roadblocks that can make doing business tough. OHR's new Bulldozer Committee provides you with a vehicle for doing that. The Committee has asked businesspeople like you to propose changes to laws and regulations that will help improve the business climate in this country. I encourage you to work with the Committee and use this initiative to help change BiH for the better. 

The future of this country lies in creating new businesses: small and medium-sized enterprises. Public officials should follow the lead of business and look at what works in this country -- meaning successful companies. They need to learn from you what works. Let me mention a few representatives from strong companies based in the RS who have a story to tell government leaders:

-- Mirko Risović, head of Tropik and owner of this lovely space; 

-- Dragutin Skrebic, head of a successful footwear exporter in Teslic, which I visited last fall;

-- Marijan Bilic of Euro-Medic International, which saves lives through high-tech dialysis and medical diagnostics.

-- Nedeljko Popović, director of Vitaminka, which is an example of successful privatisation; 

I could mention other success stories in this room, but my hope is that businesspeople can come together, like today, to support each other in the difficult economic transition that BiH faces.

Privatisation

Privatisation is a litmus test of a government's willingness to let businesspeople grow the economy. However, large strategic companies in BiH still remain in state hands. Company insiders and their political allies resist restructuring instead of welcoming foreign capital and know-how. 

Let me say a special word about the power sector, since BiH is particularly well endowed with a potential for power generation. Electricity is BiH's leading export, and BiH desperately needs exports. However, infrastructure is falling apart; prices are arbitrary; networks are inefficient; and there is alarming corruption and waste. 

USAID is working with the World Bank on the Power III project to restructure, modernize and privatise much of the electricity sector, as well as integrate BiH’s power grid with Europe. Unfortunately, we have had very little progress in the RS on Power III. New amendments to the law on privatisation will make Elektroprivreda RS and other RS companies unattractive to honest investors. The government must remove these amendments and other roadblocks to privatisation. The RS government must also support the appointment of the state-level power regulatory agency so it can immediately assume its responsibilities, and in general take a much more proactive role to put Power III back on track. Otherwise, the RS will lose a chance to modernize and integrate its power sector with Europe’s. 

Telecommunications is another area, which needs progress. I cannot overstate the importance of telecommunications. It is an essential service for virtually all business and is a key driver of modern economies. It can play an important role in regional development by improving living conditions and creating job opportunities.

BiH’s citizens and businesses are not well served by the current telecommunications conditions. A landline business customer in Banja Luka pays more than 6 km per minute for a call to the United States, up to ten times what the US partner pays to call back. The Telecom sector in BiH needs privatisation and good regulation to ensure it does not remain a drag on the overall economy. Telecommunications companies are not there to provide jobs for their employees or to generate revenue for the government. They are there to provide quality services at competitive tariffs for their customers, citizens and businesses. Full liberalization of the telecom sector will be a pre-condition for BiH accession to the EU and membership in the WTO.

BiH is now engaged in a broad debate on the reform of its customs and introduction of a VAT. These reforms are not only requirements to get into the EU and the WTO, but will give both the state and entities a more secure basis for long term funding, funding to provide essential public and social services. The USG supports OHR initiatives on customs and VAT, and World Bank efforts to reform social insurance. But these reforms must be introduced as part of a wider rationalization of the entire tax system to insure it does not increase the overall tax burden on businesses and citizens. That burden is already far too high, and must be reduced.

Conclusion 

There is an old saying: "talking about problems is complex but easy; taking action is simple but difficult." Well, creating a good business climate and rule of law in BiH is both complex and difficult, but our vision should be simple: a single economic space in BiH that rewards investment and hard work, and punishes lawlessness. BiH only has room for one economic space.

Nothing I am saying is new. Every businessperson in this room knows we must promote investment and SMEs. You know the economic potential of your companies and the potential of BiH's educated workforce. But what needs to be done? 

You must convince your political leaders that Europe will never accept BiH without a single economic space, and that means not only a single customs service and state-level VAT, but also unified statistics-keeping and bank regulation. 

You have to convince officials that the world cannot take them seriously without state-level safeguards to prevent scandals like Orao.

You have to convince them that no honest investor, foreign or domestic, is going to buy a state-owned company when corrupt officials have stripped its assets and sucked it dry. 

You have to convince them that domestic and foreign investors want the same thing: a predictable, rational business environment where the rule of law is enforced to the benefit of everyone. 

Finally, you have to convince them that enlightened self-interest is the way forward. Some political circles may prefer a ruined economy for the sake of their own short-term gain, but those of you in business know better and need to demand better. 

Other countries in the region have shown this can be done; ten of them will join the EU next year. There is no reason for BiH not to me among the next glass of graduates to the EU. All that is lacking is political will.

Thank you.
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