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          Bosnia and Herzegovina: Economic Overview
Path to EU Accession:
At present, the nation of Bosnia and Herzegovina has a slowly progressing relationship with the European Union. In January 2006, it was the last Balkan nation to begin talks with the EU on a Stabilization and Association Agreement (SAA), a weigh station on the path to EU membership.
 Although more reforms are needed, this is a promising move for the nation to advance and consolidate its democratic institutions and position in the global economy. 
On the security front, EU peacekeeping troops have maintained a small but noticeable presence in the country since the civil war between the Serbs and the Croats ended in 1995. Currently, the EU Police Mission in Bosnia and Herzegovina is helping the country maintain a “sustainable, professional and multiethnic police service operating in accordance with best European and international standards.”
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Economic Indicators:
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Though the country ranks second to poorest (above Macedonia) among the republics of the former Yugoslav region, there is some hope for economic growth in Bosnia and Herzegovina as more time passes from the 1992-1995 civil war. The currency that was introduced in 1998, the “konvertibilna marka” or convertible mark, is pegged to the euro, an economic move that has increased confidence in Bosnia’s banking division.
  
· Since 2004, the annual inflation rate in Bosnia and Herzegovina has been the lowest of all the countries that formerly made up Yugoslavia. Bosnia also has by far the lowest international debt of any of the Balkan states; its estimated debt in 2005 was $3.1 billion, as opposed to the international debts of Serbia and Montenegro $15.43 billion and Croatia at $29.28 billion.
  







                                                                          






        
Economic Structure:
· Bosnia’s GDP at present is roughly $22.89 billion. However, the country also has a large informal sector (black market) that could also total to as much as 50% of the official recorded GDP. GDP composition by sector: 14.2% agriculture, 30.8% industry, 55% services.

· Bosnia’s main trading partners are all local European countries, such as Croatia, Slovenia, Italy, Germany, and Hungary.
· In 2001, a monumental banking reform took place when all the payment bureaus from Communist rule were closed by the government. Prominent banks from Western Europe and other foreign countries now dominate most of Bosnia’s banking sector.

                                                  Political Considerations:
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The Dayton Peace Accords of 1995  divided the country into two entities—the Federation of Bosnia and Herzegovina (FBH) and Republika Srpska (RS)—to stabilize ethnic tensions.

· Bosnia is a relatively new nation that is still working towards a stable democratic government and a functioning economy after civil strife in the early 1990s. Bosnia and Herzegovina created a cooperative government that incorporated their three primary ethnicities: the Bosniaks, the Serbs, and the Croats.) The presidency involves three members, one from each ethnic background, that rotate the position of Chair of the Presidency every eight months. The next election is to be held in October 2006 and will determine three new presidency leaders who will hold office until 2010. 
· The Parliamentary Assembly is the legislative branch of the Bosnian government and consists of two branches: the House of Peoples and the House of Representatives. The House of Peoples has 15 delegates, five from each ethnic group. The House of Representatives has a total of 42 members, two-thirds of whom are elected from the Federation and one-third from the Republika Srpska.
 
· In 1995, the Constitution of Bosnia and Herzegovina was created. The establishment of a working constitution was a major step towards promoting democratic practices and equality after the nation was ripped apart by war. The line in the preamble that asserts, “democratic governmental institutions and fair procedures best produce peaceful relations within a pluralist society”
 rings true for this nation after a decade of peaceful coexistence between the Bosniaks, Serbians, and Croats.

Attractions:
· Foreign investment: Since the end of the civil war in 1995, the amount of foreign investment in Bosnia has been rapidly increasing with each passing year. In 2002, the country’s investment value jumped 247% from the previous year, reflecting the trust that foreign investors are putting into the stability and growth of the small nation.
 Foreign investors also face few formal restrictions in business activities—the government works hard to please investors abroad by granting them national treatment and protecting them from nationalization of assets and changes in the law that might affect their investments.

· Seaports in the Adriatic Sea: Bosnia and Herzegovina has good connections to the Adriatic Sea that present a great opportunity to expand trade with neighboring countries and the rest of the world. Some of the country’s main seaports include Port Ploce, Rijeka, Kopar and Bar. All of these ports are connected to the major cities and industrial centers of BiH through railways and highways.

· Educated work force: Bosnia and Herzegovina boasts a high literacy rate for a recently war-torn country—98.4% for males and 91.1% for females. With educated citizens working in Bosnia, advances in industrial technology and more efficient production procedures are likely to occur over the next decade as the country strives to make an impact on the global market.
 
Troubled Spots:
· High Unemployment Rate: The nation’s official unemployment rate at the end of 2004 was 45.5%.  This is a drastically high number for a country that aims to have some degree of EU involvement and world influence in the coming years. However, due to the unmeasured influence of the informal economic sector, Bosnia’s unemployment rate may actually range between 25-30%.

· Overstaffing in the Industrial Sector: Bosnia and Herzegovina still suffers from a surplus of workers in industry, a trouble spot left over from the days of communist Yugoslavia. While industry does make up a large portion of the nation’s economy (30.8% as of 2002),
 many of the industrial firms in Bosnia have lost significant commercial value after production plummeted during the Civil War. As the value of industry declines, industry workers would likely be more productive in Bosnia’s largest sector, services (up to 55% in 2002).

· Lingering Feelings of Separatism: The 1995 division of Bosnia that resulted in the sub-national entities of FBH and the RS has proved surprisingly successful in moving the country towards a stable central government. However, there are still prominent political figures in Bosnia whose nationalist feelings may hinder further unification of the government.
 With the Chair of the Presidency position rotating between the Bosniak, Serbian, and Croatian leaders every eight months, it is conceivably easy to adjust the national agenda to fit the needs of one particular group. The leaders of these ethnic groups, as well as the political leaders in FBH and RS, must work together to see democratic institutions and practices prevail in their recovering country.  
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