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1.  Summary
The Principles of International Development Co-operation, approved by the Czech Government in Resolution 302 of 31 March 2004, established that an essential component of Czech International Development Co-operation (IDC) is comprised of programmes of development co-operation with priority countries.  The objective of these programmes is that of contributing towards the promotion of the principles of partnership, efficiency, and transparency. 

The Czech Government has identified Bosnia and Herzegovina as one of the priority countries for long-term development co-operation, primarily due to the following:  

•
the need for development co-operation

• 
the long tradition of strong economic, political, and cultural ties between the Czech Republic and Bosnia and Herzegovina

• 
the country’s strong tradition of development co-operation with the Czech Republic

• 
the importance of Bosnia and Herzegovina’s economic and social development for stabilising the South Central European region

• 
the great potential for secondary benefits from development co-operation (expansion of mutually beneficial economic relationships) 

Bosnia and Herzegovina is one of Europe’s least developed countries: on the list of 51 European countries ranked according to standard of living it is currently 41st (in 1991 it was in 26th place); in a global comparison, Bosnia and Herzegovina ranked 68th out of the 177 countries on the UN’s 2004 Human Development Index.  The overall political, social and economic situation in Bosnia and Herzegovina can be described as undergoing gradual renewal after the years of armed conflict (1992-1995) that were brought to an end by the Dayton Peace Accords in December 1995.

Within the framework of development co-operation with Bosnia and Herzegovina, the Czech Republic will focus on the following priority areas:

•  
economic and industrial development, specifically reconstruction and modernisation, including the transfer of specific skills, experience, and technology

•  
agriculture and rural development, a sector that is both crucial for development in Bosnia and Herzegovina and appropriate for Czech Republic development intervention, particularly in the area of transfer of modern technology and sector-specific experience

•  
transportation infrastructure, the development of which is critical for balanced economic development and increasing the standard of living in the population

The Czech Republic’s development intervention will be focused on the Northeast economic region centred around Tuzla, which spans the border between the ethnically defined entities of the Federation of Bosnia and Herzegovina and Republika Srpska (in Bosnia and Herzegovina) and which is home to a representative mixture of ethnicities.

Indicative summary of the areas for development intervention in the area of economic and industrial development:

•  
support for small and mid-sized enterprises through know-how transfer

•  
support for regional economic development

•  
ecological reform of technological and industrial processes 

•  
collaboration in the area of electrical energy production

•  
support for regional gas supply

•  
agricultural and forestry sector technology transfer,

•  
renewal of industrial structures and transportation infrastructure (construction sector)

•  
support for the telecommunications sector

Indicative summary of the areas for development intervention in the agriculture and rural development sector:

• 
stabilisation of returnees through support and renewal of agriculture

• 
education, training, know-how transfer

•  
support for small farms

•  
support for small food-industry operations

•  
water management

•  
forest management

•  
veterinary supervision

•  
commercial animal breeding and animal husbandry

Indicative summary of the areas for development intervention in the transportation infrastructure sector:
•  
co-operation in the rail transport sector

•  
co-operation in the road transport sector

•  
co-operation in the air transport sector

•  
co-operation in the municipal public transport sector.
The Czech Republic will pay special attention to the following cross-cutting issues in its intervention:

• 
support for the integration of Bosnia and Herzegovina into the European Union (EU)

•
transfer of transformation experiences

•  
reform, modernisation, and strengthening of the capacities of the public administration

•
sustainable return of war refugees

•
strengthening civil society
•  
environmental protection 

•
mine clearing activities

•
gender equality

2.  Objectives and Principles of the International Development Co-operation of the Czech Republic

As a member of the European Union (EU) and of the international community of democratic and economically developed countries, the Czech Republic (CR) recognises the principle of mutual solidarity among peoples and states, and accepts its share of responsibility for resolving global problems.  International development co-operation (IDC) is one expression of this attitude and represents an integral component of Czech foreign policy.  The CR, in accordance with EU principles, and the protection of its interests, conducts and provides its own IDC on both bilateral and multilateral levels.

Approved by the Czech Government in Resolution 302 of 31 March 2004, the Principles of International Development Co-operation define international development co-operation in the broader sense as a deliberate government policy directed at partner developing and transition countries.  In the narrower sense, IDC represents assistance supplied by the Czech state, with the objective of promoting long-term sustainable development in its partner countries, in the form of transfer of finances or material, or technical assistance.

Among the chief objectives of Czech IDC are the following: poverty reduction; economic-industrial development and the gradual integration of the partner countries into the world economy; agricultural development; the development and entrenchment of democracy, human rights and good governance; the establishment of rule of law; migration management; sustainable development with an emphasis on its environmental components; and post-conflict reconstruction.

The Foreign Development Aid Concept for the 2002–2007 Period, adopted by the Czech Government in Resolution 91 of 23 January 2002, cited contribution towards poverty reduction in less-developed parts of the world through the promotion of sustainable economic and social development, in line with the efforts of the international community, as the overall objective in the area of Czech international development assistance. The CR adopts a multidimensional approach to the reduction of poverty, which cannot be understood in solely economic terms as low per capita income within a population, but instead must be viewed in the context of other social and environmental factors as well. The CR fully supports the international Millennium Development Goals (MDGs) adopted at a series of UN conferences in the 1990s and confirmed by the 2000 UN Millennium Summit. The main target is to halve the proportion of people living in extreme poverty by 2015.

The Czech Republic’s international development co-operation is founded on the principles of partnership (IDC must be driven by demand for assistance on the part of the beneficiary country, rather than be donor-driven), efficiency, and transparency.  Czech IDC reflects the CR’s interests and needs, and contributes to the enhancement of political and economic relations between partner countries and the CR. The provision of IDC is also in line with the security interests of the CR.

The Principles of International Development Co-operation after CR Accession to the EU, approved by the Czech Government in Resolution 302 of 31 March 2004, established that programmes of co-operation with priority countries are an essential component of Czech international development co-operation, with the objective of contributing towards the promotion of the principles of partnership, efficiency, and transparency.  The existence of programmes will make development work more predictable and simplify planning activities for all parties involved in development co-operation.  

In line with the objectives defined in the Principles of International Development Co-operation and the foreign policy interests of the CR, the Czech Government has approved the intention to focus its IDC, over the long-term, on the following priority countries: the Republic of Angola, Bosnia and Herzegovina, the Republic of Moldova, Mongolia, Serbia and Montenegro, the Socialist Republic of Vietnam, the Arab Republic of Yemen, and the Republic of Zambia.

3.  Bosnia and Herzegovina as a Partner in the Development Co-operation of the Czech Republic

In Resolution 302 of 31 March 2004, the Czech Government identified Bosnia and Herzegovina as one of the priority countries for long-term development co-operation, primarily due to the following:  

•
the need for development co-operation

• 
the long tradition of strong economic, political and cultural ties between the Czech Republic and Bosnia and Herzegovina

• 
the country’s strong tradition of development co-operation with the Czech Republic

• 
the importance of Bosnia and Herzegovina’s economic and social development for stabilising the South Central European region

• 
the great potential for secondary benefits from development co-operation (expansion of mutually beneficial economic relationships) 

With respect to its recent experiences with economic and political transformation, culminating in the admission to prestigious international institutions, the Czech Republic represents a strategic development partner for Bosnia and Herzegovina.  The two countries share traditionally close ties – with roots going back to the decades of shared history within the Austro-Hungarian Monarchy, reaching through the common experience of life under totalitarian regimes and a centrally planned economy, up to shared hopes and prospects associated with membership in international institutions, particularly the European Union.  These have contributed, in no small degree, to heightened co-operation between the two countries.

Co-operation between the Republic of Bosnia and Herzegovina and the Czech Republic, or rather Czechoslovakia, began immediately after Bosnia and Herzegovina’s declaration of independence in 1992, when the then Czechoslovakia established diplomatic relations with the new country. However, events associated with the fighting in 1992-1995 significantly slowed the progress of mutual co-operation, and the CR had no official representation in Sarajevo until 1996.  During the war, and particularly after it, in the period of reconstruction and stabilisation, the CR provided Bosnia and Herzegovina with humanitarian assistance, flowing both from the state budget and through the activities of Czech NGOs, voluntary collections, etc.

On the basis of several resolutions taken between 1993 and 1997, the Czech Government identified specific spheres for the provision of assistance to the conflict-torn Bosnia and Herzegovina:

•  
humanitarian assistance: making financial support available and providing material assistance to victims of the war on the territory of the Republic of Bosnia and Herzegovina (see e.g. Resolutions 607/1993, 154/1995, 315/1995, 618/1995)

•  
granting temporary refuge to the citizens of the former Republic of Bosnia and Herzegovina on CR territory (see e.g. Resolutions 723/1993, 284/1994, 735/1994, 731/1995, 291/1996, 579/1996, 464/1997)

•  
providing financial assistance and granting permanent residency in the CR to persons of Czech origin (see e.g. Resolutions nos. 416/1995, 71/1996, 11/1997)

•  
a programme for voluntary repatriation to Bosnia and Herzegovina for people who were granted temporary refuge in the CR (see e.g. Resolutions 318/1996, 579/1996, 464/1997)
The official framework for Czech post-war assistance to Bosnia and Herzegovina was established on the basis of Resolution 765 of 21 July 1999.  This resolution allocated a total of CZK 2 billion, acquired through the issue of state bonds, to finance the consequences of the Kosovo crisis in South Eastern Europe.  Funds designated for implementation of the programme spheres were transferred to five Czech ministries (the Ministry of Defence [MDef], the Ministry of the Interior [MInt], the Ministry of Foreign Affairs [MFA], the Ministry of Industry and Trade [MIT], and the Ministry of Agriculture [MAg]) on the basis of this resolution.
  These ministries then implemented sectoral programmes in Bosnia and Herzegovina, always via resolutions taken by the Czech Government, using funds from the so-called “Kosovo bonds”, in accordance with the rules and regulations of the competent ministry.

Table 1: Summary of projects implemented with the funds (CZK 500 million) allocated for Bosnia and Herzegovina under Resolution 765/1999 – Industrial renewal sector (MIT) and Agriculture (MAg) sectors:

	Project Name
	Responsible Ministry of the CR
	CR Resolution 

	Construction of Homes for Refugee Families on the Territory of Bosnia and Herzegovina 
	MIT
	No. 687/2002

	Launch of Production and Expansion of Sales of Furniture and Commercial Equipment
	MIT
	No. 687/2002

	Renewal and Construction of PK Šikulje Control and Transport System – Općina Lukavac
	MIT
	No. 687/2002

	Renewal of Transportation System at Opencast Mine DL Dubrave and Supply of Equipment for Maintaining Machines Supplied from the CR
	MIT
	No. 687/2002

	Revitalisation of the Control System, incl. Coal Separating Plant, of the DL Dubrave Coal Mine
	MIT
	No. 687/2002

	400 kV Transmission Line Ugljevik-Rača (40 258 m) 
	MIT
	No. 1127/2000

	Reconstruction and Modernisation of Block 5 Boiler in the Kakanj Power Plant 
	MIT
	No. 16/2004

	Supply of pregnant heifers of the Czech Spotted Cattle Breed to Republika Srpska and to Bosnia and Herzegovina


	MAg
	No. 127/2000 and

No. 1280/2002

	Agricultural Renewal Project in the Federation of Bosnia and Herzegovina 
	MAg
	No. 1280/2002

	Dairy and Agricultural Mini Farms in Vishegrad, Bosnia and Herzegovina 
	MAg
	No. 1280/2002

	Bosnia Rediviva – Sustainable Return
	MAg
	No. 1280/2002

	Supply of Pregnant Heifers of the Czech Spotted Cattle Breed and Mobile Milking Equipment to Republika Srpska in Bosnia and Herzegovina 
	MAg
	No. 995/2003

	Renewal of Agriculture in Bosnia and Herzegovina – Supply of Pregnant Heifers
	MAg
	No. 995/2003


The contributions made by the CR to the budgets of international organisations involved in the post-war reconstruction of Bosnia and Herzegovina have also been significant.  In the post-war period, ad hoc funds, designated directly for reconstruction of Bosnia and Herzegovina, were transferred to the UN, in addition to the regular contributions to the budgets of the individual UN agencies: e.g. a USD 150,000 contribution was made to the Commissioner’s Funds of the UNHCR, allocated on the basis of Resolution 318/1996 and used for the reconstruction of Sarajevo.  The activities of Czech non-governmental entities have also been quite significant: these entities employed funds allocated from UN agencies on the territory of Bosnia and Herzegovina during the war and in the post war period to implement multiple humanitarian and development-oriented projects (particularly in the area of work with war refugees and returnees).

The Czech Republic has been involved in intense co-operation within the framework of the “Stability Pact for South Eastern Europe”. These activities have been financed through the “Kosovo bonds”, as per Government Resolution 765/1999. 

The Czech Republic has also contributed to the stabilisation of the security situation in Bosnia and Herzegovina.  Czech soldiers served in peace missions with NATO’s IFOR and SFOR (I and II) forces deployed on the territory of Bosnia and Herzegovina, and elsewhere.  In the eight years of these missions, a total of 6 300 Czech soldiers served in the territory of Bosnia and Herzegovina.  As of 2 December 2004, 62 members of the Czech Army have been stationed in the military units of EU EUFOR/Althea; there are 54 at the base near Tuzla in the Federation of Bosnia and Herzegovina, and others at the headquarters in Tuzla and Butmir.  The Althea operation’s primary objective is to maintain security and peace; the mission is also intended to contribute to furthering progress in Bosnia and Herzegovina along the path towards integration into European structures, as well as to combat corruption and organised crime.

Several projects have been implemented within the framework of Czech IDC in Bosnia and Herzegovina since the 1990s.  Table 2, below, gives a summary of projects realised in the 2001-2005 period.

Table 2: Czech Development Co-operation Projects in Bosnia and Herzegovina 2001/2005

	Project Name
	Responsible Ministry of the CR 
	Implementation Period

	Post-war Reconstruction of Coal Mines and Energy Industry (Tuzla, Ugljevik) 
	MIT 
	2001–2005

	Feasibility Study of Municipal Transit System of Banja Luka
	MDef 
	2003–2005

	Feasibility Study of Railway Reconstruction from Sarajevo to Ploće Harbour 
	MDef 
	2003–2005

	Feasibility Study of Public Transport System in Sarajevo
	MDef 
	2003–2004

	Building Capacities in the Railway Transport Sector 
	MDef 
	2004–2006

	Conserving the Gene Pool and Improving Commercial Traits of Cattle Imported into Republika Srpska in Bosnia and Herzegovina in the Post-war Period 
	MAg 
	2005–2009

	Transfer of Technology for Using Pheromone Vaporisers against Bark Beetles in Forestland in Bosnia and Herzegovina 
	MAg 
	2005–2009

	Assistance in Construction of Asylum Infrastructure 
	MInt 
	2004–2006

	Construction of Capacities of Environmental Management System (EMS), implemented concurrently in FYROM and Serbia Montenegro – Budget for All Territories 
	MEnv 
	2003–2005

	Co-operation Between Bosnia and Herzegovina and the State Office for Nuclear Safety (multilateral project)
	State Office for Nuclear Safety 
	2005


Projects were implemented primarily in the manufacturing and energy sectors, the transportation sector (rail transport and public transit systems), agriculture, and sectors under the supervision of the Ministry of Interior (BiH).  In many ways, these projects were associated with the activities of Czech subjects being carried out within the framework of post-war renewal (the provision of material assistance to Bosnia and Herzegovina and institutional capacity building, activities implemented with funding from the “Kosovo bonds” and under the aegis of the Stability Pact for South Eastern Europe).  

Over the long term, development co-operation with Bosnia and Herzegovina is establishing a foundation for expanded bilateral relations. As a candidate for membership in international economic organisations (the World Trade Organisation and the EU), Bosnia and Herzegovina represents a promising future trading partner for Czech subjects.  

Co-operation in both cultural and scientific fields plays an important role in the two countries’ bilateral relations.  The groundwork for co-operation in the area of tourism promotion has already been laid.  In the post-conflict period, strong ties were established at the NGO level, particularly in the social arena (e.g. return and reintegration of war refugees, prevention of ethnic conflict, etc.).

4.  Economic, Political, and Social Situation in Bosnia and Herzegovina
Bosnia and Herzegovina is one of the least developed European countries.  The basic economic and social indicators are given in Table 3:

Table 3: Bosnia and Herzegovina’s basic economic and social indicators (World Bank, 2004)

	
	1999
	2002
	2003

	Population, total
	3.9 million
	4.1 million
	4.1 million

	Life expectancy
	73.0
	73.9
	N/A

	Infant mortality rate
	N/A
	15/1000
	N/A

	Under 5 mortality rate
	N/A
	18/1000
	N/A

	GNI, Atlas method
	USD 4.8 billion 
	USD 5.4 billion 
	USD 6.4 billion

	GNI per capita, Atlas method
	USD 1 240
	USD 1 310
	USD 1 540

	GDP
	USD 4.7 billion
	USD 5.6 billion
	USD 7.0 billion

	GDP growth (annual %)
	9.6
	3.9
	3.5

	Foreign debt
	N/A
	USD 1.8 billion
	N/A

	Debt service (% of export)
	7.2
	6.1
	N/A

	Direct foreign investment
	USD 176.8 million
	USD 293.4 million
	USD 1.3 billion

	Aid per capita
	268.6
	142.8
	N/A

	Aid per capita as share of GDP
	N/A
	10
	N/A


The overall political, social, and economic situation in Bosnia and Herzegovina for the past 10 years can be characterised as a period of gradual reconstruction after the years of the armed conflict (1992-1995) that ended with the Dayton Peace Agreement in December 1995. On a list of 51 European countries ranked according to standard of living it is placed 41st: before the outbreak of the war, in 1991, it was in 26th place on the same index. In a global comparison, Bosnia and Herzegovina ranked 68th out of the 177 countries on the UN’s 2004 Human Development Index.

Even ten years after the peace accords came into effect, post-war reconstruction and consolidation are still relevant to the country, which, as part of the former Yugoslavia, was one of the most developed regions in the “Eastern Block” at the beginning of the 1990s.  The overall economic situation in Bosnia and Herzegovina has clearly and considerably improved since the end of 1995, mainly due to the enormous development investment on the part of the international community Returning the standard of living and economic indicators to their pre-war levels, however, remains a challenge for the years to come.

In addition to Bosnia and Herzegovina’s growing dependence on the inflow of funds from development co-operation, the high indebtedness (internal and foreign) poses a considerable problem.  The omnipresent corruption contributes in no small degree to the poor economic situation in Bosnia and Herzegovina.  According to World Bank and IMF estimates, the country loses 40% of its GDP due to corruption each year.  

The fact that the readiness demonstrated by Bosnia and Herzegovina’s public institutions to assume responsibility for the country’s political development has been somewhat fragmented and generally at a low level is cause for considerable concern.  The phenomenon of the above-mentioned fragmentation is encouraged by the constant presence and superior competencies of the international community in Bosnia and Herzegovina: particularly the Office of the High Representative (OHR) and the presence of NATO and EU military units.  The Office of the High Representative was created under the Dayton Peace Agreement in 1995. The Office of the High Representative was created under the Dayton Peace Agreement in 1995.  On the basis of the “Bonn powers,” the OHR has overriding authority over the administration of Bosnia and Herzegovina (BiH), including authority to remove any public official from office, to revoke BiH laws or regulations, and to impose sanctions.  In addition, the continuing long-term (10 year) presence of international military units (after 2 Dec. 2004, currently EUFOR/Althea EU units) has imbued the existing situation in Bosnia and Herzegovina with an atmosphere of temporariness.  Despite the indisputably positive effect of their activities – especially in the area of overseeing implementation of aspects of the peace process and democratic development in Bosnia and Herzegovina – there are unmistakable side effects to the presence of both institutions that could, over the long term, be creating a strong dependency syndrome. This threat to the overall development of Bosnia and Herzegovina is underlined by the relatively weak position of the state government compared to the lower-level governments, i.e. entity and local (municipal) governments.

Poverty in Bosnia and Herzegovina is not a life-and-death issue at the present time: average per capita GNI is approximately USD 4.2 per day (2003).  Bosnia and Herzegovina is, however, one of the least developed countries in Europe.  The poverty line in Bosnia and Herzegovina has been set at an annual income of USD 1 465, i.e. USD 4/day
.  According to these diagnostics, 19.5% of the population in Bosnia and Herzegovina is living under the official poverty line: 25% in Republika Srpska and 16% in the Muslim/Croat Federation of Bosnia and Herzegovina.  Nonetheless, a simple comparison of the per capita income and the poverty line set in Bosnia and Herzegovina makes it clear that the problem goes beyond the exact percentage of poor BiH residents.  A considerable proportion of the population of Bosnia and Herzegovina is living near poverty: 30% of the BiH population is in danger of falling below the poverty line in addition to the 19.5% that is already living below it.  If the analysis were expanded to include dimensions other than per capita income, such as consumption, education, health care, housing, and social and legal protection (particularly of property rights), then almost 72% of the BiH population would be defined as poor in at least one of those aspects.  The major population groups at risk in Bosnia and Herzegovina include pensioners, the unemployed, post-war returnees, women, and children.  Poverty is also a serious problem within the young population.  

There is one aspect of poverty in Bosnia and Herzegovina that is particularly difficult to measure.  Official sources report up to 41% unemployment.  However, studies suggest that the informal or “grey” economy is quite large (accounting for up to 36 % of the economy in Bosnia and Herzegovina) and estimate the actual number of unemployed people in Bosnia and Herzegovina at approximately 16.4%.  

One of the most serious social and economic problems facing Bosnia and Herzegovina is the situation of war refugees and returnees.  During the four-year conflict, an entire third (some sources report as high as 55%) of the BiH population was classified as internally displaced persons.  At least 1.5 million members of the country’s population of 4 million were put to flight, and their abandoned homes systematically destroyed.  Post-war returnees represent one of the most vulnerable social groups in Bosnia and Herzegovina at this time.

The war damaged industrial plants, and the economic life of Bosnia and Herzegovina, were completely crippled.  The gradual, complete post-war reconstruction of the economy is underway, from the reconstruction of the industrial and transportation infrastructure to the establishment of standard economic relations and activities.  The renewal of industry and agriculture has been confronting not only problems directly caused by the war, such as disruption and to some extent the actual destruction of the infrastructure (including the transportation infrastructure), but also problems that have arisen in the past ten years of post-war reconstruction.  The major obstacles include the following: the incomplete privatisation of publicly-owned and semi-publicly-owned enterprises; the growing indebtedness of the BiH state; the limited opportunities for investment in the reconstruction of the individual sectors; over-development of the public sector at all levels (from the state level, to the entity level, right down to the local level) and the associated corruption.  One essential requirement for economic development in Bosnia and Herzegovina, however, is a distinct change in the public mindset and in the perception of economic relations. Bosnia and Herzegovina emerged from the socialist era, with its planned economy (even though the “Yugoslav Model” displayed some distinct features), only to plunge into the non-standard conditions of armed conflict, and then into the subsequent post-war reconstruction with the assistance provided by the international community.  Capacity building in the area of administration and management, marketing, and standard economic relations is, therefore, an essential precondition for growth of the BiH economy.

One powerful motivating factor for the implementation of reforms is the prospect of integration into international structures and organisations, particularly the European Union and, in the short-term, the WTO.  The desire of the Government of Bosnia and Herzegovina to join these organisations holds out hope that the launch of reforms in many areas of economic and social life may be accelerated. At present, a framework is provided by the Stabilisation and Association Process (SAP), which set out requirements (reforms in the economic, social, legal and political arenas) that, if fulfilled, will open the path for Bosnia and Herzegovina towards pre-accession negotiations with the EU.
5.  Development Priorities of the Government of Bosnia and Herzegovina

The development priorities of the Government of Bosnia and Herzegovina are set out in the Mid-term Development Strategy of Bosnia and Herzegovina 2004–2007: Poverty Reduction Strategy Paper (PRSP) of March 2004.  This document represents a kind of initiative that is completely new to BiH politics: it is the first attempt to set out a comprehensive state-wide (i.e. inter-entity and intergovernmental) strategy for BiH development and growth.  The PRSP is the result of a long-term consultation process carried out among the individual organs of government, at all levels, and interest groups (including NGOs, unions, private sector, and so on).

The PRSP sets out basic areas identified by the Government of Bosnia and Herzegovina as representing key directions for the country’s development:

•
creation of conditions for sustainable and balanced economic development

•
poverty reduction

•
acceleration of the process of European integration (EU entry) 

•
implementation of sectoral reforms

One essential requirement of sustainable economic development and growth in Bosnia and Herzegovina is the consolidation of the overall macro-economic situation, including the implementation of fiscal and public sector reforms. These elements are closely connected with the agenda of closer ties to the EU and the poverty reduction strategy in general.

Among the basic objectives of macro-economic reform in Bosnia and Herzegovina are the following: 

•
to maintain inflation at the level of 1-2% and organisational reforms within the “Currency Board” of the Central Bank of Bosnia and Herzegovina

•
to reduce overall public expenditures from 46% GDP in 2004 to 43% by 2007

•
to bring the current account deficit down to the sustainable level of 11% GDP by 2007 with a transition period in 2005 (15%) and 2006 (13%) 

•
to ensure direct foreign investment inflow at the level of USD 2 billion by 2007

•
to increase the level of state reserves
 seven-fold by 2007

•
to ensure international development co-operation assistance in the amount of USD 1.5 billion

•
to accelerate privatisation of publicly-owned and semi publicly-owned enterprises

Fiscal reform involves limiting the increase of public expenditures, which, due to the number of Bosnia and Herzegovina institutions, are estimated to be equivalent to 60-65% of BiH GDP.  Other elements of the reform include the following: the establishment of more efficient tax collection; the restriction of the “grey economy”; the introduction of a value- added tax; the successful reduction of public debt from its current level of 67% of GDP down to 50% by 2007; and the launch of changes in the area of state loans and guaranteed credits (including “soft loans”).  The long-heralded public sector reform is expected to take place in 2005 and will involve the rationalisation of the existing system. The creation of new institutions is also expected, particularly in the area of European integration.

In order to assure appropriate monitoring of the implementation of the Poverty Reduction Strategy, Bosnia and Herzegovina’s Statistics Agencies will have to be restructured.  At present, there are two Statistics Agencies, one for each entity, which has resulted in a situation where the data on Bosnia and Herzegovina is not considered by international institutions to be particularly reliable.  A law establishing a single State Agency for Statistics has already been approved.

In the PRSP, the Government of Bosnia and Herzegovina identifies several basic directions to be taken in resolving the issue of poverty reduction in Bosnia and Herzegovina and meet the PRSP 2004–2007 target of reducing the existing proportion of poor people by 20% by 2007: 
•
strengthening the balanced economic and social growth of the whole country (i.e. improving the economic situation in Republika Srpska in particular)

· equitable distribution of funds (including IDC funds) and reducing corruption

•
elimination of all forms of ethnic discrimination, particularly with respect to post-war returnees

•
implementation of employment reforms, particularly with respect to encouraging private enterprises, and promoting partnerships between the public and private sector to encourage reform and development in Bosnia and Herzegovina

•
increased efficiency of the system of social assistance

One very important task in the battle against poverty in Bosnia and Herzegovina is ensuring the sustainable return and social and economic stabilisation of post-war returnees. This has been one of the fundamental post-war desires of both Government of Bosnia and Herzegovina, and international institutions.  Thus far, approximately 850 000 internally displaced persons have failed to return to their original homes, i.e. roughly half of the estimated number (500 000 thousand are living permanently abroad).  The return of people displaced by the war, reconstruction of their homes and other buildings, mine-clearing, job creation, and other necessary investments will require financial resources beyond the means of the Government of Bosnia and Herzegovina.

EU membership for Bosnia and Herzegovina is one of the key undertakings of Bosnia and Herzegovina’s politicians and an issue that cuts across all of the sectoral reforms listed in the PRSP.  Bosnia and Herzegovina began negotiations on the subject of future EU membership in 1999, at which point the “Stabilisation and Association Process” was launched.  The SAP originally set out 18 requirements that would have to be fulfilled before Bosnia and Herzegovina could begin official pre-accession negotiations. 

The EURED regional economic development project, financed by the European Community, will contribute as far as possible towards fulfilling the targets that would lead to Bosnia and Herzegovina’s full integration into the EU.  The project was launched in 2003 and was officially presented to Bosnia and Herzegovina institutions and representatives of the international community in 2004.  The project divides BiH territory into five economic zones that reflect the traditional economic ties within the territory of Bosnia and Herzegovina and deliberately ignores the borders between the politically and ethnically defined entities of the Muslim/Croat Federation of Bosnia and Herzegovina and the largely Serbian Republika Srpska.  The task of co-ordinating economic growth activities has been assigned to regional development agencies (five agencies in total), which have no political aspirations and are administering the development activities in the individual regions.  A substantial part of Bosnia and Herzegovina’s PRSP is devoted to planned sectoral reforms. 

Bosnia and Herzegovina’s PRSP pays a great deal of attention to the implementation of reforms in the area of social protection; this is closely linked with the agenda for poverty reduction in Bosnia and Herzegovina.  The chief reform tasks include stabilisation of the pension system on an inter-entity, i.e. state, level. The pension system has not yet been centralised, which seriously complicates the payment of social assistance to BiH pensioners due to the considerable movements on the part of large numbers of the population during and after the war.  A whole section of the plans for social reform is devoted to the support of war veterans, disabled, their families, and the parents of the dead. In addition to financial benefits, these above-mentioned groups are to have access to re-training programmes and subsidised employment.  Another element of the reform is the approval of a sustainable non-discriminatory model of social assistance, which involves the introduction of market elements and alternative models of supplementary insurance.  The reform includes a plan for the construction of approximately 50,000 housing units for socially disadvantaged groups to help resolve this issue. 
Sustainable development in the education sector is also one of Bosnia and Herzegovina’s key priorities. Among the main objectives in this area are the following: reform of the administrative and financing of the education sector, and the subsequent creation of financial reserves that are sufficient to allow growth and development of the education system in Bosnia and Herzegovina; elimination of all forms of discrimination; creation of a flexible and appealing programme of studies with special emphasis on information technology; and adoption of European standards and regulations concerning education as they are defined in the Bologna Declaration and the Lisbon Accord. The reform of secondary vocational education and the creation of a programme of vocational and re-training courses for every age category are intended to enhance ties between education and the labour market.

The introduction of a system of universal health insurance for the population of Bosnia and Herzegovina, the definition of basic health services and patient rights, and strengthening the principle of solidarity are some of the priorities for health sector reform. There is also support for reform that would lead to the creation of a rational network of accredited health facilities (from hospitals and specialist clinics to insurance operations) and change the basic health care system. It is essential that structural reforms are adopted in the area of health care financing if health care facilities are to be refurbished and modernised.  This will help increase transparency and reduce the corruption that currently exists in this area. 

Bosnia and Herzegovina’s Poverty Reduction Strategy emphasises the area of economic and industrial development, particularly the sectors of industry, energy, mining, and processing of raw materials. 

The priority sectors for industry in Bosnia and Herzegovina identified in the PRSP are the following: wood processing, the textiles and leather goods industry, metalworking, food processing, energy, information and communication technologies, and tourism. The discussion of reform and modernisation of the industrial sector specifically refers to the need to restructure the system of competencies (i.e. harmonisation of competencies on the state, entity and other levels), promote exports, improve the business environment (especially with regard to encouraging greater transparency) and increase competitiveness.  Understandably, emphasis is placed on the harmonisation of regulations in this sector with EU standards, the simplification of customs procedures (including the elimination of customs duties on raw materials and equipment), ensuring a sufficient supply of inexpensive energy, and the establishment of development funds (e.g. to support research, international trade, etc.), probably at the entity level.

In the wood processing industry, it is seen as vital that the export of non-processed wood is prevented and a portfolio of strategic products for export be created.  In the food processing industry it is important to establish a system of food safety monitoring up to HACCP (Hazard Analysis and Critical Control Points) standards and to provide varied support for small operations engaged in food production.  The leather goods (including footwear) and textiles sectors require fundamental reform in the existing management structures and modernisation of production, as well as the establishment of basic standards of quality control for these products and improvements in the marketing system.  The PRSP sets out the same priorities for the wood-working sector.  One key development aspect in the industrial sector is the adoption of international standards and regulations on production, management, and trade.  The adoption of the relevant laws and regulations at the state level will create a foundation for support of the tourist industry in Bosnia and Herzegovina.

The energy industry accounts for a considerable portion of Bosnia and Herzegovina’s industrial activity; however, the inconsistent application of reforms in this sector represents a considerable barrier to its development.  
Legislative reform of the energy sector, through laws at the state level and through the implementation of the “BiH Energy Strategy”, is expected to take place by 2007.  With respect to management reform, it is vital to encourage the separation of the three existing, vertically integrated systems: energy generation, transmission, and distribution.  The energy transmission network will remain under BiH authority, while generation and distribution are to be fully privatised.

In view of the important role played by coal extraction in the energy sector, fundamental changes must be made in this area, including modernisation activities and privatisation. The diversification of gas supply sources, expansion of the distribution network and creation of gas storage facilities are priorities in the gas sector.  The establishment of an internal gas market in Bosnia and Herzegovina is also a priority.  Reconstruction and revitalisation of the oil industry will require intensive reform of that sector.  This will include approval of relevant legislation and the establishment of a regulatory body for this sector of industry.  The PRSP also identifies the expansion of central heating coverage in urban areas as one of the priorities in this sector.

It is vital in all industrial sectors that privatisation of the publicly owned or partially owned enterprises is accelerated.  One effect of such privatisation will be the acceleration of the inflow of foreign investment into Bosnia and Herzegovina.  Another cross-cutting issue in the industry, energy, and resource extraction sector is the introduction of environmentally friendly technology.  

The environmental protection agenda, as it is described in the Bosnia and Herzegovina PRSP, is based directly on the already approved National Environmental Action Plan (NEAP), which stresses the importance of strengthening legal and institutional structures, and adopting a sophisticated trans-sectoral approach to environmental protection.  Concrete steps leading to the reduction of air and water pollution in Bosnia and Herzegovina have already been planned, as has a strategy of soil protection and conservation of the BiH ecosystem through strengthening regional centres for ecological waste treatment and the closure and rehabilitation of illegal refuse dumps.  In view of the importance of adopting the European standards and regulations, the Government of Bosnia and Herzegovina is planning an accelerated transition to environmental procedures in the individual economic sectors, e.g. industry, energy, and agriculture.  Part of their strategy for environmental protection involves creating nature reserves and devising a system for the protection of the cultural heritage of Bosnia and Herzegovina.

In the area of the protection and administration of water resources, reform of water management is envisaged on the level of the individual river basins.  Control centres and monitoring of the quality and protection of water resources will be strengthened at the municipal level.  The water distribution network will be expanded, adapted to meet international standards, and gradually privatised.  The rapid establishment of an efficient and environmentally friendly system for using water for irrigation, power generation, and mineral extraction is also envisaged.

One problem specific to Bosnia and Herzegovina is the large proportion of land that is still infested with landmines. Therefore, the Government of Bosnia and Herzegovina has identified the continuation of mine-clearing activities as one of its chief priorities. The Government will fully support not only the continuation of mine-clearing activities, but also the organisation of “mine risk” educational classes for broad sections of the BiH population in the coming period. 

The main strategic objective in the area of agriculture and rural development for the Government of Bosnia and Herzegovina is the development of the relevant institutional capacities, in particular, strengthening the existing BiH Veterinary Office and establishing a BiH Plant Health Protection Authority.  One of the primary objectives mentioned is improved coordination among the already existing institutions at the entity level, particularly as in the absence of a central BiH Ministry of Agriculture, the agenda of agriculture and rural development falls to entity level institutions. The establishment of a BiH Ministry of Agriculture is envisaged within the scope of the public sector reforms being prepared.

There are plans to create a system to promote agricultural production (and particularly ecological [organic] production) in areas where Bosnia and Herzegovina has a comparative advantage, as well as to create instruments to support the export of agricultural products, at the level of at least 3% of the entity budgets.  At the same time, customs duty regulations will be adapted to fully reflect the WTO rules.  One of the PRSP objectives is to support the creation of agricultural associations.

Changes in forestry management are also envisaged, particularly as wood represents one of Bosnia and Herzegovina’s most promising export commodities.  One the major reform tasks anticipated for the forestry sector is the creation of a database and inventory of forestland in Bosnia and Herzegovina.  This represents the first step in the organisational reform of forestry.  The PRSP also envisions the establishment of a foundation for the effective protection of BiH forests and their renewal, including mine-clearance, replanting, and battling harmful pests, as well as creating national parks and protected reserves.  Reform of forest management (particularly necessary in the Federation of Bosnia and Herzegovina) will also contribute to the successful design of legislation that will be fully compatible with international standards.  In the PRSP, the Government of Bosnia and Herzegovina also undertakes to support additional use of forestland, such as bee-keeping, herb farming, etc. 

The BiH Poverty Reduction Strategy identifies acceleration of the reconstruction of the road and rail networks in the area of the transportation infrastructure development as a major priority, in particular the reconstruction of the pan-European corridor (from Budapest in Hungary through Croatia, Bosnia and Herzegovina, and on to the Croatian harbour Ploće).  This intervention assumes that effective decisions will be taken rapidly in the areas of management, financing and planning road and highway renewal, including an increased volume of direct foreign investment and the introduction of a concession system in road transportation.

In the railway transportation sector the basic reform consists of changing the system of state supported railways and modifying the existing tariff policy and marketing activities. Particular attention must be paid to the aspects of economic sustainability and long-term prospects of development of the rail network.  With respect to the support from the international community, it is vital that the Act on Railways, which would strengthen the authority of BiH institutions in this sector, is approved.

Air and waterway transport in Bosnia and Herzegovina and growth in those areas depend entirely on the early renewal of the existing airports (Sarajevo, Banja Luka, Tuzla and Mostar) and river ports.  It is also important that air traffic control capacities be built up: to this date the air space over Bosnia and Herzegovina is administered on the basis of a tri-lateral agreement with Croatia (Zagreb), and Serbia and Montenegro (Belgrade).  A key priority for river transportation is the re-establishment of the navigability of the Sava River. 

Administratively, telecommunications also fall into the transportation sector in Bosnia and Herzegovina.  In this sector, the main priorities of the Government of Bosnia and Herzegovina and the BiH Communications Regulatory Agency are the following: create a high quality network in Bosnia and Herzegovina; increase the number of fixed-wire and mobile phone users and of Internet users; introduce a third generation system of mobile telephony; and modernise radio and television broadcasting.  In view of the planned privatisation and liberalisation of the telecommunications market, there is a need in Bosnia and Herzegovina for the transfer of experience in this specific area, as well as of experience in the field of new technologies, their launch, and effective supervision.

8.  Priorities of the Development Co-operation between the Czech Republic and Bosnia and Herzegovina for the Years 2006–2010

Sectoral Focus of the Programme
In its development co-operation, the Czech Republic adheres to the principle that demand from the side of the assistance recipient is of primary importance.  Taking into account the existing capacities, comparative advantages, and its past experience, the Czech Republic will support Bosnia and Herzegovina to achieve its objectives, placing priority on the areas of economic and industrial development, agriculture and rural development, and transportation infrastructure. Certain cross-cutting issues will be supported in the framework of those priorities: specifically, Bosnia and Herzegovina’s integration into the EU, the transfer of “transformation” experience, building-up public sector capacities, sustainable refugee return, strengthening civil society, and environmental protection (including mine-clearing activities).

Economic and industrial development is one of the top sectoral priorities of the Government of Bosnia and Herzegovina.  The Czech Republic has gathered a great deal of relevant experience with the transformation of its own economy and has already implemented several projects of an economic/industrial nature in Bosnia and Herzegovina. 

The area of agriculture and rural development is one of the key priorities of the Government of Bosnia and Herzegovina.  The Czech Republic has gathered a great deal of relevant experience with the transformation of its own agricultural sector from conditions in a planned economy to market conditions, and has already implemented several projects in the agricultural sector in Bosnia and Herzegovina.

An appropriate and adequate transportation infrastructure is a requirement for economic growth and is one of the development priorities of the Government of Bosnia and Herzegovina.  The Czech Republic has already gathered a wealth of experience in co-operation with Bosnia and Herzegovina in this sector.

Geographic Focus of the Programme
Bearing in mind the scope Bosnia and Herzegovina’s need, the limits on available funds, and the requirements of efficiency and visibility, the Czech Republic will concentrate its development interventions geographically to the greatest extent possible. 

In connection with the European Community’s EURED project activities aimed at regional economic development in Bosnia and Herzegovina, the CR will follow the example of other bilateral donors and concentrate its development co-operation programme funds in one economic region, namely, in the North Eastern economic region centred in Tuzla.  The extent of poverty and level of development reported for this region are at average rates for Bosnia and Herzegovina, and the region holds out prospects both for economic growth (particularly in the production, energy and agricultural sectors) and for future co-operation with the CR.  There are also other circumstances that argue in favour of the selection of this particular region: the tradition of development co-operation (with funds derived from the Czech IDC programme as well as from the “Kosovo bonds”), including mine-clearing activities paid for on the Czech side with funds routed through the Stability Pact for South Eastern Europe; the presence of Czech units active in the EUFOR/Althea peace mission at the Eagle Military Base near Tuzla; the convenient geographic situation of the region; and others.  From a political perspective, the Czech Republic considers it essential that support of the North Eastern region will route assistance into both ethnic entities, as the region spans the entity border.  The North Eastern economic region neighbours Serbia and Montenegro, another CR IDC priority country in the Western Balkans.  It is therefore conceivable that cross border activities could be supported in the framework of CR’s development intervention in this area.  With respect to coordination of the activities of the donor community in Bosnia and Herzegovina, the selection of the North Eastern region has the support of the EC Delegation in Sarajevo – thus far, no bilateral agency from an EU member state is co-operating with the development agency in this region (NERDA) (unlike the case in the other four regions). 

In certain justified cases (e.g. in the transportation sector), development co-operation projects on a limited scale will be implemented in other areas as well.

Indicative Summary of the Development Co-operation Programme of the Czech Republic and Bosnia and Herzegovina for the 2006–2010 Period

1.
Economic and industrial sector development

1.1 Support of small and medium sized enterprises through know-how transfer

The potential for sustainable growth of the BiH economy and increases in the standard of living within its borders is closely bound up with the development of small and medium-sized businesses.  It is well-known that small and medium-sized enterprises represent a crucial source of public sector funds in developed countries, due to the tax revenue they generate.  The fact that small and medium-sized enterprises may represent a possibility for economic stabilisation of post-war returnees is also significant.

At the present, enterprises in Bosnia and Herzegovina are not sufficiently developed. One reason for this is the country’s recent history: the country plunged directly from the socialist model of a planned economy into several years of war, which significantly disrupted not only the critical infrastructure but also normal economic relations.  The period of post-war reconstruction and the associated large-scale international development intervention contributed in no small way to the devastation of the business environment, as did the increasing level of bureaucracy and decreasing transparency (corruption, the “grey economy”, etc.).  The country now faces the fundamental task of integration into international economic structures, and at the same time, there is currently a strong need to revitalise the business environment, as well as continue directing material support to infrastructure reconstruction.

The Czech Republic has an indisputable comparative advantage in this area – over the last fifteen years it has successfully followed the path of political, economic, and social transformation, and in May of 2004, it acceded to the EU.  Therefore, it is in an excellent position to transfer experience and know-how to Bosnia and Herzegovina in the following areas:

•
EU integration, including implementation of European standards and norms, utilising preparatory, or EU pre-accession programmes, etc.

•
economic transformation in the area of small and medium-sized enterprise, including the principles of marketing, business planning, and the like

•
transfer of new technologies

•
co-operation in building up efficient institutional structures, e.g. the establishment of interest-based associations, including trade associations and chambers, and professional associations and groups

1.2
Support of regional economic development

Considering the rather complicated institutional structure in Bosnia and Herzegovina brought about by the separation of the two entities, regional co-operation is vital to the sustainable development of economic activities in Bosnia and Herzegovina.  This truth is recognised not only by the BiH partners who are directly affected by the complicated nature of the local structures, but also by the international community, which views regional co-operation as one of the tangible instruments for subsidiary development and inter-ethnic co-operation.

In connection with the European Community’s EURED project activities, the CR will use its development co-operation programme to strengthen the concept of regional economic development through support for the North Eastern economic region and its development agency NERDA.

1.3
Ecological reform of technological manufacturing processes 
The long-term tendency to underestimate the environmental impacts of industrial technology has seriously damaged the environment in Bosnia and Herzegovina. 

In its development co-operation, the CR will focus on encouraging the ecological reform of BiH manufacturers, placing emphasis on the most heavily polluting enterprises.

1.4
Technology transfer in the area of waste management and decontamination 

Flawed waste management represents a serious risk to the environment and public health, and can even pose a barrier to the smooth progress of EU integration.  

The CR will contribute to resolving the situation in the area of waste management through the transfer of appropriate technologies and technical assistance, so long as the objective is the creation of a national integrated system of waste management.  

1.5
Co-operation in the energy sector

The losses brought on by the war and the subsequent radical reduction in investment in electrical energy production caused the interruption of construction of modern equipment and facilities and minimal exploitation of innovative technologies.  The limited funds available were invested in only minimal maintenance.  The power plants in Bosnia and Herzegovina are therefore technically out-dated, resulting in considerable operational problems and unnecessary pollution.  

CR intervention will focus specifically on the transfer of new technologies and technical assistance in energy resource management in Bosnia and Herzegovina, with the objective of ensuring the safe operation of power plants in the future.  The CR will also support the modernisation of the internal transport system in thermal power plants, placing emphasis on increasing the level of operational safety.

The Czech Republic will support Bosnia and Herzegovina in the process of restructuring its brown coal mining sector, with the objective of achieving higher productivity and technical standards in the mines, thus increasing the efficiency of the energy sector as a whole.

Co-operation in the energy sector will also focus on supporting the construction and launch of small hydroelectric stations and hydroelectric power generation in general.

1.6
Support of gas supply sector

In Bosnia and Herzegovina, the armed conflict and economic decline disrupted the introduction of natural gas as an energy source.  It is now a very urgent requirement, due to the negative environmental impacts of other energy sources.  

Support of the gas supply sector will strengthen the CR’s contribution towards improving the environment in Bosnia and Herzegovina.  Those areas that are most in need of environmental improvements and where gas supply is technically feasible will be the prime targets for development intervention.

1.7
Technology transfer in agriculture and forestry 

The war and the subsequent period of post-war reconstruction also harmed the sector of agriculture and forestry.  Therefore, in its co-operation with Bosnia and Herzegovina, the Czech Republic will focus on the transfer of modern agriculture and forestry technologies (see the section 2, below, for greater detail).

CR intervention will also focus on introducing modern technologies for processing liquid pig manure and poultry faeces into organic-mineral fertiliser.  The introduction of these technologies will contribute to increasing efficiency in agricultural production, improving environmental quality through the recycling of bio-wastes and increasing BiH export incomes.  The CR will contribute to the re-cultivation of deforested, disturbed, and contaminated (including landmines) lands in Bosnia and Herzegovina.  The reintroduction of beneficial soil micro-organisms will be among the activities undertaken as part of the effort to regenerate the natural eco-systems.

1.8
Renewal and modernisation of industry, construction and infrastructure

One undeniable phenomenon that accompanied the armed conflict in Bosnia and Herzegovina was the destruction of sections of the industry, transport, and social infrastructure.  One issue that the CR will concentrate on in its development programme will be the reconstruction of these facilities, equipment, and networks, the operation of which is vital for the growth prospects of Bosnia and Herzegovina.

With respect to social infrastructure, the CR will focus mainly on reconstruction of health care facilities.

1.9
Support in the telecommunications sector 

In view of the need for an expanded telephone network (both wire and mobile networks) in Bosnia and Herzegovina, improvements in the quality of telephone services, modernisation of technology and introduction of structural reforms in this area, the experience of Czech experts in this sector is quite welcome.  

The comparative advantage that the Czech Republic has, with respect to having specialists who can transfer relevant experience to their BiH colleagues, extends to the ongoing process of privatisation of telecommunications services and market liberalisation in this sector, for which reform plans are already being created.

2. Agriculture and rural development sector

2.1
Stabilisation of returnees through revitalisation and development of agriculture

A considerable portion of the BiH population left their homes during the war.  Even ten years after the conflict and the return of many of the refugees, post-war returnees are still one of the groups most vulnerable to poverty. In the Federation of Bosnia and Herzegovina, up to 45% of the population is classified as poor, while 21% is reported for Republika Srpska.  The majority of returnees are people who come from rural areas. 

The amount of refugee assistance supplied by international donors is expected to decrease gradually in the coming period.  However, there is still a great need for support in many areas, e.g. housing reconstruction, and construction and repair of infrastructure.  In the area of agriculture especially, there is still a need for stabilisation, farm development, and job creation. 

Through the use of targeted development intervention in this sector, the Czech Republic will attempt to contribute to the normalisation of post-war returnees’ lives, involving all three of the BiH ethnic groups in the selected municipalities.

2.2
 Education, training, and know-how transfer in the agricultural sector 
One key problem in the agricultural sector is the lack of sufficient skills and experience.  The war disrupted continuity and interrupted Bosnia and Herzegovina’s transformation from planned to market economy.  The Czech Republic has a close relationship with Bosnia and Herzegovina and therefore is in a good position, relative to other countries, to pass on a great deal of specific professional skills and experiences acquired during its own development and transition.

The needs most frequently identified include experience with the following: economic transformation, preparation for the EU accession, market activities of individual enterprises and institutions, public sector intervention in the agricultural sector, vertical integration, and setting up associations/cooperative ventures (agricultural cooperatives, associations, etc.) 

2.3
Support of small farms

The mainstay of BiH agriculture is the very small farm: 65% of farmers own less than three heads of livestock.  The size of farms is clearly a limiting factor in their ability to position themselves effectively on the market.  Thus, the task for the immediate future will be to support agricultural enterprises’ production capacity and marketing.  The sector is facing several problems and shortages, including lack of equipment, high quality seed, commercial animals, and agricultural techniques.

In view of its own prior experience, the CR will focus on supporting the establishment and functioning of small farms in Bosnia and Herzegovina.

2.4
Support for small food-processing enterprises
A well functioning vertical processing and distribution network is essential to the smooth operation and sustainable development of an agricultural sector. Bosnia and Herzegovina lacks sufficient capacity to process milk, meat, fruit, and vegetables.  A similar situation exists with respect to possibilities and capacities for agricultural production storage, which significantly limits the possibility of development in the food industry.  At issue are small dairies, cheese manufacturers, slaughterhouses, fruit drying operations, refrigeration and freezing plants, etc.

Appropriate development intervention on the part of the CR will contribute to long-term growth in the BiH food processing industry.  Activities in this area will contribute towards achieving other objectives as well, such as the economic stabilisation of post-war returnees.

2.5
Water management

Water management is a problem sector.  While Bosnia and Herzegovina does have sufficient sources of drinking water, the existing technical infrastructure is in a very poor condition.  There are not enough water treatment facilities, the drinking water supply is inadequate, and the lack of sanitation and wastewater treatment plants is causing serious environmental contamination.

The development programme of the CR can help resolve these issues by adopting the appropriate approach.

2.6
Forest management

Approximately 53% of the territory in Bosnia and Herzegovina is covered by forest, and approximately 85% of forestland is publicly owned.  Almost 70% of the forests are coniferous.  Many forests are still infested with landmines.

There are many problems facing the forestry sector, particularly in the area of forest management, environmental stability, sustainable forest development, inventory of forest resources, reforestation, pest control, etc.  One particular problem for BiH forestry is the absence of a Geographic Information System (GIS). 

The CR will contribute to resolving these problems by drawing on its previous experience in Bosnia and Herzegovina (namely the development project aimed at protection of BiH forests from forest pests) and specifically through the transfer of skills and solutions acquired in the area of forest management in the CR.

2.7
Veterinary Supervision 

At present, the only institution in the agricultural sector working at the central level is the BiH State Veterinary Office.  This office has identified several problem areas in the field of veterinary supervision and animal husbandry.  Although Bosnia and Herzegovina is attempting to combat domesticated animal disease, these efforts are seriously complicated by the lack of certified laboratories and necessary equipment, as well as inadequacies in the animal disease and vaccination monitoring system.

The State Veterinary Office has already drawn up a list of its needs with respect to exchange of experts and experience with preparation for EU entry, and similar issues.  The focus of CR development interventions will be based on this material.

2.8
Commercial animal breeding and animal husbandry

Animal husbandry is the mainstay of agriculture in Bosnia and Herzegovina. The principal problems facing commercial animal breeding are low yield capacity and lack of sufficient high-quality breeding animals.

In this area, the CR will build on the activities it carried out in Bosnia and Herzegovina during the period of post-war reconstruction (via funds from the “Kosovo bonds” and from IDC funding).  One advantage of co-operation with the CR in this area is that the two countries have very similar natural environments, which affords the possibility of very concrete breeding activities.

3. Transport sector

3.1
Co-operation in the area of rail transport 

Reconstruction and development of the rail infrastructure, which was severely damaged during the war, is a priority shared by the BiH Government and international institutions.  The construction of a new network of railway corridors is essential if the country is to be linked to trans-European corridors.  Renewal of the existing rail network is necessary to increase the network’s passenger and freight capacity.  Up to now, a shortage of investment funds and the unsuitable condition of the railway infrastructure has made it impossible to increase the volume of transported commodities.  This is limiting and interferes with the potential for economic growth in the country.  Modernisation and reconstruction of the railway network is a priority of the individual regional governments, with the highest priority being placed on reconstruction or construction of rail lines for freight transport into Central Europe.

The Czech Republic supports the intention to modernise the railway infrastructure, particularly in those sections, which, though approved by international institutions as priority sections (the TER lines), are not being financially supported by other donors (such as EC, or EBRD and EIB).

In the area of railway transport, the Czech Republic will mainly support the following: 

•
feasibility studies conducted into reconstruction and development of the BiH railway infrastructure and co-operation in subsequent implementation phases, including the possibility of technical supervision

•
projects aimed at increasing rail transportation safety (installation of signalling equipment, protected railway crossings, etc.)

•
projects aimed at increasing the level of knowledge and (institutional) capacity building in rail transport

3.2
Co-operation in the area of road infrastructure 

Reconstruction, modernisation, and expansion of the roadway infrastructure are among the BiH Government’s priorities.  The CR will support efforts to develop the roadway network, primarily through activities involving conducting feasibility studies and subsequent construction.  In its selection of priority projects, the CR will take into account the recipient’s requirements, the geographic priorities of CR IDC in Bosnia and Herzegovina, and its own experience with past co-operation activities and projects.

The Czech Republic will primarily support the following in the area of roadway infrastructure: 

•
conducting feasibility studies and development of the BiH roadway infrastructure and co-operation in subsequent implementation phases, including the possibility of technical supervision

•
projects aiming at increasing the safety of road transportation (installation of signalling equipment, traffic signs, roundabouts, etc.)

•
projects aiming at increasing the level of knowledge and capacity building (institutional) in roadway transport

3.3
Co-operation in the area of air transport

The infrastructure for air transport was also considerably damaged by the war and the subsequent reduction of investment in reconstruction.  Inadequacies in the air transport sector are not only due to material needs (specifically, for reconstruction and reopening of airports), but also to a human resources shortage, particularly with regard to air traffic control and flight safety.  Bosnia and Herzegovina does not yet control its own airspace – under an agreement with Croatia and Serbia and Montenegro, the air space over Bosnia and Herzegovina is controlled from Zagreb and Belgrade; a solution which can only be temporary.

Taking into account the international conditions that have been set for co-operation in the air transport sector and experiences with projects that have been implemented in this sector in the past, the CR will support chiefly the following in Bosnia and Herzegovina:

•
projects aiming at reconstruction of airports

•
projects aiming at increasing the level of knowledge and building (institutional) capacity in air transport.

3.4
Co-operation in the area of public transport 

A lack of sufficient capacity in municipal public transport; underdeveloped municipal transport networks; old, obsolete rolling stock; and the predominant use of fossil fuels pose some of the most serious problems for development of city centres in Bosnia and Herzegovina. 

The Czech Republic will therefore continue to use its international development co-operation to encourage environmentally acceptable options for municipal public transport: for example, the use of trams, trolley busses, suburban rail transportation, etc. It will do so through the supply of vehicles, refurbishment of older vehicles, feasibility studies, and through the provision of training and educational activities.

Cross-Cutting Issues

1.  Support for the integration of Bosnia and Herzegovina into the EU

EU integration is one of Bosnia and Herzegovina’s highest priorities.  Future EU membership is the subject of the Stabilisation and Association Process.  Bearing in mind its own recent experiences with the pre-accession process, the CR will assist Bosnia and Herzegovina with its integration efforts.  This support will unfold in the area of harmonisation of national legislation with the acquis communautaire, preparation for implementation of the European pre-accession projects, and assistance and training in the issues associated with the EU and the integration process.  The support of integration efforts will, as far as possible, be a component of the CR’s development interventions in Bosnia and Herzegovina.

2.  Transfer of transformation experience

Bosnia and Herzegovina is undergoing a process of transformation: transitioning from a centrally planned economy into a market economy.  In view of the fact that the CR has gone through a similar process in the recent past, it is in a unique position to transfer skills and experiences with this process.  This type of transfer will be included in the CR development intervention in Bosnia and Herzegovina to the maximum extent possible.

3.  Reform, modernisation and capacity strengthening in the public sector 

An efficient and effective public sector is an absolute requirement for the implementation of reforms, economic growth, and poverty reduction in Bosnia and Herzegovina.  Currently, the quality of the public sector is suffering from inadequacies in funding and staff. The CR will do its utmost to contribute to strengthening the capacities of the BiH public sector within the scope of its development interventions.

4.  Sustainable return of war refugees 
The return of war refugees (particularly to ethnically differentiated regions) and their economic and social stabilisation are key priorities of the Government of Bosnia and Herzegovina.  Therefore, the Czech Republic will strive both to respect fully this intention and to contribute towards fulfilling it in its sectoral programmes.

5.  Strengthening civil society 

A dynamic civil society is a guarantee of democratic development; hence the CR will do its utmost to contribute to strengthening civil society in Bosnia and Herzegovina within the framework of its development interventions.

6.  Environmental protection

The principles of protecting the quality of the environment and sustainable development will be observed in all CR development interventions.

7.  Mine-clearing activities

In view of the high level of infestation of the territory of Bosnia and Herzegovina with unexploded ordinance and landmines dating to the 1992-1995 period, the local population must still be considered to be under constant threat, even ten years after the war’s end.  It is also the case, and a cause of serious concern, that such ordinance is frequently located at the sites originally inhabited by war refugees, thus preventing their safe return.  The high concentration of mines in the forestlands and agriculturally exploitable soils is interfering with the efficient use of the natural wealth of Bosnia and Herzegovina.  For these reasons, the CR will attempt to support the continuation of mine-clearing activities within the framework of its sectoral priorities.  

8.  Gender Equality

Within the framework of its development interventions, the Czech Republic will contribute towards promoting the achievement of gender equality in Bosnia and Herzegovina. 
7.  The Institutional Framework, Management, and Implementation of the Programme

On the Czech side, the implementation of the development co-operation programme between the Czech Republic and Bosnia and Herzegovina will be guaranteed on the institutional level by the Czech Ministry of Foreign Affairs, the Ministry of Agriculture, Ministry of the Industry and Trade, and the Ministry of Transport. 

Within the Czech Ministry of Foreign Affairs (MFA), the following units will be involved in the programme management:  the Department of South Eastern and Eastern Europe (DSEE), the Department of Developmental Co-operation and Humanitarian Aid (DDC), the Representative Office of the Czech Republic (ROCR) in Sarajevo, and the Development Centre of the Institute for International Relations (DC IIR).

The Department of Developmental Co-operation and Humanitarian Aid of the MFA will take part in the preparation of the development co-operation programme and any eventual modifications of it. 

The Embassy of the Czech Republic in Sarajevo is engaged in the preparation of the co-operation programme with Bosnia and Herzegovina and any eventual modifications of it.  It will maintain a development dialogue with its partner institutions and in particular, with the government at all levels.  It will maintain contacts with the other providers of development assistance, with the objective of achieving the maximum degree of complementarity, coordination, and coherence.

The Development Centre of the IIR will take part in the preparation of the co-operation programme and any eventual modifications of it.  It will co-operate closely with the competent ministries and arrange evaluation of the development co-operation programme, based on MFA authorisation.  

The Ministry of Industry and Trade will be responsible for the implementation of the co-operation in economic-industrial development and for the effective investment of the funds set aside for this co-operation. It will take part in the preparation of the co-operation programme in economic-industrial development and any eventual modifications of it. 

The Ministry of Agriculture will be responsible for implementation of the co-operation in the sector of agriculture and rural development and for the effective investment of the funds set aside for this co-operation. It will take part in the preparation of the co-operation programme in the sector of agriculture and rural development and any eventual modifications of it. 

The Ministry of Transport will be responsible for implementation of the co-operation in the sector of transportation infrastructure development and for the effective investment of the funds set aside for this co-operation. It will take part in the preparation of the co-operation programme in the sector of transportation infrastructure development and any eventual modifications of it.

The relevant public institutions will arrange their organisational structure in such a way as to ensure that the development co-operation programme can be implemented efficiently.  To ensure that the programme is managed in a flexible and efficient manner, it is particularly important to make sure that the Embassy of the Czech Republic in Sarajevo has sufficient capacities available.

8.  Programme Evaluation and Monitoring 
In 2007, a mid-term evaluation of the CR’s development co-operation programme with Bosnia and Herzegovina will be conducted.  Based on the results of that evaluation, the programme will then be altered to fully reflect the experiences gained in the course of the programme’s implementation and the changes in conditions in Bosnia and Herzegovina.  It will be possible to add new sectors (e.g. education, environment) or areas into the programme or to scale down certain projects, based on the conclusions of the mid-term evaluation.  The decision as to whether the geographic focus of the co-operation should be expanded beyond the North Eastern region will also be taken at that time, on the basis of that evaluation.

A final evaluation of the CR’s development co-operation programme with Bosnia and Herzegovina will be conducted after 2010.  Decisions about future co-operation with Bosnia and Herzegovina will be based on that evaluation.

The Ministry of Foreign Affairs (DDC, the Embassy of CR in Sarajevo, DC IIR) will be engaged in the evaluation and monitoring of implementation of the co-operation programme.  The involvement of the Czech Ministries of Agriculture, Industry and Trade, and Transport will also be vital.

� See Government Resolution 765 + P of 21 July 1999 concerning the proposed allocation of funds acquired through the implementation of the Act on State Bond Programme of Bonds to Finance the Resolution of the Consequences of the Kosovo Crisis and on the Amendment of Act 530/1990 Coll., on Bonds, in the Wording of Later Regulations and on the Amendment of Act 328/1998, on the Issuance of State Bonds for Covering the Deficit of the 1997 State Budget. 


� BiH Medium Term Development Strategy 2004 – 2007  (PRSP Bosnia and Herzegovina)





�?? v PRSP pisou, ze narodni reservy maji zustat stabilni – a chteji  7.-nasobni narust soukromych  uspor
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