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ABBREVIATIONS AND DEFINITIONS 

ABBUVIA'l'IONS: 

ARBiB = army of the Republic of Bosnia and Herzegovina 
BSA = army of the self-declared Republika Srpska 
CRBB = Croat Republic of Herceg-Bosna 
DP = displaced person 
EUAM = European Union Administration of Mostar 
FOM = freedom of movement 
BDZ = Hrvatska Demokratska Zajednica/the major Croat party 
BVO = para-military of the CRHB 
RBB = Republic of Bosnia and Herzegovina 
SDA = Stranka Demokratske Akcije/the major Bosniac party 
SDP = Socijalisticka Demokratska Partija/Social Democratic 

Party 
SDS = Srpska Demokratska Stranka/Serb Democratic Party 
UBSD = Union of Bosnian Socialist Democrats 
UNBCR.= United Nations High Commissioner for Refugees 
ONPROFOR = United Nations Protection Force 

DEFINITIONS: 

Bosniac = a person who considers himself ethnically Bosnian 
(as opposed to Croat, Jew, or Serb). Bosniacs are 
predominantly, but not necessarily, Muslim. 

Bosnian = a citizen of the RBH. 
Croat = a person of Croat ethnicity (predominantly, but not 

-~ necessarily, Catholic). 
Croatian = a citizen of the Republic of Croatia. 
Municipality = an officially recognized administrative area 

(opstina) normally consisting of one major town where 
administration is centered, and several ether communities. 

Muslim = A person of the Islamic faith. 
Opposition parties =All parties except the SDA and HDZ. 
Serb = A' person of Serb ethnicity (predominantly, but not 

necessarily, Orthodox) • 
Serbian = A citizen of the Republic of Serbia. 
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DONOR OPTIONS FOR STRENGTHENING THE BOSNIAC/CROAT FEDERATION 

EXECUTIVE SUMMARY 

POLITICAL 

The Bosniac/Croat Federation deserves increased donor support . 
Progress in its first year, constrained chiefly by internal 
political obstacles, was also limited by weak support from those 
external powers who had aggressively pressed the two parties in 
early 1994 to fcrm the Federation. To a significant degree, the 
future advance of the Federation will continue to rest on 
external diplomatic and programmatic assistance. 

The Federation represents an important first step towards ethnic 
reconciliation and peace in a region that has seen scant positive 
developments in the past three years. Presently, no realistic 
alternatives exist, other than a return to war. In its first 
year, the Federation achieved important early successes: a 
ceasefire; the resumption of commercial trade; the beginnings of 
the EU Administration in Mostar; ongoing Bosniac-Croat 
negotiations of disputed issues, assisted by the US and European 
donors; and the beginning of rehabilitation of major utilities. 

Conditions in central Bosnia, though clearly polarized, 
nonetheless provide openings for donor action in support of 
compromise and reconciliation. Internally displaced Croats and 
Bosniacs desire to return home. Local Bosniac and Croat 
authorities desire the leeway to devise pragmatic political 
solutions to pressing mutual problems. Infrastructure needs in 
many divided central Bosnian communities can only be addressed 
through joint Bosniac/Croat efforts. 

A bottom-up approach can benefit Croats and Bosniacs alike, build 
reconciliationr and strengthen the Federation: rehabilitation of 
utilities {water, electric,, sewerage, garbage); repair of housing 
and schools; promotion of small private enterprise; cross-ethnic 
training of judges, teachers, police, health workers; 
establishment of unified Federation police and fire fighting 
units; establishment of joint technical data centers, clinics, 
English language centers; and assistance to the Ombudsmen Office. 

In some instances, international mediation teams can contribute 
to breaking political logjams in divided communities and devising 
compromises on key Federation-wide disputes. These measures 
would need to be coupled with diplomatic action at the national 
level and close diplomatic follow-up locally. 

The USG and other donors can pursue two broad strategies in 
central Bosnia, either separately or in tandem: a diffused 
fil2R_roach that commits resources across several communities and 
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several sectors, wherever promising opportunities appear, with 
the general aim of enhancing inter-ethnic reconciliation and 
revitalizing economic life in divided communities; and a targeted 
approach, linked to USG diplomatic efforts, that ties assistance 
to concrete, political progress in building the Federation in a 
select central Bosnian community (or communities). 

To be effective, donors must both grasp the dynamic of the 
Federation's divided politics and struggle against the various 
factors that impede advance of the Federation. 

A central reality is that Bosniac and Croat leaders appear to 
pursue divergent conceptions of the Federation itself. 

The HDZ leadership of the Croat Republic of Herceg Bosna (CRHB) 
appears to favor deepening ethnic segregation, consistent with an 
ethnic nationalist ideology, a perceived besieged minority status 
in Bosnia, and the hope of realizing a separate, Croat state that 
may eventually secede from Bosnia and incorporate with Croatia. 

The Bosniac SDA leadership appears to favor reincorporation of 
Croats under a unitary, more robust, SDA-dominated RBH, which 
implies the marginalization and eventual dissolution of the CRHB. 

Across central Bosnia's divided communities, one result is 
segregated, dual systems of power, split between areas controlled 
by the SDA-dominated Bosnian Republic versus areas controlled by 
the HDZ-dominated CRHB. Other results include limited progress 
in forming municipal and cantonal Federation structures and great 
difficulty in ·resolving the knotted syndrome of challenges before 
the Federation's mixed municipalities: expanding Freedom of 
Movement (FOM); return of DPs; settlement of property disputes 
and rehabilitation of housing; and providing security that 
credibly guarantees minority rights. 

Croat dominance of increased trade flows into.Bosnia, combined 
with the CRHB's ever more extensive control over borders, customs 
and taxes, contribute to widening ethnic disparities, aggravating 
social and political tension between Bosniacs and Croats. 
Various other factors impede formation of the Federation: 

* the extreme violence, trauma and mistrust stemming from 
the previous period of fighting, and the limited time that 
has elapsed since the March 1994 Washington Agreement; 

* the sheer magnitude and complexity of the core challenge 
before the Federation -- the return of DPs; 

* a "vicious circle" iogic articulated by both sides: there 
can be no municipal Federation structures without return of 
DPs; no return of DPs without adequate security; and no 
unified security without prior formation of the Federation; 

ii 

• 



• 

• 

* the difficulty of creating Federation governmental 
structures, given that neither the 1990 elections nor the 
1991 census correspond to present realities, in terms of 
demographic/ethnic composition, functioning political 
parties, and political/military boundaries; 

* a centralized, authoritarian political culture; 

* the perceived immediate threat of region-wide war; 

* uncertainty regarding the endgame to the Balkan wars . 

Establishment of the Tuzla canton highlights several problems: 
the process is too abrupt; the canton/municipality allocation of 
power is vague; the canton assembly does not reflect 1990 
election results; and the national level provides weak guidance. 

Tuzla canton exists but is not operational. Political power 
still lies with municipalities, yet the canton is determined to 
assert its authority. There is increasing tension as both vie 
for power. The Federation claims to decentralize power, but is 
actually centralizing power at the expense of municipalities. 

The establishment of the Federation is exacerbating pressure on 
the multi-ethnic character of Tuzla and its region. It has 
strengthened the authority of the SDA and HDZ, threatening as a 
result the opposition parties now in power in Tuzla. 

The EU Administration of Mostar (EUAM), charged with 
administering, re-integrating and rehabilitating the city of 
Mostar over a two year period, has reached an impasse. To move 
ahead requires fundamental compromises by the HDZ. Should that 
change not happen, the EUAM will have little choice but to scale 
down its commitments. That outcome would spell the demise of the 
European Union's first major foray, post-Maastricht, into foreign 
affairs. By extension, it would seriously strain the Federation 
itself. In late March, agreement was reached with West Mostar 
authorities to begin phase I of the creation of a unified Mostar 
police force, following months of discussion and numerous high 
level demarches to Zagreb and the HDZ. 
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INFRASTRUCTURE 

Donors seeking to foster inter-ethnic cooperation in central 
Bosnia can find many promising projects in water, sewerage, 
refuse disposal and local electric distribution. All of these 
would consciously build on pre-existing interdependence. All 
have avoided politicization. 

Somewhat more difficult, but still possible, are larger scale 
national electric, road and railway projects, all of which go 
beyond technical cooperation and require prior political 
agreements. Major studies are underway by ODA, IMG, EU and 
others which will highlight specific project proposals. Close 
collaboration among donors will be crucial in managing the 
political dimensions of these projects. 

In the past year, in those divided or neighboring communities 
which are interdependent for water or sewerage, Bosniac and Croat 
technicians have cooperated in repairing or upgrading services. 
Similarly, in the electrical sector, where communities in central 
Bosnia share the same network, service has been restored (at 
least on an emergency basis) through local ethnic cooperation and 
the support of the ODA. 

Where interdependence does not exist or where political and/or 
economic leverage is used to discourage cross-ethnic initiatives, 
rehabilitation tends to proceed along parallel, segregated lines. 

As seen in other spheres, the CRHB actively uses its relative 
wealth to offer better infrastructure services in croat
controlled areas than is available in Bosniac areas. Croat 
technicians are better paid and better equipped than their 
Bosniac counterparts. Reportedly, the CRHB subsidizes better 
service as an inducement to keep Croats now resident in central 
Bosnian enclaves from returning to their homes in Bosniac
controlled areas (which would dilute the concentration of Croat 
populations in the enclaves) • 

Nowhere is the Croat-Bosniac disparity more stark than in 
telephone service. Every Croat enclave (even tiny breakaway 
Usora· with only 4,000 people and no main town) has wireless 
digital international service at the same rates as paid in 
Croatia. Bosniacs, even in major cities such as Zenica, have 
antiquated analog systems with poor in-country service and few or 
no international lines. Even where linkage with Bosniac 
neighbors across the road would be simple, CRHB policy is to 
refuse access and build a profitable independent system. 

Housing is a sector of critical need with an estimated 20,000 
houses destroyed. On the surface a relatively simple, if 
expensive, technical problem, housing is made more complex by 
virtue of its link to the highly charged issue of return of DPs. 

iv 

• 

• 



·-

Still, donors can proceed in this sector, even prior to an 
overall political resolution of the DP' issue: through support of 
buffer zones redevelopment; UNPROFOR pilot schemes; and parallel 
rehabilitation programs. 

Local officials claim personal willingness to cooperate across 
ethnic lines on infrastructure projects but emphasize the need 
for prior political clearance from higher levels. Where local 
interdependen~e is deep, however, such permission did not appear 
essential, expedience prevailed, and interethnic work proceeded. 

ECC>ffOMIC 
.1', ' 

A dual banking system is functioning in Federation territory. 
The scope and depth of services is far superior in Croat areas. 
To an unknown extent, illicit trade underpins the revitalization 
of the banking system. 

Bosnian Croats and Croatian Government officials dominate trading 
activity and customs revenue through control of traffic into 
Bosnia. 

Bosnian Croat dominance of entry points, combined with the 
comparative advantages of better functioning banks, ability to 
travel outside Bosnia and access to government administrative 
support, is widening Croat/Bosniac disparities and progressively 
marginalizing Bosniac economic activity. Unchecked, this trend 
will aggravate ethnic tensions. Croat enclaves could easily 
become targets of retaliatory actions. 

To a limited degree, private businessmen appear to bridge ethnic 
barriers for financial gain. ! ' 

In general, state-owned firms appear woefully ill-equipped to 
overcome the multiple constraints imposed by war and the prior 
command economy •. A study of medium-scale export-oriented firms 
is recommended, as a preliminary means of identifying those firms 
which might contribute to future, post-war recovery. 
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PREFACE 
Beginning in late 1994, USAID's Office of Transition Initiatives 
(OTI) began assembling an assessment team to analyze progress in 
implementing the· Federation in major mixed municipalities in 
central Bosnia. Its principal objectives were to assess 
progress in creating mixed administrations since the Federation 
agreements of early 1994, to grasp political dynamics at the 
municipal and national level, and to identify key affordable 
opportunities for donor support in strengthening the Federation. 

The International Rescue Committee, OTI's implementing partner 
for the assessment mission, provided technical expertise, 
contractual services for consultants and translators as well as 
logistical support. The team gives special thanks to IRC/Zenica 
which was "home" for several cold weeks. 

Preparatory field work began in November 1994. The full OTI team 
conducted its work in Bosnia over a five week period stretching 
from early January until late February 1995. 

OTI consciously chose to pursue a multi-disciplinary approach 
that gave greatest weight to developments at the community level. 
A core team of eleven persoras, based in Zenica, was comprised of 
three separate subteams: a political/institutional group that 
concentrated on local governance issu2s; an economic group that 
examined the resumption of commercial trade and banking activity, 
along with other related issues; and an infrastructure group that 
examined water, electricity, sewage, garbage, roads, telephones 
and housing. The core team visited: Travnik, Novi Travnik, 
Vitez, BBsova~a, Kiseljak, Fojnica, Kresevo, Vares, Tesanj, 
Maglaj, Zep~e, Zavidov:ci, Gornji Vakuf and Prozor. 

In addition, a small satellite team examined national and 
cantonal Federation structures in Sarajevo, Mostar and Tuzla. In 
Mostar and Sarajevo: the satellite team also examined the 
experience of the EU Administration of Mostar (EUAM) and the 
Special Coordinator's for Sarajevo, respectively. 

OT! Deputy Director Steve Morrison was overall director of the 
mission. Bernie Chapnick, an OT! consultant, was field director. 
Jason Aplon was the IRC coordinator. Team members included: 

·POLITICAL 
Antonia Dolar 
Mabel Wisse-Smit 
Anne-Lise Quinn 
Graeme Simpson 

INFRASTRUCTURE 
Lars Si lseth 
Nedim Mesic 
Magnus Wolfe-Murray 
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ECONOMIC 
John Irons· 
Milan Suzie 

SATELLITE 
Victor Tanner 
Paul Randolph 



The team is greatly indebted to the many Bosnian government 
· officials and technicians who generously shared their time and 
data. The us Embassy/Sarajevo provided invaluable support to the 
team directly and indirectly. An unofficial team member deserves 
special recognition -- Scott Thompson, the us Embassy Political 
Officer who accompanied the team to several municipalities. His 
background knowledge, diplomatic skills and good humor proved 
invaluable and endeared him to the entire team. USAID's Office 
of Foreign Disaster Assistance kindly allowed its staffperson, 
Paul Randolph, to participate in the mission. The Open Society 
Institute and the International Management Group fortunately 
agreed to do the same with their respective staff, Mabel Wisse
Smit and Lars Silseth. OTI is grateful to UNPROFOR for the many 
extensive briefings, general guidance and logistical support it 
provided. OFDA's Disaster Assistance Response Team/Zagreb, the 
EUAM, Britain's overseas Development Administration, and several 
key NGOs also all contributed si;nificantly to the team's work. 

The findings, interpretations and conclusions expressed in this 
study do not necessarily represent the official position of the 
US Government. Nor should it be assumed that they represent the 
opinions of individual team members. In general, individuals 
concentrated on select portions of the study, which were 
subsequently assembled into the final version. The editors take 
final responsibility for any errors of fact or translation. 
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DONOR OPTIONS FOR STRENGTHENING THE BOSNIAC/CROAT FEDERATION 

THE PRACTICAL AND POLITICAL MEANING OP THE PEDERATXON 

There is little dispute that the political and operational 
environment within Federation territory is di·fficult, progress 
implementing the Federation has been minimal in its first year, 
and the number of promising choices before donors seems limited. 

These problems are linked to a multitude of constraints. The 
Federation's two component political movements, the Croat HDZ and 
the Bosniac SDA, appear weakly committed to moving the Federation 
forward. A massive displaced population, forced out of Serb
controlled territory, overlays most Federation communities. 
Tensions and segregation arise from clashes between Croats, 
mostly represented by the breakaway Croat Republic of Herceg 
Bosna (CRHB), and Bosniacs, represented by the increasingly 
Muslim, internationally recognized Republic of Bosnia Herzegovina 
(RBH). Inadequate security, conflicting customs and taxation 
systems, and continued controls over freedom of movement (FOM) 
further influence political life, locally and nationally. 

Yet these obstacles, treated at greater length later, are not the 
sole issue to consider when weighing donor options for 
strengthening the Federation. Equally, if not more important is 
the political and practical meaning of the .Federation itself. 

* As a vision of how divided Bosnian ethnic communities may be 
reintegrated and a united, multi-ethnic Bosnia restored, the 
Federation is an important first step towards reconciliation and 
peace, in a region that has seen scant positive developments 
since war began there in. 1991. 

The Federation's Bosniac and Croat partners are formally on 
record in support of an experiment that rests on liberal 
constitutional principles, democratic process, pluralism, and 
respect for the rule of law and minority and individual rights. 
Though the parties have yet to join together in putting the 
pieces in place, they have crossed the emotional and conceptual 
threshold of embracing the terms of the Federation. 

* There are presently no alternatives to the Federation, other 
than a return to war by the two parties. Bosnians and external 
supporters alike recognize that this possibility, if ever 
realized, would be catastrophic. However contradictory the 
Federation may be, the Federation is the lone, active game that 
could lead out of war. For this reason, its partners and 
external friends have incentives to stay engaged. 

* The Federation in its first year achieved certain early 
concrete successes, upon which future external support can build. 
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Most importantly, the ceasefire held, allowing troops to 
disengage, prisoner exchanges to be completed, and local FOM 
agreements to be concluded. The resulting climate in turn 
permitted the swift resumption of commercial traffic, the 
expansion of humanitarian assistance, and significant early 
advances in rehabilitating electrical and water utilities •. 

By the end of 1994, the EU Administration in Mostar (EUAM) had 
established an impressive management structure which had begun 
clearing rubble, rehabilitating primary schools, and reactivating 
local enterprises. In late March 1995, after protracted disputes 
with West Mostar authorities and officials of the CRHB, the EUAM 
finally won a signed agreement to implement the first phase of 
establishing a unified Mostar police force. 

In a variety of fora that emerged from the Washington Agreements, 
Croats and Bosniacs, despite their deep, lingering differences, 
continued speaking with one another about pressing, mutual 
problems. Often facilitated by UNPROFOR, Croat and Bosniac civil 
and military officials began meeting regularly. 

As of late 1994, Federation President Zubak and Vice President 
Ganie began actively using their offices, jointly, to seek 
compromise on acutely sensitive issues. Most recently, their 
efforts have focused on the self-declared Croat municipalities of 
Usora and Ravne-Br~ko in northern Bosnia, and on stolac, Capljina 
and West Mostar, communities in the Herzegovina heartland from 
which large numbers of Bosniacs (estimates exceed 50,000) were 
violently expelled in the second half of 1993. Of the latter, 
thousands of Bosniac men had been hald in concentration camps in 
the vicinity of Mostar (Dretelj, Gabela and elsewhere.) 

Through a series of negotiating sessions the two parties sought 
to settle outstanding disputes and agree to new timetables and 
institutional innovations intended to expedite the increasingly 
delayed implementation of the Federation Agreements: in Zagreb in 
mid-September 1994; Munich in February 1995 (when they agreed to 
submit to the binding decisions of a us-appointed· arbitrator); 
Bonn in early March 1995 (when ambitious April deadlines were set 
for cantonal and municipal governments) ; and in Washington at the 
mid-March f irs:t year anniversary of the Washington Accords. 

These session~~ especially those in 1995, reportedly rekindled a 
spirit of comptomise and stimulated discussion of how to maintain 
momentum and civility in the Federation, including how to contain 
mounting tensions over issues as Croat customs and tariffs. What 
had earlier seemed hardened positions began to appear somewhat 
more fluid. Increasingly, these sessions were aided by the 
"Friends of the Federation" (most notably, the United States and 
Germany). They also benefittE':d from intensive international 
appeals to Zagreb to press the Bosnian Croats to compromise. 

4 



Interestingly, the Bosniac/Croat request for USG arbitration 
likely reflects a shared recognition: that though the Federation 
marriage is incomplete and beset by many constraints, external, 
third-party efforts to find compromises· could be quite useful if 
they alleviate shared, potentially destabilizing tensions. 

For example, if a third party were to expedite pilot schemes for 
the return of DPs in central Bosnia, that might relieve pressure 
upon local officials who have accomplished little in this 
volatile area. Similarly, if such efforts contributed to 
defusing the mounting conflict over customs and tariffs, that 
could assist in re-stabilizing Bosniac/Croat relations. 

* The Federation's polarized ethnic politics are neither uniform 
nor monolithic. The highly antagonistic, hardline behavior 
observed in Mostar differs qualitatively from central and 
northern Bosnia. In the latter areas ethnic segregation 
persists, yet there is a comparative looseness to the political 
environment that is absent to the south. Sizeable numbers of 
displaced Croats want something from the Federation -- to r~turn 
to their homes in such places as Vares and Bugognv with dignity 
and safety from abuse. Bosniacs displaced from places like Zepce 
displayed similar sentiments. Consistent with this, local 
officials from both sides expressed interest in moving ahead with 
the Federation, if permitted to do so by higher authorities. 
Moreover, infrastructure needs in mixed areas cannot be answered 
in ethnic isolation. The two communities' interests are too 
intertwined for separatism of Croat from Bosniac to be tenable. 

* Important externally-aided Federation institutions have begun 
to take shape. The OSCE-aided Ombudsmen Off ice, called for in 
the Constitution, was finally launched in January 1995, and 
subsequently moved to establish suboff ices in Zenica and in 
Herzegovina. Similarly, the nine-member Constitutional court, 
also called for in the Constitution, has been established. 

* In the past year openings have been identified for donors to 
strengthen the Federation, encourage reconciliation, and enhance 
life, principally at the community level. A bottom-up strategy 
could: build donor knowledge of local circumstances, apply 
resources to practical opportunities that this assessment and 
others have identified, deploy external mediation teams when 
warranted, and couple these measures with diplomatic action at 
the national level and close diplomatic follow-up' locally. 

Until recently, donor activism to undergird the Federation has 
been minimal, despite the high diplomatic investment in 
encouraging the two parties to embrace the Washington Agreements. 
In the future, without increased donor interest and resources, 
local incentives to strengthen the Federation will remain weak 
and the Federation is likely to falter. 
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Alternatively, if donors increase activity, the number of options 
will likely expand, especially if international mediation efforts 
and recent Bosniac and Croat commitments to deepen cooperation 
expedites the formation of Federation institutions. 

Britain's overseas Development Administration {ODA), the EU's 
International ·Management Group (!MG), UNPROFOR, the.EU 
Administration of Mostar {EUAM), the OT! assessment and the ENI 
first Request for Applications: all have identified options. 
Some options can contribute directly to the building of the 
Federation. Others will have a-more immediate impact on inter
ethnic reconciliation and reintegration of displaced populations. 

The OTI study has concluded that important work can begin that 
benefits Croats and Bosniacs alike: in the rehabilitation of key 
utilities {water, electricity, sewerage, garbage); repair of 
housing and schools; promotion of small private enterprise; 
cross-ethnic training of judges, teachers, police, health 
workers; establishment of Federation police and fire fighting 
units; establishment of joint technical data centers, clinics, 
English language centers; and assistance to the Ombudsmen Office. 

International mediation is an instrument donors can employ in a 
conscious attempt to break through the standoff over divisive 
Federation-wide issues such as customs and taxation, as well as 
the standoff in many divided central Bosnian municipalities: 
over return of displaced persons (DPs); settlement of property 
disputes; and protection of individual and minority rights. 

* The USG and other donors can pursue two broad strategies in 
central Bosnia, either separately or in tandem: a diffused 
approach that concentrates, wherever promising opportunities 
appear, on enhancing inter-ethnic ccexistence and reconciliation 
and revitalizing economic life in divided communities; and g 
targeted approach, linked to USG and possibly others' diplomatic 
efforts, that ties assistance to concrete, political movement in 
building the Federation. These two strategies are discussed in 
greater detail at the conclusion of this section. 

DONOR RISKS, CLARIFYING DONOR PURPOSES AND UNDERSTANDING FACTORS 
IMPEDING THE FEDERATION 

If donors become more deeply engaged, they will need to grasp the 
dynamic of the Federation's internal politics and the many 
factors inhibiting progress. So too, they will need to be aware 
of the true risks involved: e.g., of inadvertently reinforcing, 
versus weakening, both.the CRHB and the discriminatory economic 
and institutional advantages enjoyed by Croats. 

Discussion of these difficulties is not intended to argue against 
donor action or in favor of excessive caution. Rather, it is to 
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inform an aggressive, pragmatic donor approach to strengthening 
the Federation. More needs to be done to support the Federation, 
and more can be done. Key to effectiveness will be the political 
will of donors, and their understanding of the complexities of 
the Federation environment, especially at the municipal level. 

Pursuit of programs will inevitably force donors to define more 
precisely the objectives of assistance: whether, and to what 
degree, it is intended to further the Federation by confronting 
(and attempting to marginalize) its chief obstacle -- the CRHB. 
Whether, as well, it is intended to ameliorate, locally and 
nationally, hardline SDA sentiment in opposition to conciliation 
with Croats, especially those in decidedly minority positions in 
northern and central Bosnia. Critical, related issues are what 
actual political will and leverage, along with what level of 
resources, political and diplomatic oversight and aid management 
the USG intends to bring to this endeavor. 

THE FEDERATION'S DIVIDED INTERNAL POLITICS 

Perhaps the most troublesome reality is the continued existence 
(indeed the progressive hardening of) two parallel systems of 
government, one Bosniac, the other Croat in virtually every 
sector: police, health, education, judiciary, administration, 
communications, utilities and services. The Federation lags in 
other key respects: creation of municipal and canton 
governments; rotation of the Presidency; the functioning of the 
Federation Assembly; Federal customs and taxation; return of DPs; 
guarantees of security and respect of human rights; realignment 
of municipal boundaries; relaxation of FOM; and establishment of 
Federation-administered road/rail routes from the coast inland. 

Most alarming, in Mostar the HDZ has adamantly refused to comply 
with the terms agreed to with the EUAM, especially in regard to 
police (until the March 8 agreement), Freedom of Movement (FOM), 
and provision of electricity and water to East Mostar. Despite 
an international staff of over forty experts, funding exceeding 
$140M for its first eighteen months, 130 plus WEU police, and the 
active backing of the EU Council of Ministers, the EUAM has until 
recently been seriously stymied. [see the Mostar section) 

COLLIDING BOSNIAC/CROAT VISIONS OF THE FEDERATION 

Bosniacs and Croats appear to have colliding conceptions of the 
Federation. This factor, more than any other, contributes to the 
dual system of power and delays formation of the Federation. 

The CRHB leadership appears to favor ethnic segregation, 
consistent with its ethnic nationalist ideology, a perceived 
besieged minority status, and the hope of a separate Croat state 
that may secede from Bosnia and incorporate with Croatia. 
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The SDA leadership appears to favor reincorporation of Croats 
under a unitary, more robust, SDA-dominated RBH, which implies 
the marginalizz~ion and eventual dissolution of the CRHR. 

The Federation agreements (deliberately loose, compromise 
documents) are sufficiently ambiguous to accommodate such 
radically divergent perspectives. The net practical effect, 
however, is to inhibit establishment of Federation institutions. 
Croat leadership has resisted participating in advancing the 
Federation, wherever that means walking back from strengthening 
the CRHB and legitimizing the Republic. Inversely, the SDA has 
resisted compromise when that is seen as compromising RBH power 
for the sake of openly or implicitly legitimizing the CRHB. 

This divergence and stalemate exist, of course, in the midst of a 
complex interdependence that binds Croat and Bosniac interests, 
generates friction, but also favors compromise, in some important 
respects. Particularly in mixed municipalities, the colliding 
visions do not automatically result in a permanent standoff. 
Room exists in those communities for cross-ethnic collaboration. 

The distribution of political and military power between the two 
sides is such that neither has the true ability to impose its 
will fully on the other. Bosnian Croats do not have a military 
exit option, or a political one: neither Bosnia, Croatia nor the 
world outside the Balkans is presently prepared to countenance 
the secession of Bosnian Croats from Bosnia. The RBH cannot 
unify through force, nor are its officials in a position to stop 
or contain the consolidation of the CRHB. 

Aside from a common Serb adversary and the shared interest in not 
returning to war, Bosniac/Croat interdependence rests on an 
inescapable imperative to cooperate on key utilities, especially 
electricity; a common interest in winning higher levels of 
humanitarian relief and stimulating commerce and rehabilitation; 
and the increasing need to respond to pressure from constituents 
displaced by earlier Croat/Bosniac fighting who are unable to 
return home largely because Bosniac and Croat leaders have been 
unable to agree on the policy and means to accomplish it. 

CONSEQUENCES OF DELAY 

To date, Bosniac/Croat interdependence has not translated into 
the institutional advance of the Federation. on the contrary: 
the Federation is an uneasy, forced marriage. In the year since 
Croat/Bosniac fighting ceased, the two parties have relax.ed their 
defenses, psychologically and politically, but only marginally. 
Civil society has proved a weak counterbalance; religious leaders 
have demonstrated little autonomy from party/military controls. 

Without movement forward in the creation of Federation 
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structures, resolution of the knotted syndrome of challenges 
before Bosnia's divided communities has been problematic: 
expanding FOM; return of DPs; rehabilitation of housing; and 
security credibly guaranteeing minority rights. 

In the meantime, ethnic polarization has generated segregated, 
dual systems of power throughout Bosnia's mixed areas: the SDA
dominated areas controlled by the government of the RBH, and the 
unrecognized, HDZ-dominated, and self-declared CRHB. Indeed, 
Croats have used the opportunity presented by the Federation 
Agreement to erect new barriers segregating themselves from 
Bosniacs, paving the way for possible eventual secession. 

Croat dominance of increased trade flows into Bosnia, combined 
with the CRHB's ever more extensive control over borders, customs 
and taxes, contribute to widening ethnic disparities, aggravating 
pre-existing social and political tension between Bosniacs and 
Croats. The Croat enclaves in northern and central Bosnia, 
increasingly walled off, are conspicuous islands of relative 
ethnic advantage. They stand as ready targets when, or if, 
Bosniac frustration with the CRHB boils over. 

THE ROZ/HERCEG BOSNA VISION 

Despite internal differences, the core ideal of CRHB leaders 
appears to be secession from Bosnia, followed by confederation 
with Croatia. In this light, the Federation is a temporary, 
tactical maneuver. Though this core goal cannot be realized now 
(perhaps never), due to opposition in Sarajevo, Zagreb and 
elsewhere, that does not deter HDZ hardliners from trying. 

Freed from the burden of war (the HVO's military/territorial 
needs in Bosnia essentially fulfilled), the CRHB is able to use 
the Federation ceasefire to continue the campaign for ethnic 
segregation and eventual partition that began in 1991 when 
Bosnian Croats first declared "autonomous communities." In the 
meantime, the HDZ can wait to see which direction events take, 
militarily and diplomatically, in the broader ex-Yugoslavian war. 

In the HDZ view, the RBH ceded sovereignty over Croat territory 
to the CRHB in the Washington Agreement in return for the cease
fire that, among other things, ended the sustained shelling of 
East Mostar (mid-1993 - early 1994). It is the political fruit 
of sustained HVO military action against the RBH. 

In effect, a common Croat belief is that the Federation brings 
together under a loose umbrella two systems of government, the 
RBH (weak, overwhelmed by war and limited in its ability to 
ensure basic order) and the CRHB, the ascendance of which is a 
reality the RBH may officially deny but can hardly contain. 
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The HDZ aim is to force recognition of the CRHB, preserve its 
advantages, and build its administrative and fiscal capacities. 

The prevailing fear among Croats, according to the HDZ, is of 
being subsumed within (forcibly subordinated to) a Muslim state. 
HDZ efforts are all, at some level, intended to gather together 
and protect minority Croats. They see themselves outnumbered in 
Federation territory: 1.3 million Bosniacs (of whom 600,000 are 
DPs from Serb areas) versus 750,000 Croats. 

HDZ ADVANTAGES: 

* HDZ internal coherence and virtually monopolistic 
authority in Croat areas (by contrast with the chaotic array 
of competing Croat militias in 1992); 

* control over the flow of commercial and military goods 
from the Adriatic coast into Bosnia; 

* its strategic alliance with the ruling HDZ in Croatia; 
close political and commercial links with high-ranking 
Croatian officials; and administrative semi-integration with 
Croatian ministries; 

* full control over hEartland Croat territory, which has a 
long contiguous border with Croatia, was relatively lightly 
disrupted by prior fighting, and enjoys relative peace; 

* predominant control over the mixed Neretva canton; 

* only partial military mobilization; continued close 
military links with .Croatia; 

* longstanding regional trade networks, including extensive 
illicit activities, that reportedly benefit HDZ leadership. 

HDZ STRATEGY: 

* aggressively asserting authority over its capital, Mostar; 
this includes resisting the EUAM until Mostar is divided 
into two ethnically-defined municipalities and its ultimate 
political status has been resolved to HDZ satisfaction; 

* accumulating revenue through CRHB customs and tariffs, and 
maintaining tight control over the flow of goods from the 
coast into Bosnia. These are the keystones to the CRHB 
ability to deliver modest salaries to its civil servants; 

In practice also, this means HDZ authorities remain 
determined to resist a free port at Ploce, joint Federation · 
border customs houses, and joint Federation police authority 

10 



over road and rail lines running from the coast into Bosnia. 

* resisting formal implementation steps, called for in the 
Federation agreements, that imply a shift of power away from 
the CRHB to new structures that reinforce the RBH. This is 
most salient in Mostar and the surrounding Neretva canton 
(#7), and the second mixed canton, Middle Bosnia (#6); 

* aggressively preserving the purity of the cleansed 
southern Croat heartland (e.g. by denying Bosniacs the right 
to return to stolac and Capljina}; . 

* consolidating CRHB administration of the scattered Croat 
enclaves in central and northern Bosnia: i.e., setting in 
place wholly separate structures for police, judiciary, 
education, health, municipal finance, and telephone; 

* pressing for new boundaries in other municipalities, i.e. 
the creation of self-governing "pure" Croat communities, 
especially in northern Bosnia, as a precondition to the 
formation of municipal or canton structures; 

* discouraging the return of Croat displaced to their homes 
in Bosniac-dominated territory. 

THE BOSNIAC/SDA VISION 

SDA officials interpret the Federation, first, as a means to 
eliminate one war front and thereby allow a concentrated effort 
in prosecuting the war against Bosnian Serbs, and second, as an 
instrument that re-establishes the RBH's sovereign rule over a 
segment of Bosnian territory and society that, following the 
ceasefire, has again become accessible and secure. 

The first step in the establishment of the Federation, in the SDA 
view, is to revitalize a unitary Republic and its institutions. 
Under this conception, if Croats sincerely believe in the 
Federation, they should b~ prepared to pass through an initial 
phase of bowing to the authority of the Republic, turning away 
from the CRHB and acquiescing to its dissolution. Eventually, 
Federation structures will emerge: in the future, with the 
consent of the two parties, the Federation become confederated 
with Croatia. 

Clearly, then, the Federation is not seen as co-joining two 
separate governments. It is understood essentially as the 
reassertion of the domestically and internationally legitimate, 
hegemonic authority of the RBH. The Federation, via Republic 
institutions initially, becomes the principal means of 
reintegrating Croats and Bosniacs, renewing a multi-ethnic, 
multi-party Bosnia, and demonstrating to Serbs alike that a 
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unitary Bosnian state can successfully accommodate plural 
interests. Critical to its success is the return of Bosniacs to 
cleansed southern Hercegovina communities (e.g. stolac, capljina) 
and the rapid formation of mixed Federation institutions. 

In the Bosniac view, continued HDZ defiance of the Federation is 
ethnically-inspired lawlessness: erecting CRHB customs and 
tariffs, maintaining Croat control over road/rail routes from the 
coast into Bosnia, and Croat non-participation in the formation 
of Federation institutions. The CRHB is seen as directed by a 
core of well-placed HDZ leaders, fed by war-profiteering and 
devoid of any deeper political meaning; in essence, an insidious 
long-term threat to the Bosnian state and society. 

BOSNXAC/SDA ADVAJrl'AGES: 

* the government of the RBH alone enjoys international 
sovereign status, and can appeal to international allies to 
support its interests; 

* the RBH's aggregate military strength exceeds that of the 
HVO; 

* the RBH has predominant though far from hegemonic power 
over Bosnia's electrical sector; 

* RBH militar~' strength can be both a threat and an asset to 
Croatia. If Croatia, for instance, attempts to regain 
military control over Serb-controlled territory, Zagreb's 
success could very well depend on Sarajevo's active military 
collaboration in intensifying pressure on Bosnian Serbs as 
well, possibly, as forces and supplies crossing from Serbia; 

* the RBH has predominant power over Croat enclaves in 
central and northern Bosnia. 

BOSNXAC/SDA STRATEGY 

The Bosniac/SDA strategy to realize the Federation consists of 
efforts to weaken and dissolve the CRHB, combined with attempts 
to win HDZ compliance with Federation institutions: 

*threatening and cajoling the HDZ: e.g., withhold 
electricity to Mostar; retaliate against the CRHB by 
erecting RBH customs houses on the perimeter of Croat 
encl~ves; threaten military action against illicit controls 
over the flow of commercial goods into Bosnia; possibly 
offer compromises (e.g. reciprocal return of DPs) ; 

* appealing to Zagreb to press the HOZ to comply with the 
terms of the Federation. Increase Zagreb's incentives to 
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cooperate by persuading allied countries to direct 
commercial contracts to Croatian industries (e.g. ship 
building). Leverage future military collaboration with 
Zagreb against progress in the formation of the Federation; 

* appealing to the USG, other Friends of the Federation, and 
the EUAM, for assistance in arbitration and winning support 
from Zagreb (e.g. the February Munich meeting, the March 
Bonn session, and the mid-March Washington sessions). 

ADDITIONAL PORCBS IMPEDING THE FEDERATION: 

* the extreme violence, trauma and mistrust stemming from 
the previous period of fighting, and the limited time that 
has elapsed since the March 1994 Washington Agreement; 

* the sheer magnitude and complexity of the core challenge 
before the Federation -- the return of DPs; 

* a i1vicious circle", articulated by both sides, excuses the 
lack of political will and rationalizes inaction: there can 
be no municipal Federation structures without return of DPs 
(demographically restored communities are essential for fair 
representation and fair elections); no return of DPs is 
possible without security; no unified security is possible 
without prior formation of the Federation. 

More generally, this problem is seen in the tendency to 
cross-condition movement forward on any single issue upon 
progress in other related (and often unrelated) sectors) • 

* the difficulty of restoring local government structures, 
when the 1990 election results do not correspond to present 
demographic/ethnic composition, functioning political 
parties, and political/military boundaries; 

* a centralized, authoritarian political culture engenders 
subservience to national policy among local party leaders 
and through time creates vested interests in maintaining the 
status quo. This same culture creates a common tendency for 
whichever party has prevailing local power to concede 
little, if any authority to minority interests; 

* a dynamic, growing out of the last three years of war, 
that entrenches ethnically nationalist, single party rule in 
individual ethnic communities, that are them&elves 
increasingly segregated territo~ially and institutionally; 

* the perceived immediate threat of region-wide war feeds 
apprehension and ethnic suspicion, and creates incentives to 

. adopt a wait-and-see posture regarding the Federation; 
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If fighting resumes on a significant scale in Croatia and/or 
Bosnia, as many observers predict, that will dislocate 
additional populations, elevate the humanitarian imperative, 
create new difficulties of access into Bosnia, and perhaps 
create additional strains in Bosniac-Croat relations. 

* uncertainty regarding the ultimate outcome of the Balkan 
wars reinforces mistrust and further stalls the Federation. 
One expectation commonly voiced by Bosnians and foreign 
observers is that ultimately, through military or diplomatic 
means, Croatia and Serbia will win control over Croat and 
Serb-dominated areas of Bosnia. Under that scenario, the 
Federation would cease to exist, and would appear in 
retrospect as little more than a tactical convenience. 
Confined to 15% of its sovereign territory, Bosnia would 
become a landlocked, minimally viable rump.state, replete 
with hundreds of thousands of dislocated Bosniacs. 

HAZARDS FOR THE USG AND OTHER DONORS 

Under present circumstances, there are risks of the USG and other 
donors becoming ensnared in Bosniac/Croat tensions. 

The experiences of the EUAM and the Special Coordinator for 
Sarajevo are each telling: each became stymied by the active 
obstructionism of the HDZ and the Bosnian Serbs, respectivelY,. 
Entry by the USG into the charged environment of central Bosnia 
could invite a similarly frustrating experience, at the hands of 
Bosniac and Croat authorities alike, depending on the situation. 

Any movement of increased USG assistance from the coast into the 
mixed areas of central and northern Bosnia will place the USG to 
some degree at the mercy of CRHB authorities. 

If CRHB authorities succeed either in capturing payment by the 
USG of customs, tariffs and other taxes or forcing increased 
project assistance in Croat areas as the price for permitting 
passage of USG materials into central Bosnia, USG assistance will 
de facto have aided and abetted the partition of Croat areas from 
Bosnia. That will follow on the heels of the EUAM experience and 
directly contradict the stated objectives of USG assistance. 

As the USG moves forward in central Bosnia, it should consider 
initiating careful analyses, possibly in collaboration with other 
major donors, that increase comprehension of the CRHB customs and 
taxation system and result in pragmatic proposals which the USG 
and other donors could encourage the two parties to adopt. These 
proposals could be oriented to rationalizing the existing system, 
increasing its predictability, and minimizing the degree to which 
USG assistance underpins the CRHB. 
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Also warranted are focused, short term studies of other key 
issues where Croat/Bosniac interests intersect: 

* control and rehabilitation of the electrical sector; 

* planning for the medium and long-term revitalization of 
the economy: e.g., agricultural production; banks; commerce; 
property rights; viable state-owned enterprises 

* status of the Serb population in Federation territory; 

* mine awareness/mine marking options; 

* rehabilitation/maintenance of the Federation road system; 

* creation of a Federation police force; 

* mapping the d'i verse displaced populations in focus areas. 

Furthermore, under current circumstances it will be difficult for 
the USG to operate even-handedly in assisting Bosniacs and 
Croats. If the USG were to split its assistance evenly between 
the two communities, that would inevitably strengthen the 
disproportionate, existing advantages enjoyed by Croats and in 
doing so further strengthen the CRHB. 

As a matter of policy, the USG needs to resolve the issue of the 
extent USG assistance should aim to correct economic and 
institutional imbalances between Bosniac and Croat communities? 
To what extent does the USG need to demonstrate balance in its 
approach to the two communities, despite ethnically-based 
disparities in economic opportunity and the reality of an 
ascendant, aggressive ~RHB? 

Another challenge to USG assistance is whether linking assistance 
in any genuine, formal fashion to "strengthening the Federation" 
is to attach it to something that is still quite incipient, and 
to take on the task of marginalizing the CRHB and moderating 
hardline SDA elements. In essence, it is to risk replicating the 
EUAM experience, while assuming direct responsibility for the 
formation of mixed administrations, the return of DPs, guarantee 
of security, and rehabilitation of housing and infrastructure. 
Under these circumstances, donors need to think carefully about 
the issues of leverage, overall strategy, conditionality, 
political oversight and aid management. 

Alternatively, if the USG softens the central aim of assistance, 
orienting it less to politically specific objectives and more to 
scattered local purposes that emphasize general recovery and 
enhancement of coexistence (versus formal ethnic integration 
through the Federation), that may carry risks of its own. The 
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political intent behind assistance could become diluted. In the 
end, assistance provided could simply reinforce, versus mitigate, 
Bosnia's ethnic segregation and emergent dual systems of power. 

USG WILL AND CAPACITY 

All assistance options will seriously test the USG's will and 
capacity. Where USG assistance is introduced at the municipal 
level, continuous diplomatic engagement and continuous on-the
ground donor oversight will be essential to overcome the numerous 
political and logistical obstacles that will inevitably arise. 
USG assistance programs will require leadership that can bring 
greater coherence and coordination among USAID's multiple 
programs (OFDA/DART, ENI, OTI), as well as the refugee and DP
related assistance programmed through the State Department. 

US NGOS 

Implementing US NGO partners will only be capable of carrying a 
minor portion of the rehabilitation workload. They will likely 
remain hesitant and ambivalent about assuming responsibility for 
politically-conditioned rehabilitation projects. The USG will 
need to nurture NGO capacities systematically. Equally 
important, it will need to cultivate aggressively other 
alternatives: non-US NGOs (especially those with engineering 
expertise), US commercial engineering firms capable of major 
infrastructure repair and experienced in working in conflict 
areas; and possibly also, USG partnerships with ODA, IMG and 
local government authorities. 

Only a handful of US NGOs are currently operational in central 
Bosnia. Typically, they are overextended and subject to high 
staff turnover. A few other major US NGOs have shown interest in 
establishing programs there. 

one or two us NGOs now operational in Bosnia have experience in 
housing and water rehabilitation. Major utility repairs and 
heavy engineering work exceed their expertise. None is familiar 
or comfortable with USAID procurement requirements. 

·Moreover, US NGOs active in Bosnia are overwhelmingly oriented to 
an humanitarian emergency mandate. Politically-conditioned 
rehabilitation work is perceived as somewhat alien, requiring a 
quite different method of designing and managing projects than US 
NGOs are accustomed to following. At times, work of this sort 
will be seen as putting the NGO into too close an alignment with 
USG policy, and potentially compromising existing humanitarian 
programs. NGOs interested in this type of work will proceed 
cautiously. They lack the staff, experience and commitment to 
plunge in aggressively. For some the thought of increasing the 
political content of theiT work is quite unappealing. In the 
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past year, as circumstances have normalized somewhat, they have 
increasingly had to struggle against local authorities' attempts 
to exert greater control over their activities. 

TWO ST~TEGY OPTIONS: 

(i) a diffus1~d approach that emphasizes seizing diverse 
opportunities that appear across several localities and 
several sectors, without tying activities to formal progress 
in establishing the Federation, and without frontally 
tackling key issues such as the CRHB and hardline SDA 
elements, the return of DPs and the guarantee of security. 
Local reconciliation, rehabilitation and reintegration of 
DPs could be the overriding emphases of this approach; 

(ii) a targeted approach that combines concentrated USG 
arbitration efforts with a multiplicity of programs 
introduced in a single community(s). This strategy would be 
driven by the conscious aim of b~eaking the deadlock 
surrounding dual power and the return of displaced. 

Ultimately, the choice of how the USG or any other donor proceeds 
is a political decision. 

Strong arguments can be made in favor of each strategy. To be 
effective, each approach will require some increase in USG 
diplomatic engagement and USAID management commitment. The 
targeted approach will present considerably higher demands in all 
areas, including funding. 

The two approaches are not necessarily exclusive. It is possible 
to move ahead simultaneously on both fronts, though obviously 
that implies maximum demands diplomatically, managerially, and in 
terms of resource commitments. 

A DIFFUSED APPROACH 

The strategy would emphasize initiating multiple activities 
across several sectors in disparate locations that capitalize on 
immediataly actionable opportunities. 

At least initially, these activities would be undertaken 
principally through US NGOs. The scope of activities and the 
speed with which they can be initiated will vary, according to 
how stringent procurement requirements are, whether European NGOs 
become eligible, and whether partnerships with us commercial 
engineering firms and/or ODA and IMG are pursued. 

The range of activities that could be undertaken are those 
outlined in the various sections of the report: 
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* rehabilitation of housing and schools 

* rehabilitation of other infrastructure: water, 
electricity, garbage, sewerage 

* promotion of small scale private enterprise 

* promotion of cross-ethrlic contact (in education, policing, 
health, municipal management) 

With relatively modest initial levels of management input, and 
without strongly preconditioning assistance on political 
compromise, this strategy would demonstrate USG will, while 
lowering risk somewhat, allowing room for adjustments, and 
maintaining a more distant USG profile. If successful, it could 
bring important results, though they will tend to be scattered 
and often relatively inconspicuous. 

Indirectly over time, this strategy might improve the quality of 
community life and generally encourage coexistence between 
Bosniacs and Croats. In the meantime, USAID could incrementally 
build its diplomatic/political oversight and aid management 
presence, while enlarging the universe of implementing NGOs. 

Since the Federation is currently deadlocked, this approach 
requir.3s that the definition of activities that "strenC}then the 
Federation" be relatively loose, to include activities that 
benefit divided communities indirectly: e.g. the restoration of 
utilities, parallel housing schemes, and parallel efforts to 
stimulate small private enterprise. There are opportunities that 
cross ethnic lines that can be pursued, in several areas 
simultaneously, without overcommitting the USG. Activities could 
be initiated that built professional linkages, for instances, 
among teachers, judges, police. Some activities could be linked 
to the operations of the Federation Ombudsman's Suboffices in 
central and southern Bosnia. Should progress become stalled in 
one area, it remrins possible to proceed elsewhere. 

Arguably, this is the general course USAID has chosen to take 
thus far, through the OTI/IRC small, quick grants program and 
through the ENI Bureau's funding of US NGOs. 

A TARGETED APPROACH, LINKED TO NEGOTIATXONS 

This strategy would mobilize USG diplomatic and programmatic 
assets around a focused negotiation effort, with the aim of 
breaking the Bosniac/Croat deadlock in a focus community(s) or 
around a critical issue(s), such as taxes and customs. 

In all respects, this approach would he highly labor intensive. 
In striking an explicit linkage between political progress and 
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assistance, it will carry relativ~ly higher risks of failure. 
These can be off set somewhat by conditioning efforts, setting 
timetables for progress, and taking a step-by-step approach. 

This strategy gives high priority to achieving concrete progress: 
e.g., replacing dual administrations with unified Federation 
entities, enhancing FOM, the return of DPs, a unified security 

• system, and rehabilitation of housing and infrastructure. 

This approach would have several key requisites: 

* It would need to be backed by aggressive, sustained USG 
diplomatic efforts aimed at ensuring support in Sarajevo, 
Mos tar, and Zagreb for whatever plan of action the two 
parties agreed upon; 

These same efforts would need to be directed, where 
possible, towards mobilizing other donors, winning the 
cooperation of key implementing NGOs, and integrating other 
international actors active in Bosnia (EUAM, ECMM, UNPROFOR, 
the OSCE Ombudsman Office, and UNHCR protection officers) ; 

* It would likely require international mediation teams, 
working in the focus municipality(s) or on critical issues 
such as taxes and customs to ensure compliance by local 
authorities with whatever agreements were reached at higher 
levels, and to prepare operational plans for whatever 
transitional package might follow: e.g., those mechanisms 
that might be instituted in reforming customs and taxation; 
alternately, programs that would accompany a breakthrough 
the return of DPs: e.g. , housing rehabi 1 i ta ti on; emergency 
food, medicine, seeds and tools; programs to stimulate 
private enterprise; rehabilitation of infrastructure · 
(schools, water, electricity, garbage, sewerage); public 
administration (activities to build mixed administration in 
judicial, finance, education, health); 

* Third, the USG, along with the UN and other donors, would 
almost certainly be called upon to assist in establishing 
security arrangements that raised the confidence of 
returnees and credibly protected their rights; 

* This approach requires ample, quick disbursing assistance; 

* This approach requires the ability and willingness to say 
no, and to withdraw assistance in midstream, when compliance 
with prior agreements is not forthcoming. 
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PROGRAM OPTION SUMMARY 

These political program options are discussed at greater length 
in the Political section that follows. The great majority of 
program options are in the Infrastructure sections. 

POSSIBLE DP PROJECT TYPES: [see Housing section) 

UNPROFOR PILOT PROJECTS: If UNHCR and the JCPC ratify the 
first UNPROFOR pilot projects, it may be worth investing in 
projects of this nature. Though the security issue is still 
problematic, it could be resolved if both the municipalities 
concerned agree to provide security. An advantage of the 
UNPROFOR project is the presence of an external mediator to 
help the reconciliation process (a factor which has recently 
been recognized as essential for overcoming the current 
political impasse). 

BUFFER-ZONE PROJECTS: The spontaneous return of DPs to 
buffer-zones should be encouraged (within security 
considerations}. Projects in buffer-zones could encourage 
reconciliation. In the Fojnica buffer-zone, for example, a 
multi-ethnic team could repair the local church and mosque. 

PARALLEL REHABILITATION: There are many DPs whose houses 
remain on the territory of their own ethnic group. These 
DPs can physically reoccupy their houses now, but cannot 
afford to do so. While this option does not directly 
address interethnic cooperation, donor-funded projects would 
relieve housing pressures and start the return process. 

SPECIFIC PROGRAM OPTIONS -- EDUCATION: 

* ESTABLISHMENT OF ENGLISH LANGUAGE INSTITUTES: Create 
mixed classes for teachers and children from both sides; 

* JOINT TRAINING PROGRAMS: Encourage informal integration 
through courses in languages, child trauma, etc; 

* TEACHING MATERIALS: Provide scientific, technical and 
audio-visual equipment, computers, and foreign language 
materials for secondary schools in non-sensitive subjects 
on the condition of mixed class usage. 

SPECIFIC PROGRAM OPTIONS -- RELIGIOUS LEADERS: 

* CLERICAL PARTICIPATION IN MEDIATION: Though it is 
difficult to effect change through religious leaders 
directly, any local level initiative, joint commission or 
mediation board, could benefit from clerical participation. 

23 



* LOCAL RELIGIOUS NGOS: Caritas, Merhamet, and Dobrotvor 
are supported administratively and financially by their 
respective Catholic, Muslim and Orthodox churches and 
corresponding international N'GOs. Each of these NGOs 
operates independently of the other (though they perform 
similar tasks) and they are the primary sources of comfort 
for their respective communities. These local NGOs would 
benefit from training, particularly in counselling and 
conflict resolution. Moreover, seminars and training 
courses would bring the staff of these ethnically-divided 
agencies together to share experiences and problems. 
several NGOs experienced in trauma-related work are 
currently operating in the former Yugoslavia: International 
Action Against Hunger (AICF); America's Development 
Foundation (ADF); Catholic Relief Services (CRS) ; The Center 
for Attitudinal Healing (CAH); Delphi International; The 
Harvard Program in Refugee Trauma; The International Rescue 
Committee (IRC); save the Children Foundation (SCF). 

SPECIFIC PROGRAM OPTIONS -- SECURITY: 

* SUPPORT FEDERATION UNIFICATION EFFORTS: Support efforts 
for joint/unified highway police and firefighters; 

* LOCAL COMMISSIONS ON RESETTLEMENT: Establish local 
commissions on resettlement of DPs. Ensure that local 
police are responsible for developing the parameters of the 
security program (i.e. give them visibility and 
responsibility). Include other nonpolitical community 
leaders such as religious leaders, educators, ombudsmen; 

* DEVELOP COURSES IN ETHICS FOR JUDGES AND POLICE: 
Strengthen professionalism and independence from 
politicians; 

* COMMISSIONS ON PROPERTY DAMAGE: In conjunction with the 
judiciary, the Departments of Social Work and the Land 
Registrars in each municipality and donor surveys, inventory 
damage to real and personal property; 

* TRAINING SESSIONS ON THE CONSTITUTION AND HUMAN RIGHTS: 
Judges from both sides could be trained as trainers. 
Involve high profile groups such as ICRC, the Ombudsman and 
arbitrators to give credibility. Develop a core of educated 
and committed judges who will train their peers and police; 

* TRAINING SESSIONS ON ARBITRATION: Train judges in 
arbitration methods, which should be used in resolving many 
matters pertaining to economics. Create a joint arbitration 
commission that involves the most prestigious judges and 
lawyers from both sides to resolve commercial matters; 
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* TRAINING SESSIONS ON GUN CONTROL AND TERRORISM: 
Addressing gun control, terrorism and gangs to curb violence 
in local communities is a subject of joint interest. There 
should also be a media campaign developed in conjunction; 

* EDUCATIONAL PROGRAMS IN SCHOOLS: Get policemen (jointly) 
into the schools to talk about what they do and how they do 
it. They should address issues that will be of influence to 
teenagers. With very young children, the goal should be to 
have them be comfortable with police. Having police do this 
jointly fosters professionalism and an apolitical stance. 

SPECIFIC PROGRAM OPTIONS -- LOCAL ADMINISTRATION: 

* RECORD SHARING: Begin initiatives to share marriage and 
work records and educational certificates. This could be 
part of an effort to computerize records. A potential 
problem is the control of hardware and databases. Ideally, 
the program would be shared, accessible by authorized 
personnel in each government administration, and would 
promote communication and build a common database. 

* TECHNICAL CENTERS: Finance several technical centers for 
use by local governments, to teach basic courses such as 
accounting and computer skills, but could also be used to 
produce newsletters, etc. Make this center available to 
local NGOs and have it staffed by international NGOs. 

* LOCAL GOVERNMENT ADMINISTRATION CERTIFICATE PROGRAMS: As 
part of donor funding, require municipalities to have staff 
complete a core set of courses such as bookkeeping, 
personnel administration, program administration, 
environmental issues, human rights laws for judges, ethics, 
tax and customs duties, contracting for serviceR, and 
privatization of services. 

* TRAIN TRAINERS: Build professionalism in administrators 
by teaching them to become trainers. Make sure that ethnic 
composition is mixed, and require team teaching. 

* SUPPORT FOR THE OMBUDSMEN OFFICE: OSCE support is 
stretched quite thin. Additional aid in the form of 
vehicles, satellite telephones, and computers could add 
considerably to operational capacity. Any donor-assisted 
programs focused on judiciaries in divided municipalities 
might consider collaborative undertakings with the Off ice. 
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POLITICAL TRENDS 

ETHNICITY AS THE ORGANIZING PRINCIPLE OF GOVERNMENT 

Ethnic identity is hardly new in Bosnia. Indeed, it was a de 
facto organ of organization and collective identity in the former 
Yugoslavia. However, active mobilization of ethnic identity in 
the 1990s has transformed ethnicity into the dominant vehicle of 
political, material -- and ultimately -- war-related aspirations. 

The Washington Agreements were sealed between two competing 
ethnic nationalities (Croat and Bosniac} which had been in 
intense military conflict. In practice, these agreements sustain 
the representation of ethnic interest through the main political 
parties, the HDZ and the SDA, and their respective armies, the 
HVO and the ARBiH. The emergent fusion of political, ethnic and 
military identity shapes implementation of constitutional 
arrangements, just as it constricts future prospects for a 
democratic, pluralist political culture. As ethnic identity has 
become the organizing principle of politics, it has come to 
define the very structure of local and canton institutions. 

"Federalization" consolidates ethnic and national identities 
which, once mobilized for political (as opposed to military) 
gain, are extremely difficult to demobilize. This is especially 
true when the emerging strategies of the key political parties 
perpetuate defensive and hostile ethnic stereotypes that emerged 
out of intense, violent conflict. If not by design, then clearly 
in effect, the Constitution roots ethnic identity within the 
structures of government, thereby consolidating its growing 
centrality within the political culture. 

COMPETING INTERPRETATIONS OF FEDERALISM 

The Washington Agreements strive to raise the prospects for 
survival of an independent Bosnia. The accords served in the 
first instance as a critical intervention to facilitate the peace 
which holds in the Federation. However, the Constitution (and 
federalism} lends itself to competing interpretations by the two 
dominant political parties. The HDZ generally embraces a 
segregationist concept of the Federation; the SDA generally 
embraces a unitary, integrationist concept (with some variation 
in interpretation and strategy by local politicians}. 

SEGREGATIONIST APPROACH 

This HDZ vision is rooted in the sustained independence of the 
~RHB, within a federal structure, in hopes of eventual 
confederation with Croatia. Through federation, the CRHB seeks 
insulation and protection of Croat minorities within mixed 
municipalities and Cantons, as well as within Bosniac Cantons. 
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UNITARY, INTEGRATIONIST APPROACH 

In the face of Serb aggression and Croat aspirations for a 
breakaway CRHB, the SDA seeks preservation of a unitary state and 
integration of diverse ethnic constituencies, through protection 
of minority rights at local, cantonal and federal levels. 

Driven by two ethnically divergent visions (discussed earlier), 
the SDA and HDZ naturally agree very little as to how the 
Federation should be implemented. Nor have pre-existing, mutual 
suspicions dissipated. The Constitution's ambiguities offer 
ample room to accommodate (indeed to sustain) reciprocal fears 
and doubts. A view commonly expressed by HDZ authorities is that 
the Federation serves as a stepping stone to a unitary state in 
which a minority Croat population would be overwhelmed and 
excluded from economic and political power. The mirror fear 
advanced by SDA politicians is that HDZ manipulation of the 
Federation is a vehicle for consolidating power bases, driven by 
the broader objective of confederating with Croatia, an outcome 
which would likely spell the demise of the Federation. At the 
core of this debate is the contest over the CRHB's status. One 
vision implies its dissolution, the other its consolidation. 

THE EXERCISE OF DUAL POWER 

In every municipality visited there exists not one but two local 
governments. Dual power is seen in health, education, taxation, 
policing and justice: virtually every service and structure is 
duplicated and ethnically segregated. This is conspicuous in 
legal matters, where one side applies RBH laws, while the other 
applies CRHB laws. Not surprisingly, SDA authorities complain 
that this contradicts the HDZ stated commitment to the 
Federation, in that a parallel Croat legal system creates a state 
within a state. The Croat view is otherwise: the HDZ Mayor of 
Kiseljak said a dual system is "necessary until such time as the 
Federation creates new uniform laws for all." 

By all accounts, the CRHB lies at the heart of the parallel 
administrations: its separate structures began to emerge as early 
as late 1991, and advanced after the resumption of croat/Bosniac 
fighting in Aprjl 1993 and after the formal declaration of the 
CRHB in August 1993. However, it is important to distinguish the 
local exercise of dual power from the formation of the CRHB. 
Though these two processes are directly linked, the national 
dynamic does not always dictate local behavior. 

The CRHB's quest for power rests on separate tax and tariffs, 
essential to the payment of municipal employees,. Dual power is 
not simply duplicated administrative systems and procedures: it 
is the systematic exercise of alternative means of political 
control and patronage, rooted in vested material interests. 
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Quickly, dual bureaucracies have begun to acquire a life of their 
own, building resistance to integrated administrative structures. 
Broad political agreements forged at the national level will not 
automatically overcome such local resistance. The longer the 
exercise of dual power, the more sustainable separatism becomes. 

ETHNIC POLITICS AND IMPLICATIONS FOR MULTI-PARTY DEMOCRACY 

War and ethnic cleansing dealt serious blows to opposition 
parties, none of which could compete with the milit~ry might or 
ethnic nationalism of the SDA or the HDZ. Many parties paid a 
heavy price -- from the 1990 elections to the outbreak of war in 
1992, multi-partyism had been tolerated, but increasingly after 
mid-1992 opposition parties found themselves divided and under 
pressure. The cementing of two opposed ethnic competitors 
established bi-polar politics which left little or no room for 
the effective operation of multi-ethnic opposition parties. 1 

Some opposition party representatives described how the war has 
progressively polarized society along ethnic lines, seriously 
diminishing the viability of opposition parties. Often, their 
perceived survival hinged on integrating into one of the two core 
parties. Subsequently, once the February 1994 ceasefire was in 
force, it was extremely difficult to re-ignite interest in multi
ethnic, oppositional politics. The loss of popular support 
during this period weakened these parties and their ability to 
withstand SDA and HDZ pressures. Representatives of these 
parties expressed doubts about sustaining popular support. 

The Vares experience illustrates this phenomenon. The 1990 
elections resulted in SOP winning 19 of 50 seats, followed by the 
HDZ with 13, the SDA 9, the Reformists a, and DSS 1. 2 25 of the 

1 Many representatives of opposition parties articulated a multi-ethnic 
politically and religiously tolerant political ideology which, they claimed, 
provided the only political home for moderate Croats, Serbs and Bosniacs [see 
Tuzla section]. They also frequently placed themselves strategically between 
the HDZ and the SDA in key political and ideological controversies. In some 
interviews, such as in Fojnica, where HDZ, SDA and opposition parties were 
represented, the opposition parties played a mediating role. This suggests a 
potential role for opposition parties, particularly where they hold a balance 
of power in divided municipalities, and despite the suggested limitation of 
their programs to mere attempts to survive until the next election. However, 
many opposition politicians were described by opponents as "old-style 
authoritarian communists in sheep's clothing" who are merely seeking to create 
a new role for themselves. This could clearly cut both ways. 

2 
The Constitution (Chapter IX, Article 3[5]) states, "As soon as 

possible after the entry into force of this Constitution, the members of each 
Municipal Assembly elected in 1990 and whose mandates are still valid shall 
elect Interim Municipal Organs in accordance with this Constitution." 
Nonetheless, depending on the situation in particular municipalities, some 
politicians still argued that the (ethnically based) 1991 Population Census 
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elected representatives were Croat, 17 Bosniac, 7 Serb, and 1 
Yugoslav. In the course of the war, the disintegration of the 
SOP in the area, coupled with the departure of Croats, resulted 
in the establishment of a Bosniac War Presidency under SDA 
control. The "ethnicization" of politics during this period 
served to translate a multi-party municipality into one dominated 
by a single party, increasingly defined by a single ethnicity. 
As a consequence of the association of party politics with ethnic 
identity, the SDA, having run third in the election, effectively 
took control of Vares. Quite apart from the difficulties of 
establishing a new municipal structure (which process has not 
even begun in Vares), it was suggested by Vares authorities that 
the shift in power to Bosniacs (read SDA) was legitimate in view 
of the non-participation of Croat representatives who left. For 
their part, HDZ representatives of the exiled and embattled mini
enclave of Dastansko argued that on the basis of the 1990 
election Croats were entitled to 50% representation and the 
current SDA local government was illegal. Quite starkly, Vares 
illustrates the shift from party politics to bi-polar ethnic 
politics -- at the expense of competitive multi-partyism. 

In Maglaj, the SOP retained a significant position in interim 
municipal structures (based on the 1990 election) only to be 
excluded from representation at the canton level by an SDA/HDZ 
compromise. In Tuzla, multi-party politics retains influence and 
a coalition of opposition parties remains in power. While this 
appears to weaken the characterization of the Federation as 
consolidating ethnocentricity, the dynamic observed in the region 
is otherwise: HDZ and SDA representatives actively seek to 
undermine the independent coalition to establish a bi-polar, 
ethnically-based division of power. (see Tuzla section) 

Middle Bosnia canton provides further evidence of smaller parties 
squeezed out by HDZ/SDA control. Discussion in the Canton 
Coordinating Committee centered on establishing ethnic parity as 
a basis for determining municipal representation. The allocation 
of only 5 seats out of 65 to people other than Croats and 
Bosniacs rendered rather arbitrary municipal representation of 
smaller parties. Rather, it places control over who among 
smaller parties serves at the canton level in the hands of the 
SDA and HDZ. Smaller parties remain dependent upon the two 
ethnically based majority parties, thus sustaining bi-polarity. 

was a preferable mechanism. Chapter IX, Article 7 provides only: "The 
published results of the 1991 Census shall be used as appropriate in making 
any calculations requiring population data." Notwithstanding, The Petersburg 
Agreement (10 March 1995) states: "The nomination by the municipal assemblies 
of the 5 delegates for the cantonal assembly shall be made on the basis of the 
results of the last democratic election and shall also take the ethnic 
composition into account. The political parties shall work out a separate 
agreement on this issue." [emphasis added) 
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Many of these problems are intrinsic to the Constitution and its 
core purpose to secure peace. The compromise between ethnically 
defined and militarily backed competitors effectively overrides 
guarantees of ethnically blind institutions. These steps were 
presented as interim measures; once new elections had taken 
place, it was expected that the situation would "normalize" and 
multi-party democracy resume. That is hardly likely. If events 
reach that stage, bi-polar power will have been cemented (or at 
least systematically advantaged) and ethnicity mobilized as the 
vehicle of political power. The fate of pluralist democracy (and 
of many smaller parties) will have been sealed. 

DEADLOCK IN THE ESTABLISHMENT OF MUNICIPAL STRUCTURES 

The process of implementing Federation structures is essentially 
frozen. To understand the sources of deadlock, it is important 
to recognize the many complex factors in different localities. 
In any area, attempts to implement federal structures encounter 
multiple impediments: resistance based on vested political and 
material interests; diverse obstructionist tactics; and contrary 
conceptions of the ultimate objectives of the Federation. 

FEDERATION PLAN INCONGRUOUS WITH CONDITIONS ON THE GROUND 

Attempts to establish interim municipal structures confront the 
aftermath of massive displacement and the complex de facto shifts 
of political boundaries. The requirement to establish interim 
structures based on 1990 election results is largely unworkable: 

* the ethnicization of politics has largely overtaken party 
affiliations, rendering the party yardstick somewhat 
incongruous with current ethnic political affiliations; 1 

* massive displacement of ethnic population groups during 
the war, both between municipalities, and into these 
municipalities from areas under control of the BSA, has 
radically altered the demographic profile of communities. 
Present ethnic and political party identification often bear 
little resemblance to pre-war realities. Many municipal 
authorities elected in 1990 have fled; 

* warfare and ethnic cleansing have severely undermined the 
support base and organizational capabilities of non-ethnic 
parties. In many instances this has meant that they have 
effectively disintegrated and cannot take up their seats, or 
that they have folded their party into the HDZ or SDA; 

* military control by the HVO or ARBiH has altered the 

3 
This casts some light on the claims regarding use of the 1991 Census 

as opposed to the 1990 elections. 
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boundaries which can be asserted by any newly established 
municipal authorities. These boundaries are seldom (if 
ever) coterminous with the municipal boundaries that existed 
at the time of the 1990 elections. 

Under these circumstances, reliance on the 1990 elections to 
guide establishment of Federation municipal structures is 
extremely problematic. Not surprisingly, opponents of the 
Federation seize upon the formidable practical challenges to 
implementation to argue on behalf of inaction. 

MUNICIPAL BOUNDARIES: COMPETING INTERPRETATIONS OF FEDERATION 

The politics of the Maglaj Finger, the HDZ quest to change the 
boundaries of Zepce municipality and establish an altogether new 
municipality in Tesanj, although distinctive, is extremely 
revealing. Profitable comparisons can be made with Gornji Vakuf 
in the Middle Bosnia Canton and, more specifically, Ravne-Brcko 
in the Tuzla Canton [see Tuzla section). Developments in the 
Maglaj finger are significant since the Maglaj and Tesanj 
municipalities are the only two cases where interim municipal 
assemblies are established. In both municipalities, the HDZ 
participated in a selective, utterly self-serving, and ultimately 
temporary manner, simply to move toward its goals of segregated 
self-government. Once achieved, the HDZ withdrew from any 
further participation in advancing the Federation. 

The formation of new municipalities through the redefinition of 
boundaries (although possible within the Constitution and under 
the Vienna accord 4

} is, considering the non-legal and de facto 
method being undertaken in these areas, representative of the 
most extreme and far reaching manifestations of dual power. The 
CRHB desire to split Mostar into two municipalities to avoid a 
Bosniac majority in a combined municipality is the most sensitive 
case. One member of the Tesanj municipality gave this view: "In 
this country there are two legal sides working together, the 
Republic and the Federation. But in contrast to these laws they 
(the HDZJ are trying to set up their own laws and municipalities 
based on the illegal laws of CRHB. Here the HDZ is actually 
trying to set up its own municipality through legal means .... 
They have already got their own police, their own tax systems, 
their own laws. Yet they still say that they are supporting the 
Federation. It clearly means something else to them." 

This supports the general observation that the Federation 
agreement lends itself to the sort of competing interpretations 

4 The Visnna Agreements say it is possible to reconstitute and change 
municipal boundaries in areas where a justified interest exists. SpecifLc 
criteria will be established through legislation to determine what constLtutes 
a "justifLed interest." To date, no such regulations have been promulgated. 
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which allow both sides to claim support of the Federation, while 
pursuing substantively divergent objectives. The visions pursued 
by the HDZ in the Maglaj finger reflect an extreme segregationist 
program -- activated through the redefinition of municipal 
boundaries -- which amounts to attempts to secure through 
constitutional means objectives that could not previousl¥ be 
achieved through warfare. Indeed, the HDZ objective in Zepce and 
Tesanj is explicit segregation and the securing of local power 
based on the consolidation of a substantial ethnic majority. 
This view was clearly stated by an HDZ representative in Zepce: 
"The Constitution allows the majority to make decisions in the 
municipality •.•. Although we won the 1990 elections, the Croats 
are not in the majority in Zepce, nor in Zavidovici, or in Maglaj 
where we only have 20% of the population. In Teslic we only had 
12%. Under these circumstances we can never win .... So we need 
to create a municipality where we have the majority." 

HDZ representatives in Zepce explained how they sought to have 
the boundaries of Zepce redrawn to include parts of Maglaj, 
Zavidovici and Teslic, in order to create a new municipality 
which would have a minimum 75% Croat majority. The effect would 
be a Croat-controlled municipal authority within a Bosniac
controlled Canton. This in turn means that in terms of the 
constitution, the canton would be obliged to devolve substantial 
powers to the municipal level, in effect freeing a consolidated 
power base from the constraints of cantonal accountability. HDZ 
representatives argued that this is fully consistent with the 
Federation, in securing local self-rule. 

A similar dynamic plays itself out in Tesanj. There an extreme 
form of dual power is the de facto Usora break-away from Tesanj. 
Despite offers from the SDA for joint policing and ethnic 
representation within the police force, as well as a proposal for 
proportional allocation of tax revenues, such integration was 
still resisted by "Usora" HDZ representatives. Even 
representation of the HDZ at the canton was resisted, in 
preference to exclusive representation through the "new" 
municipal structure. The proposed new municipality was to 
include parts of Doboj and parts of Tesanj with representation 
from both areas. Out of 22 proposed municipal seats, a total of 
16 were to be allocated to the HDZ, 3 to the SDP and 3 to other 
smaller opposition parties. All 22 seats were to be held by 
Croats. What is most striking about the Tesanj/Usora dynamic is 
the fact that prior to the Washington Agreements, there was in 
fact no significant conflict in this area between Croat and 
Bosniac forces. on the contrary, mutual interest in resisting 
the BSA had contributed to significant cooperation by the HVO and 
ARBiH. Later, when subjected to the pressures of SDA-HDZ 
competition, in the context of the newly formed Federation, the 
dynamic of their interaction changed altogether. 
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In Te§anj and Zepce, SDA representatives claim they do not object 
to the formation of new municipalities, so long as it is achieved 
subsequent to the formation of interim municipal structures under 
the Federation within the current boundaries, and that thereafter 
any new municipal boundaries are achieved through "proper legal 
channels." This may help explain HDZ participation in forming 
Interim Municipal Assemblies in Maglaj and Tesanj; the HDZ 
appears motivated to join in establishing these municipal 
structures as a means to achieve eventual segregation. In 
effect, the HDZ hedges its bets, engaging to some degree, in 
hopes that will enhance the possibility of disengaging. HDZ 
refusal to do the same in Zavidovici may relate both to the 
degree of Croat/Bosniac conflict in this municipality during the 
war, as well as the fierce resistance emanating from the SDA. 

The HDZ has established de facto alternative structures both in 
Zepce and Usora. The result has also been the involvement of HDZ 
representatives from Maglaj and Zavidovici in the "newly 
constructed Zepce municipality", to the exclusion of the Bosniac 
War Presidency-in-exile in Begov Han. In both cases, the new 
municipalities operate their own police forces, tax systems, 
schools and health facilities. Efforts there to entrench dual 
power are exceptionally pronounced, by comparison with other 
divided municipalities. This vision is reflected by a senior HDZ 
representative from Usora: "Sovereignty must be based on a 
Muslim/Croat/Serb divide and this has been a military reality 
over the last 4 years. To defend an area effectively, it is 
necessary to have administrative infrastructure etc., so the 
municipality (Usora] has become a political reality." This 
dynamic is the single most significant factor which has inhibited 
the effective formation and functioning of Federal interim 
municipal assemblies in all these municipalities. It also lies 
at the heart of the extreme political tension and deadlock. 

This trend is not exclusive to the Maglaj finger, although it is 
most explicit there. A comparable political strategy expresses 
itself in the Tuzla region in Ravne-Brcko (see Tuzla annex). 
Here, as in Tesanj, despite the absence of Bosniac/Croat 
fighting, the HDZ seeks the secession of the Ravne-Brcko 
municipality from the canton, with the intention to link the 
municipality to the Posavina Canton (#2), which is 90% BSA
occupied. In both cases, the would-be break-away municipalities 
seek to consolidate strategic power through tax and customs 
facilities on possible future access corridors to the north. 

Ironically, this segregationist political strategy implies the 
unilateral reallocation of certain Bosniac villages within these 
proposed new municipalities. Should this process be taken to its 
logical conclusion, it would atomize and multiply municipalities, 
leaving each entitled to equal representation in the canton, 
irrespective of population. An implicit danger is that it 
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results in disintegration of the Federation. on the other hand, 
if it provides minority Croat communities with an adequate sense 
of security and local self-rule, it might coax them into active 
participation at the canton level. For most SDA representatives 
in the Maglaj finger, however, the HDZ guiding motive seems to be 
secession. They point to the fact that once new Federation 
municipal authorities had been formed in Maglaj and Tesanj, 
realizing the HDZ 's short term goals, the HDZ withdrew from any 
further participation, effectively crippling these structures. 

LOCAL VESTED INTERESTS 

The establishment of Federal structures threatens the exclusive 
access to power and resources which incumbents enjoy. Hence 
those in power {SDA or HDZ) frequently frustrate implementation 
of the Federation for self-interest. The integration of parallel 
structures and municipal administration will clearly result in a 
decline in exclusive power and influence on both sides. It will 
also result in the loss of jobs and personal power. 

Material conditions, including access to municipal resources and 
power, as well as the key issue of DPs, predisposes the "out
group" to greater innovation and challenge, while reinforcing the 
apparent determination of the "in-group" to preserve power and 
not yield to minority interests. Bosniac or Croat politicians, 
where they hold predominant power, argued that no movement was 
possible on key issues (DPs, formation of Federation entities) 
while their ethnic opposite urged greater local initiative. 
Elsewhere, the positions adopted would be reversed to match the 
reversal in political and military fortunes in that area. 

VICIOUS CIRCLES: FEDERATION MUNICIPAL STRUCTURES; 
RETURN OF DPS AND LOCAL SECURITY 

The central political problem of DPs is discussed in the next 
section. Here it is important to emphasize that the return of 
DPs and the provision of security constitute the core blockages 
to the formation of the Federation. Moreover, in the absence of 
political will to crack these problems, the SDA and HDZ have 
fallen back on a complex of excuses that tie them in knots. 

At the municipal level, SDA and HDZ each invoke a global vicious 
circle to summarize the predicament. Politicians on both sides 
emphasize the impossibility of establishing integrated municipal 
assemblies until DPs are returned. This is in turn dependent on 
an integrated mechanism for providing security, which in turn 
depends on the establishment of a Federation authority. In 
summary, there can be no Federation without DP return, no DP 
return without security, and no security without the Federation. 
Almost without exception, local politicians claim that the only 
route out of this dilemma is national political leadership. 
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When pressed, however, they articulated their own principled 
positions en the return of DPs. This is the second element of 
blockage at the local level. The competing positions articulated 
by local politicians revolve around the recognition (as agreed 
between the parties at the JCPC level) that the DP problem must 
be resolved "all for all", that is, that all DPs from within the 
Federation must be allowed to return. However, there are two 
broad interpretations of this agreement. On one hand it is 
argued that this entails the return of all DPs within a given 
municipality, while on the other it is argued that return can 
only be achieved on a national or cross-municipal basis. 5 There 
are objective bases for why the former position cannot provide an 
adequate solution, in that much displacement has crossed 
municipal and even canton boundaries. However, in various 
communities visited, this option was mooted, as well as proposals 
for even more limited reciprocal return of DPs. such proposals 
were almost always met with the counter-position that return had 
to take place at a wider level and that local reciprocity on a 
small scale was inadequate as a political solution. 

These two positions were articulated by both parties in different 
locations. However, it was frequently argued by HDZ that, on a 
national basis, considerably more Croats had been displaced by 
the conflict than Bosniacs and that any parity-based DP return 
was by definition politically biased. However, aside from which 
party directs attention to the DP issue, the spiral of cross
referencing and the politics of DPs, rapidly translate the issue 
into a mechanism for inaction. This is especially the case 
considering the problem of DPs from BSA-held territory. 

The apparent willingness of either party to move on the local 
level depends on a range of variables: the history of the war in 
the locality; the military status quo; the recent history of 
police practice and the broad interpretations of the Federation. 
Perhaps most telling is the relative power of the parties at the 
local level: those in a weaker position are generally more 
disposed to seek movement. It is for this reason that DP return 
(and with it ~he potential to once again alter the political 
balance of power) provides the central point of deadlock blocking 
the establishment of Federal authorities at the municipal level. 

AUTHORITARIAN CULTURE AND POLITICS OF RECIPROCITY 

Another local factor inhibiting implementation of Federation 
municipal structures which cuts across party lines and disables 
local politicians, is an authoritarian legacy. This manifests 
itself in the general unwillingness or incapacity of municipal 
politicians to take substantive initiative at the local level, 

5 
Neither position provides answers to the key problem of the massive 

inf 1 ux of DPs from BSA areas. 
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unless clear direction comes from leadership ranks in Mostar or 
Sarajevo. This is true, even where the constitution expressly 
empowers local officials to exercise initiative. 

In instances where local officials showed initiative, more often 
than not, it reflected the marginalization of that particular 
party within the municipality. Embattled local governments-in
exile, or parallel structures excluded from resources through 
political and physical displacement, generally showed initiative. 
By contrast, those securely in power resist innovation. In 
addition, municipal authorities expressed reluctance to be first 
to take any significant step -- even within their own parties. 
The result is unwillingness to seek creative means for resolving 
conflicts. The resulting logjams soon become self-sustalning. 

This trend should not be taken at face value. At times, 
deference to higher party authority is no more than a tactic 
serving narrow local interest. Inertia is rationalized on the 
basis of a lack of clear directives from up the party hierarchy. 
A consequence of this is that virtually every movement at the 
local level is premised on a reciprocal concession shaped by 
wider political objectives -- frequently in another region and 
often with only political rather than any practical connection. 

A particularly significant illustration of this is the symbolic 
importance of the Vares experience in the minds of HDZ 
politicians within the Zenica-Doboj Canton. Vares was cited by 
HDZ representatives throughout the Maglaj finger as the basis for 
arguments that Croat minorities have no political security within 
a Bosniac canton. Not only was this insecurity articulated as 
the basis for HDZ seeking to establish new municipalities with a 
consolidated Croat majority in Zepce and Tesanj, but it was also 
cited as the reason for delay in setting up any interim federal 
structure in Zepce as well. A prominent member of HDZ/Zepce 
stated: "We will not go further with the talks to set up a 
federal municipality here until talks start in Vares. We are 
doing no more here than is being done in Vares." 

While it would be naive to imagine that all of these blockages 
are resolvable through local negotiation, the crippling effect of 
this authoritarian legacy calls for facilitative intervention by 
an impartial external interest. This could take two forms: 
direct mediation of disputes; and political education programs. 
However, while this may assist in overcoming local political 
impasses, it cannot substitute for the overwhelming need for 
substantial diplomatic action at the highest level to loosen the 
shackles which immobilize the Federation. 

CONFUSION IN CONSTITUTIONAL PROVISIONS 

The creation of interim municipal structures is complicated and 
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poorly defined. The constitution states "each member of the 
Municipal Assembly elected in 1990 ... shall elect Interim 
Municipal organs in accordance with this Constitution." The 
structures and procedures through which this is to be achieved 
have not been specified and have been left to municipalities to 
determine. This approach, designed to provide local flexibility, 
often translates into uncertainty which in turn leads to 
disagreement and deadlock. It is left to municipalities to reach 
agreement on the size of the Interim Municipal Council and the 
basis for representation. Furthermore, agreement on procedures 
of the local legislatures and the municipal executive structure 
also have to be determined. In the context of the current 
political impasse, such a lack of clarity feeds conflict and 
inhibits the process of establishing Federation structures. 

CONCLUSIONS 

The "ethnicization" of political structures manifests itself in 
varied political strategies adopted by the major political 
parties, pursuant to their competing interests and divergent 
interpretations of the Federation. The cumulative effect is to 
systematically block the establishment of municipal structures. 

Given the numerous factors blocking the establishment of new 
municipal structures, there appears to be no single mechanism to 
effect a breakthrough. There can be.little doubt that the 
ascendart CRHB lies at the heart of the problem of realizing the 
Federation: its creation will spell the end of Bosnian Croat 
separatism. While this clearly feeds the resistance of local HDZ 
politicians and undermines the tr~st of the SDA at the local 
level, this ought not to be taken to imply the two sides are 
monolithic. Local politics, fed by self-interest, insecurity and 
mistrust ironically provides some gaps for international 
intervention and for positive aid programs. The role of local 
mediation is one.potential intervention which may overcome some 
logjams at the local level. However, it is doubtful whether such 
interventions could be sustained without parallel initiatives in 
the political hierarchy. Local variations only reflect the 
differential impact or varied combination of the range of factors 
described above. There are no communities visited which do not 
display most of these key sources of blockage. 

Any donor investment will be relatively high risk, not least 
because of the possibility of BSA aggression, which would 
aggravate croat/Bosniac tensions. However there is no need to 
frame proposed interventions in narrow political terms. While 
"federation" may continue to be controversial, reconciliation 
between communities is much less so. Strategies targeted at this 
broader aim and conceptualized with this in mind, might serve the 
long term objectives of political integration from the bottom up. 
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THE EU ADMINISTRATION OF MOSTAR (EUAM) 

[This.section is based on OTI visits to Mostar in January 1995). 

IMPASSE 

As of late January, six months into its two year mandate to 
administer, re-integrate and rehabilitate Mostar, the EUAM had 
reached an impasse. To move ahead requires a fundamental change 
by Bosnian Croat authorities, away from the HDZ vision of ethnic 
purity and segregation that collides with the inclusionary vision 
of the Federation. Should that change not happen, the EUAM will 
have little choice but to scale down its commitments in Mostar. 
That outcome would spell the demise of the EU's first major 
foray, post-Maastricht, into foreign affairs. By extension, it 
would serously strain the Federation itself. 

In reflecting on its experiences of the past six months, EUAM 
officials offered the following observations: 

"Money is not enough ... The problem is political will. The 
HDZ is mad." 

"Expect to be the scapegoat for any lack of progress." 

"Everything we try to do is stalled through linkage to other 
issues. The same will be true for you." 

"We took the cooperative approach when we entered Mos tar. It 
was a mistake. Come in strong. Control everything. " 

"Signed agreements mean nothing." 

"We need five years, not two. " 

"We are the enemy in the eyes of West Mos tar." 

"Don't expect political results from spreading $20m around 
central Bosnia. It will be like pouring water into the sand. 
Pick one project that benefits a broad population and 
concentrate on that. 11 

The chief obstacle to EU efforts to forge genuine reconciliation 
in Mostar (and thereby undergird the Federation) i~ the CRHB. 
Since resistance to the EUAM has been overwhelmingly on the side 
of the predominant local power, the HDZ, the EUAM has had little 
opportunity to test the true intentions of the Bosniacs. 

Buoyed by local gangs, a doctrine of exclusionary nationalism, 
and growing revenues accumulated through customs facilities, the 
HDZ has moved aggressively to harden the CRHB institutionally, 
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both in the Herzegovina heartland and the Croat pockets in 
central and northern Bosnia. The HDZ campaign has been 
strengthened by other advantages: relative peace (versus the war 
exigencies which dominate the RBH and limit its ability to 
counter the rise of the CRHB) ; near-complete success at cleansing 
non-Croats from the Croat heartland; a long, common border with 
Croatia; the Government of Croatia's active encouragement; and a 
well established tradition of illicit cross-border trade. 

PROGRESS IN THE FIRST SXX MONTHS 

Despite the CRHB outlook and expansiveness, the EUAM has been 
able to achieve some progress in its first six months. 

Most importantly, the peace has held. 

Second, since its inauguration July 23, 1994 the EUAM has gained 
control over a substantial budget (slated to total $140M for 
1994/95) and has erected with unusual speed a professional 
management structure, currently comprised of 42 international 
staff, over 70 local staff, and 129 WEU police. 

The EUAM has programmed approximately 20 million ECU towards 
relatively uncontentious, neighborhood-level EUAM initiatives, 
undertaken in parallel in East and West Mostar. 

By spring 1995, the EUAM will have completed rehabilitation of 16 
primary schools. Labor-intensive cleanup campaigns have removed 
some war rubble. The EUAM has launched programs to rejuvenate 
medium and small enterprises operating, slowly and in small 
increments, through banks on each side (Hvratska Banka in West 
Mostar, Privetna Banka in East Mostar). Transfers to these banks 
are made through affiliated banks in Germany and Croatia. The 
EUAM small enterprise lending fund, launched in December, offers 
DM1.6M, split 50/50 between East and West Mostar. Loans are to 
be made available in DMl0,000-20,000 loans, with interest between 
3-7%. For medium-size firms, the EUAM has made 20-25 grants for 
spare parts and inputs (about DM4M is committed to this program). 

similarly, the EUAM has erected one bridge linking two Bosniac 
neighborhoods; another will soon connect two Croat communities. 
outside Mostar, representatives of the HDZ and SDA reportedly 
have agreed to form a joint commission to work with the German 
government in reconstructing two bridges on the Place-Sarajevo 
railroad. Rehabilitation of 1,000 residences is underway. 

(At the end of March, the EU announced that it had finalized 
agreement to begin implP•entation of phase I of the Unified 
Police Force. This foilowed protracted negotiations, and 
numerous diplomatic demarches by the Friends of the Federation to 
Zagreb and Bosnian Croat authorities.] 
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AREAS OF CONTINUED IMPASSE 

However, on more highly charged matters central to the EUAM's 
mandate (police, FOM, DPs, restoration of utilities to East 
Mostar) the HDZ is openly belligerent and intransigent. EUAM 
leverage has been insufficient to overcome HDZ opposition to any 
enlargement of EUAM authority in these areas. According to the 
HDZ, until it is satisfied regarding the ultimate political 
status of Mostar (i.e., until assured it will remain under HDZ 
dominance and be rigidly segregated into two ethnically-defined 
communities), the HDZ will obstruct the EUAM indefinitely. 

The HDZ position appears to stern from fear that compliance will 
slow or contradict its main objective of consolidating the CRHB 
and ensuring its possible eventual incorporation into Croatia. 

In this context, for the HDZ to comply with the EUAM on police, 
return of DPs, FOM and restoration of East Mostar utilities is 
unacceptably risky. In its view, it would weaken HDZ control 
over the "capital" of the CRHB. Life in East Mostar would 
normalize, encouraging a Bosniac majority in the city proper. 
Administrative and political integration of the Federation would 
advance, subordinating the CRHB to RBH control, and diminishing 
the likelihood of eventual confederation with Croatia. Perhaps 
also, yielding control might raise the .risk of war crimes 
prosecution of HDZ leaders, as well as affiliated gang leaders. 

The HDZ blocks EUAM progress on virtually all key fronts: 

POLICE/RULE OF LAW/DEMILITARIZATION 

West Mostar's 45,000-50,000 residents exist under the combined 
control of HVO forces in police uniforms and local gangs. The 
average West Mostar citizen's true sentiments are unknown; it is 
a population with whom the EUAM and other donors have limited 
contact, and whose opportunities for free expression are minimal. 
currently, 129 WEU police are in place, [target level is 184]. 
WEU police exert no effective authority over West Mostar police. 
In December, HDZ rejected an EUAM plan that called for a joint 
headquarters, phased integration of police forces and EUAM 
oversight and administrative control. According to the EUAM, 
"Unification efforts have stopped completely." 

HVO military units are openly seen inside the city. The West 
Mostar police deny WEU access to West Mostar police stations. 
Checkpoints which the West Mostar police are to dismantle, under 
the Memo of Understnading with the EU, have been taken down, only 
to be re-established shortly thereafter. These are manned by 
officers carrying semi-automatic weapons. 

EUAM officials have openly expressed their frustration that the 
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West Mostar police are not under the control of West Mostar civil 
authorities: "None of us knows who really is in control of the 
West Mostar police." It is believed that they report to the CRHB 
Internal Affairs Ministry, and take direct orders from the HDZ. 
EUAM policy prohibits contact with these authorities. 

A West Mostar police unit is still inside the EUAM headquarters, 
(Hotel Ero), having been invited there by the EUAM in mid-1994 to 
provide interim security as the EUAM established operations. In 
one week in January, officers of the unit on three occasions 
"accidentally" discharged weapons inside the building. West 
Mostar police frequent the foyer and bar areas of the Hotel. 
Other West Mostar police units adjoin the Hotel and the WEU 
police headquarters, closely monitoring traffic in and out. 

West Mostar police are believed to have links with, and to be 
subject to intimidation and manipulation by, West Mostar gangs 
(Stella and Tuta). Consequently, there have been only marginal 
improvements in the restoration of law and order. 

Responsible for earlier periods of ethnic cleansing of Bosniacs, 
West Mostar's gangs continue to operate with impunity. They have 
been implicated in: extortion from West Mostar small businesses; 
several cases of forced expulsions of elderly Bosniacs from their 
homes in West Mostar; continued murders and disappearances of 
Bosniacs; theft of vehicles (a from the EUAM, 2 from IRC, which 
subsequently suspended all operations in Hercegovina, many others 
from UNHCR and other NGOs) ; and the theft in early January of 
radiators awaiting installation by Swiss Disaster Relief in a 
West Mostar elementary school (estimated value: DM70,000). 

Under such intense pressure, the EUAM finds itself increasingly 
isolated within its headquarters. EUAM's grasp of political 
realities beyond the Hotel Ero remains understandably thin. 

FREEDOM OF MOVEMENT (FOM) 

Citizens of West Mostar are able to circulate relatively freely. 
Those of East Mostar have virtually no FOM. 250 persons/day may 
travel in each direction between East and West Mostar for 24 hour 
visits. Excluded are males age 17-64. Virtually all traffic, in 
both directions, is Bosniac. 

Following a January 15 incident in which West Mostar police 
blocked entry of East Mostar participants in an EUAM-organized 
chess tournament at the Hotel Ero, official West Mostar radio 
announced that entry to the Hotel required police permission. 
This was in direct defiance of the September 7 FOM agreement 
signed by the Bosniacs and Croats. 

January 18, the FOM committee met for the first time in several 
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months. No progress was made on any of the ten items on the 
agenda, reportedly due to HDZ intransigence. 

CORRECTING DISPARITIES IN EAST MOSTAR 

East Mostar's 55,000-60,000 citizens reside in an enforced 
encampment, with· no FOM, guarantees of freedom from violent abuse 
should they stray into West Mostar, and minimal heat, water and 
communications with the outside world. 

Currently, East Mostar receives approximately 5 hours of 
electrical power, at a level of 2-3 MW (10-15% capacity), every 
48-72 hours. The only remaining step to restore power to East 
Mostar is for the West Mostar authorities to de-mine the 
riverbank. Thus far, the HDZ has refused, arguing that there 
must first be compromise by BiH in allowing HDZ shared control 
over the Salakovac hydroelectric plant. 

Most residents draw water from temporary street standpipes. 
Water pressure does not extend to upper floors of buildings. 

7 telephone lines connect East Mostar with the outside world. 

RETURN OF DISPLACED 

The EUAM has a budget of DM9M for the resettlement of 3,000 DPs. 
Thus far, it has returned four elderly Bosniacs to their homes in 
West Mostar. The exchange of DPs between East and West Mostar is 
blocked by the HDZ condition that the EUAM first relocate Bosniac 
DPs from East Mostar, either back to their homes, or if that is 
not possible, to central Bosnia. That, of course, has not been 
possible, given the lack of progress in arriving at a workable 
Federation policy on DPs. In the meantime, HDZ unwillingness to 
allow a return of those displaced Bosniacs now resident in East 
Mostar to Stolac or Capljina contributes to the stalemate. 

In 1995, the EUAM intends to conduct a census, with the aid of 
the Swedish Government census service. 

OPTIONS TO BREAK THE LOGJAM 

High ranking civil officials from East and West Mostar have 
rec~ntly threatened to resign. As their lack of authority, and 
that of the EUAM, has become more and more blatant, local 
community pressures have apparently intensified. 

Should the EUAM-HDZ deadlock persist much longer, Mostar could 
likely soon return to increased levels of violence and 
instability. This, in turn, could swiftly erode the nascent, 
institutionally weak Federation. 
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The EUAM has begun to pursue the few options remaining: 

It has threatened curtailment of programs and a phase-out of 
operations. Here, the EUAM faces a quandary not unlike that of 
UNPROFOR. A threat of withdrawal, with its obvious destabilizing 
potential, often has weak credibility. 

The EUAM has criticized the HDZ on international media (an 
interview on CNN in early January) and appealed to EU council of 
Ministers (especially the German and French Foreign Ministers) to 
press Croatian President Tudjman to press, in turn, his HDZ 
counterparts in the CRHB to compromise, in terms of police, 
extension of utilities to East Mostar, access to Hotel Ero, and 
an end to forced expulsions of Bosniacs from West Mostar. 

Unclear is the latitude President Tudjman has to force compliance 
in Mostar, in any sustainable way, given the blanket, militarized 
control exercised locally by HDZ, and the strong links between 
the Bosnian HDZ and their patrons in the Croatian Government. 

EUAM efforts have not resulted in substantial progress. The 
January 21 visit to Mostar of a high ranking Zagreb delegation 
resulted in a statement from the Croatian Prime Minister that his 
government had a "strategic interest" in insuring EU success, 
owing to the importance of relations with EU member states and 
the US, and the Croatian Government's need to avoid further 
aggravating the delicate situation it had created by threatening 
the expulsion of UNPROFOR in June. 

IMPLICATIONS FOR OS POLICY 

(i) If the USG pursues strengthening the Federation with US 
resources in mixed communities in central and northern Bosnia, 
the USG (and any NGO partners) will almost certainly encounter 
constraints similar to those that now frustrate the EUAM. 

These include, at the local level, a polarized environment in 
which the predominant power (HDZ in the south, SDA in the north) 
is able to obstruct conciliatory initiatives and the means of 
ensuring local law and order. At higher levels, there is likely 
to be a weak Federation which has yet to resolve key outstanding 
issues, such as customs, educational policy, control over 
utilities, and policy to guide the return of DPs and settle 
property rights disputes. Under such circumstances, there will 
~e a serious risk of deadlock and confusion, as well as excessive 
and often arbitrary levies, both at the hands of the CRHB and 
through countervailing action by RBH authorities. 

The USG should be prepared for the possibility of the breakdown 
of EUAM operations and the overall Federation. Should that 
occur, access to Bosnia will likely become highly problematic. 
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(ii) the USG should address, realistically and up front, what 
direct USG management strength it requires to be effective. 
Operating strictly through NGOs, with only intermittent USAID 
direct oversight, will likely be far from sufficient for coping 
with the challenges in Bosnia. Moving to a stronger presence, 
with USG personnel residential in central and northern Bosnia, 
will involve obvious additional expense and risk. 

(iii) Little progress will be possible with US assistance unless 
it is accompanied by a strong, sustained diplomatic effort. 

(iv) The US has a shared interest with the EUAM in pursuing a 
joint strategy that contains and moderates the CRHB. Acting in 
concert will raise the prospects of easing the EUAM's crisis and 
encouraging a general environment where donor assistance can be 
put to effective use. 

Options include: heightened US diplomatic efforts, in 
coordination with EU member states, focussed upon President 
Tudjman's office and the HDZ leadership in Mostar and major Croat 
communities in central and northern Bosnia; encouragement of 
greater us and international media coverage of Mostar; EU/US 
sessions outside ex-Yugoslavia that bring together HDZ and SDA 
representatives to explore options for revitalizing the 
Federation; routine liaison visits by US personnel to the EUAM in 
Mostar, as evidence of the US political interest in the EUAM, and 
as a means of amplifying knowledge of key issues such as the CRHB 
customs system; associating USG assistance with EUAM, through a 
symbolic commitment of US resources to underfunded projects in 
Mostar (e.g. preservation of historic buildings), or through 
USAID projects in areas. immediately outside Mostar. 

(v) Even where significant croat/Bosniac tensions exist, the USG 
can likely have some effect in consolidating the peace through 
support of parallel initiatives to clear war rubble, rehabilitate 
schools and houses, and stimulate small and medium scale 
enterprises. Croat and Bosniac banking systems, affiliated with 
reliable external European banks, may offer viable partners for 
small scale lending programs. 
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THE DISPLACED PERSONS DILEMMA 

Since 1991-1992, violent armed conflict has wrought profound 
change in Bosnia's population profile. While precise and 
reliable figures often simply do not exist, it is nonetheless 
possible to present a coarse overview of the major trends. 

Bosnia's pre-war population, according to the 1991 census, 
totalled 4.39 million: 1.93 million Bosniacs (44%), 1.36 million 
Serbs (31%), 750,000 Croats (17%), and 3HO,OOO "others," most of 
whom identified themselves as Yugoslavs (8%). 

Since 1991, Bosnia's population is believed to have declined by 
about one million: 200,000 dead or missing, and 800,000 persons 
who left Bosnia. Of the 3.4 million persons remaining in Bosnia, 
1.4 million Serbs (40%) reside in the 70% of Bosnian territory 
controlled by the BSA. In the 30% of Bosnia that comprises the 
present Federation reside 750,00 Croats (22%) and 1.3 million 
Bosniacs (38%); geographically, these populations tend to live, 
respectively, in areas under HVO and ARBiH control. 

The 1.3 million Bosniacs include approximately 600,000 persons 
forced out of what is now BSA-controlled territory. The Croat 
population includes a small number of persons expelled from Serb
controlled areas. Within the Federation are still a few tens of 
thousands of Serbs; more precise estimates do not exist. 

The Croat population in the Federation breaks down into roughly 
600,000 in the western "heartland" areas (80%) and 150,000 (20%) 
in scattered enclaves in central and northern Bosnia. 

Estimates vary significantly in regard to the numbers of Bosniacs 
and Croats displaced by HVO-ARBiH fighting. According to USG 
estimates, the May-November 1993 period of concentrated Bosniac
Croat fighting resulted in the displacement of about 30,000 
Bosniacs and 76,000 Croats. Other international estimates claim 
that far higher numbers of both Bosniacs and Croats were forcibly 
relocated, totalling as many as 200,000, and that more Bosniacs 
than Croats were displaced. HDZ authorities claim that 55,000 
Bosniacs and 180,000 Croats were displaced. 

The largest numbers of Bosniacs fled Stolac, Capljina, Zepce, and 
Prozor, resettling chiefly in East Mostar, Jablanica and Zenica. 
The majority of Croats fled Vares, Bugogno, and Kakanj; fewer 
from Travnik, Gornji Vakuf, Konjic and Zenica. Their primary 
destinations were West Mostar, Prozor, Kiseljak and Tomislavgrad. 

Since the February 1994 ceasefire, a few people have migrated in 
and out of Federation territory (no estimates available). With 
the exception of the return of 400-800 Croats to Vares during the 
past year, the return of internally displaced has been minimal. 
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The multiple shifts in population since late 1991 have radically 
redefined Bosnia's demographic map. Ethnic distribution now 
corresponds to the territories under the control of the three 
major armies, though that does not mean intermixed zones no 
longer exist. In central and northern Bosnia, there are several 
Croat enclaves as well as a handful of divided municipalities, 
physically split between Croat areas under HVO control and 
Bosniac areas under ARBiH control. outside the Federation are 
Bosniac enclaves such as Bihac and Gora~de, controlled by the 
ARBiH. Finally, despite BSA attempts to "cleanse" its territory, 
about 40,000 Bosniacs and 30,000 Croats remain. 6 

MODES OF DXSPLACEMENT 

As a result of both the BSA military actions that began in late 
1991 and the subsequent HVO-ARBiH war, many DPs found themselves 
displaced more than once. Croat and Bosniac DPs who fled from 
BSA-held areas into central Bosnia were frequently forced to flee 
again when HVO/ARBiH fighting erupted. In Novi Travnik, for 
example, both Croat and Bosniac DPs from BSA-held Banja Luka were 
accommodated by the municipality. When HVO/ARBiH fighting began 
in Novi Travnik, any Bosniac or Croat DPs living on the HVO or 
ARBiH-controlled part of town were forced to move to the other 
side or elsewhere. This may have led to distorted DP figures, as 
DPs registered a second time to receive humanitarian assistance. 

People have been displaced under a variety of circumstances. 
Some were physically forced from their homes by angry neighbors 
who thought it best to get rid of those who might turn on them. 
Others were forced from their homes by the enemy army, generally 
with a few minutes in which to collect essential belongings. 

In some instances, DPs were forced from their homes by their 
"own" soldiers. Most Croats from Vares, for example, were 
"encouraged" to leave by HVO soldiers who arrived with trucks in 
the middle of the night. Given the fact that the HVO had only 
recently committed a massacre in Stupni Do, a predominantly 
Busniac village near Vares, the Croat population had ample reason 
to leave preemptively, out of fear of retribution. In this 
instance, the HVO bypassed ARBiH territory by negotiating passage 
through BSA-controlled territory. Memory of this episode (along 
with other HVO/BSA deals) has made Bosniac administrators such as 
those in Vares extremely suspicious of HDZ motives. 

The number of DPs who voluntarily left their homes under no 
direct duress is unknown. The majority of DPs were physically 
expelled from their homes, under direct threat of violence. Yet 
many DPs also simply packed their bags and left in anticipation 

6 
UNHCR, "Information Notes on former Yugoslavia" piii, #12, Dec. 1994. 
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of danger. Though the subject needs further investigation, it 
appears that the DPs most willing to go home are those who were 
not expelled by violent means (see the Fojnica and Vares cases). 

DPS AND TH~ DEADLOCK IN THE FEDERATION 

The population movements of the past three years place a 
staggering burden on municipal resources and facilities and 
complicate the formation of Federation institutions. 600,000 
Bosniac DPs in Federation territory cannot presently return to 
their homes, and cannot foresee when that may become possible. 
In the meantime, they occupy scarce public and private housing, 
and obviou~ly greatly affect the ethnic balance between Bosniacs 
(totalling 1.3 million, with DPs included) and Croats (750,000). 
Moreover, to sort out the return of the 100,000-200,000 Bosniacs 
and Croats displaced by HVO/ARBiH fighting requires dealing with 
those displaced from Serb-controlled areas. A significant share 
of the latter will have to be relocated, yet again, before 
displaced Croats and Bosniacs can begin to return to their homes. 

To compound matters, the exodus, particularly skilled workers and 
professionals, continues, though at an unknown rate. Authorities 
cite the steady loss of talent as one reason why many essential 
services and institutions are wholly or partially inoperable. 

Though the Constitution stipulates that interim municipal 
governments can and should be established, few municipalities 
have done so, largely due to the overwhelming challenge presented 
by DPs. Where they have, as in the Tuzla Canton, the role and 
authority of the interim government have remained highly 
ambiguous. Travnik, for example, is currently dominated by the 
SDA and is one of the principal centers to which Bosniac DPs 
fled. Since the war, the representation of Croats has decreased 
from 36.9% to 4.3%. If the interim municipality government were 
to be established tomorrow, according to the results of the 1990 
elections, HDZ would be entitled to 20 representatives or one 
third of the seats, which would upset the political balance. 
[Vares and Zepce are other examples of municipalities with 
radically different ethnic mixes after the war]. 

The party in power favors the status quo, while the minrf• 4
\ 

party is more willing to be flexible. Thus, the domina1' 
political party in a given municipality argues that in~r . 
government cannot be formed until the DP issue is resol'{ 111 
Those political parties in a less favorable pcsi tion wi th.i.~.1 ... L 

given municipality tend to argue that interim governments can and 
should be established, irrespective of the DP dilemma. 

Further complications center on what principle should guide the 
return of DPs: whether it should be according to an "all-for-all" 
or a more limited, parity basis. Those municipal authorities 
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holding predominant power tend to argue for the return of DPs on 
a Federation-wide all-for-all basis. This stance is favored by 
HDZ politicians who claim the number of Croat DPs is more than 
three times that of Bosniac DPs (180,000 versus 50,000). Parties 
in minority positions (SDP, Reformist and others) tend to argue a 
parity approach, suggesting that an exchange of DPs from each 
side would at least begin the process of return. 

PRE AND POST-WAR POPULATIONS OF FOCUS MUNICIPALITIES 

--

I II 1991 CENSUS I POST-WAR I CHANGE I ~ 0 CHANGE I 
Busovaca/ 18,883 22,168 + 3,285 + 17 
Kacuni 

Fojnica 16,227 13' 096 - 3,131 - 19 

Gornji 25,130 33,750 + 8,620 + 34 
Vakuf 

Kiseljak/ 24,081 38,270 + 14,189 + 59 
Bilalovac 

Kresevo 6,699 12,759 + 6,060 + 90 

Maglaj 43 I 294 29,500 - 13,794 - 32 

Novi 30,624 42,000 + 11,376 + 37 
Travnik 

Prozor 19,601 19' 800 + 199 + 1 

Tesanj 48,390 62,000 + 13,610 + 28 

Travnik 70,402 64,896 - 5,506 - 8 
i-----

'fuzla 131,861 170,000 + 38,139 + 29 

Vares 22,114 14' 250 - 7,864 - 36 

Vitez 27,728 35,064 + 7,336 + 26 

Zavidovici 57,153 50,000 - 7,153 + 13 

Zepce 22,840 39,395 + 16,555 + 72 

TOTAL 565,027 646,948 + 81,921 + 14 

Note: Fi ures are rou h estimates g g from different sources. The dif"ference in 
pre and post-war numbers must not be confused with numbers of DPs: people were 
internally displaced; a decrease in population does not mean that DPs did not 
come into the municipality, only that a greater number left; members of all 
ethnic groups may have left. 
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The all-for-all approach to resolving the DP crisis raises 
formidable difficulties. Indeed, under current circumstances, it 
amounts to a formula for paralysis. If all DPs are to return, 
DPs must be able to move back to their own homes. Given that 
displacement did not usually occur as an exchange between two 
communities, the return must involve a number of municipalities. 
For example, if Croat DPs in Busovaca are to return to Fojnica, 
the Bosniac DPs in Fojnica must be able to return to Kiseljak, 
and the Croat DPs in Kisel j ak must be able to return to Vares. 
The stumbling-block here, however, is that no municipality is 
willing to start this process without direction from above. 

A massive impediment, of course, is that there is no option to 
return the 600, ooo Bosniac DPs from Serb-controlled territory. 
Return can only begin for the 100, 000-200, ooo persons displaced 
internally within the Federation during the HVO/ARBiH fighting. 
Yet that return itself will inevitably impinge on the Bosniac DPs 
from Serb areas who have migrated into unoccupied housing, some 
of which belong to Croats. If forced to relocate to allow return 
of Croats, these Bosniac DPs will require alternative shelter. 

The inability of Federation authorities to resolve the DP issue 
also grows directly out of the two parallel governing structures, 
one answerable to Sarajevo, the other to Mostar. In October 1994 
the Federation issued a policy on DPs which aimed to allow DPs to 
go back to their homes for periods of up to three, six, or nine 
months, to do repairs and prepare for final return. 

7 
This policy 

was opposed by Mostar and st1bsequently put on hold. 

The CRHB is better equipped than the RBH to handle DPs. In HDZ 
areas (whether on the border of Herzegovina or in isolated 
pockets) a computerized registration system for DPs operates, 
linked to Mostar. Arriving DPs are given a standardized form to 
be filled out before being given accommodation. There are 
questions on personal history and aspirations with regard to 
returning home. DPs are asked to indicate whether they: 

* want to return to my home under any condition; 

* want to return to my home under the control of the 
legitimate authority of the Federation; 

* want to return to any place under the contro 1 of the 
legitimate authority of the Federation; 

* do not want to return home. 

7 
"Propisi i Programi iz Oblasti Raseljenih lica i Izbjeglica i 

Humanitarne Pomoci" ("Rules and Programs Covering the Area of Refugees and 
Humanitarian Aid"), Republic of Bosnia and Herzegovina and the Federation of 
Bosnia and Herzegovina, Sarajevo, October 1994. 
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The team was not given official records, but unofficially the 
social Welfare Departments in Nova Bila, Busovaca, and Kresevo 
indicated that the most common response was the second; that is, 
that people would return to their homes when they come under the 
control of the legitimate authority of the Federation. 9 This 
information is of great interest to Mostar, since it suggests 
that Croat DPs are eager to return home, even if their homes are 
under SDA control , so long as some form of Federation authority 
is in place. The data on Croat DPs has obvious additional 
applications in terms of conscription and tax collection. 

RBH areas lack administrative and financial resources for such 
luxuries as a computerized registration system. Rather, DPs are 
registered on an ad hoc basis, often on locally produced farms. 
At best, the system is weakly coordinated from Sarajevo. 

THE DP ISSUE FROM A DP PERSPECTIVE 

Municipalities deal with DPs with varying capabilities. In 
almost all cases, they are still deper.1ent on the resources of UN 
agencies and NGOs for essential humanitarian aid. When DPs 
arrive they are typically provided accommodation and essential 
requirements such as blankets and jerry-cans, supplied by UNHCR. 
Collective centers are set up in schools er other large public 
buildings and are usually the first place in which DPs are 
settled. These centers are usually considered a temporary 
measure until private housing can be located. For many DPs, 
however, especially in ARBiH areas where the number of DPs is 
much greater than the municipality can possibly accommodate, the 
sojourn can last indefinitely. Indeed, due to the general lack 
of resources in RBH municipalities, the facilities made available 
to DPs are of lower quality than in CRHB areas and are often 
quite miserable. Privacy is often nil, with many families 
grouped together in limited space. 

Private housing is utilized in urban and rural areas and consists 
of homes which: were vacated by people who were expelled or who 
left; were second or "holiday" homes; or are shared with host
families who offer part of their houses to DP families. Private 
housing is generally considered a more acceptable alternative to 
living in a collective center since it allows families a 
semblance of normality. Few municipalities take the time to do 
an inventory of the belongings left by a family before moving DPs 
into a vacated house. Keeping track of others' belongings is the 
least of the problems which social welfare departments face. 

e The ir.!·1erent acknowledgement of the Federation is important in 
understanding the complex and sometimes cun\.:..:-adir.tory position of the CRHB. 
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KISELJAK AUTHORITIES AND CROAT DPS 

Kiseljak has a reputation as a hard-line HDZ municipality. 
It is relatively affluent, due in part to a prolific black
market. The majority of DPs in Kiseljak are from Vares. 
The fact that most Croats in Vares only left under pressure 
from the HVO caused tension with local authorities, who 
would have preferred an early voluntary departure. As a 
result, these DPs have not been treated well. DPs in 
collective centers are made to pay for accommodation by 
street cleaning and garbage collection. DPs have been 
forced to leave collective centers and move into dilapidated 
houses on the contact line. When families refuse they are 
threatened with a cutoff of aid. Ironically, these DPs are 
not encouraged to return to Vares. A Vares woman was 
explicitly told by a municipal official that irrespective of 
whether she thought she could go home safely (a statement 
she made following a trip back to Vares where she was warmly 
greeted by former neighbors) it was better that she remain 
among "her own". However, since the Washington Agreements 
an estimated 400-800 Croat DPs are reported to have returned 
to Vares. They live in isolated villages with no legal 
recognition, rather than "among their own" in Kiseljak or 
Kresevo. This is a signifjcant instance where DPs and 
"their" politicians diverge. 

RETURNEES IN VARES 

Vares is considered a hard-line SDA municipality. It was 
among the last areas affected by Bosniac/Croat fighting, yet 
experienced some of the worst atrocities. Prior to the war, 
Vares was one of only two municipalities (Tuzla was the 
other) not dominated by either SDA or HDZ. The SDP (former 
Communist party) won the majority in 1990. In 1992 the HVO 
took control and, in protest, the SDA went into exile. In 
1993 the ARBiH, under the former vice president of the 
municipal council, Mervana Hadzimurtezic, fought for control 
of the municipality and won. Before the HVO withdrew, 
(after a particularly brutal HVO massacre at the village of 
stupni Do near Vares) it organized trucks to take Croats 
out, whether residents wanted to depart or not. Following 
the Washington Agreements, Hadzimurtezic, now the de facto 
Mayoress of Vares, made a public call for the return of 129 
DPs who had family in Vares. The Mayoress did not repeat 
her plea because the gesture was not reciprocated in HDZ
dominated towns. Since then 400-800 DPs from Kiseljak and 
Kresevo have returned to Vares. Despite the fact that they 
are considered "illegal" returnees and hence do not receive 
humanitarian aid and are not allowed to send their children 
to school, they have not been evicted and are relatively 
secure. The Mayoress openly draws comparisons between her 
magnanimity and the obstruction cf HDZ municipalities. 
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The general consensus among the 40 Croat and Bosniac DPs 
interviewed during the assessment (as well as those who claim to 
represent DP interests) is that most DPs strongly desire to 
return to their homes. Among DPs from rural areas, there is a 
desire to go back to the land which has been in their families 
for generations. Town life, which most have been forced to 
endure, is generally considered claustrophobic. On a practical 
level, they are particularly concerned about returning before 
spring and missing the beginning of the farming season. DPs with 
urban origins have different needs, not the least of which is a 
desire to return to a multi-ethnic, developed environment. Some 
DPs, of course, will never want to move back to their homes or 
home areas. What they experienced had such an effect on their 
lives that they could not imagine ever living again in that same 
environment. Others have moved into housing and adopted a 
standard of living which exceeds that which they were used to 
and the prospect of staying is attractive. 

In the meantime, living on humanitarian aid is difficult, if not 
:iumiliating. DPs want to support themselves through employment 
and/or farming, and to achieve a sense of personal dignity. 
Those who are lucky enough to supplement their existence from 
remittances sent from relatives living abroad are still conscious 
of their dependent status and find it hard to be 11 in debt 11 • 

There are limited reports of social tension between the local and 
displaced communities [see Kiseljak, above). Given the social 
upheaval that the arrival of DPs has on a community, one might 
expect tension to arise from the distribution of humanitarian aid 
to the DPs as opposed to locals, or from locals and DPs vying for 
the few resources available, including anything from firewood to 
jobs. Local NGOs (discussed below) have been active in assuring 
that local people, especially the vulnerable groups such as 
pensioners and single mothers, get some food supplies. But such 
aid will not always be forthcoming and this will invariably 
affect the general goodwill local residents feel toward DPs. 

While the will to return home is apparent among most DPs 
interviewed, there are obstacles: one's home may be under the 
control of the "enemy" army; it may be occupied by other DPs; the 
condition of the house may require repairs prior to return; and 
the limited seven-day return period permitted under FOM rules in 
some areas. Most DPs are in agreement that these problems can 
and should be resolved by local politicians, though they 
recognize the national political implications. 

Despite the obstacles, some DPs have taken advantage of the FOM 
agreements to cross contact lines, return home and carry out 
repairs, in preparation for a future return. Others have returned 
permanently. Occasionally, DPs are willing to risk insecurity 
simply because they are tired of their nomadic life-style. An 
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elderly Bosniac couple in Novi Travnik, for example, decided 
after two years of living in 14 different locations to return to 
their home on the HVO side of town. [see the Housing section). 

Since the Washington Agreements, some donors and agencies have 
tried to facilitate tha return of DPs. UNPROFOR has made some 
headway in establishing a project for the return of DPs to two 
villages which lie in HVO and ARBiH-controlled municipalities. A 
major problem with this pilot scheme (or any other) is the 
security of returnees. For these pilot schemes to move forward, 
permanent security arrangements will. have to be devised, likely 
with the active support of national Bosniac and Croat leadership. 

In another pilot scheme, the EUAM has allocated DM9M for the 
initial resettlement of 3,000 DPs in Mostar. As yet the EUAM has 
only succeeded in returning four elderly Bosniacs to their homes 
in West Mostar, owing to HDZ obstruction. [see Mostar section). 

Within each municipality a number of people who are not members 
of the dominant ethnic group remained in their homes throughout 
the war, despite obvious pressures. Lucky, perhaps, to have not 
been physically forced from their homes, these people were often 
protected by neighbors. At the least, they were not considered 
worth expending time and energy on, especially if they were old 
and infirm. For obvious reasons, these minorities rarely include 
men of military age. Rather they tend to be the old and the 
young (grandparents and grandchildren) and occasionally younger 
widows. Where such minorities exist, they tend to be less mobile 
than the rest of the community, if only because they fear 
encountering disaffected youth or militia. In a few instances, 
there are cases of active discrimination. In Prozor, for 
example, the small Bosniac community of 124 residents (of an 
original 7,000) is prevented from worshipping in the local mosque 
because the HDZ-controlled municipality claims (with some basis) 
it is unable to guarantee their safety. In Vares, the small 
Croat community of Pogor has effectively been cut off by the 
presence of a special unit of ~he ARBiH which apparently submits 
to no local civil or military authority and occasionally engages 
in livestock theft and house break-ins. 

on a positive note, municipalities take some care of minorities. 
In all HDZ areas visited, minorities continue to receive pensions 
(if they were receiving them prior to the war) and receive 
humanitarian distributions. In SDA areas, where no salaries or 
benefits are paid to local residents, ethnic minorities also 
receive food aid. In both cases, children are allowed to attend 
school, even though this may mean harassment from other children. 
In short, ethnic minorities (Croat, Bosniac or Serb) have, in 
some respects, won the admiration of those among whom they live, 
if only because they are seen as having steadfastly endured. 
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THE BUFFER ZONE IN FOJNICA 

Within a two-kilometer buffer-zone between Fojnica and 
Kiseljak lies a village called Citevo. During the fighting 
in the area, citevo became a battleground and many homes and 
buildings were destroyed. The majority of villagers (Croat 
and Bosniac) fled for safety. Some homes were left in the 
safe-keeping of one family member who was too recalcitrant 
to leave or physically incapable of the journey. Shortly 
after the Washington Agreements, a number of families began 
returning to Citevo to examine damage to their homes and 
initiate repairs. By the end of 1994, a number of Bosniac 
and Croat families had moved back in. Because the village 
lies in an UNPROFOR buffer-zone, it is outside the control 
of the HVO or ARBiH armies. Neither Bosniacs nor Croats 
need fear military harassment. However, tensions still 
exist among the villagers. The wounds of conflict run deep 
and the violence experienced continues to be expressed. To 
date there is little integration. The local factory which 
used to bring both sides together on a daily basis, is no 
longer operational and there are no other employment 
opportunities which could serve the same purpose. There is 
one shop in the village, owned by a Croat, which serves as 
the only existing tie between estranged neighbors. The fact 
that there is no competing establishment on the Bosniac side 
is perhaps a positive sign of hope for integration in the 
future. In the meantime, a destroyed church and damaged 
mosque symbolize the dilemma. 

THE UNPROFOR PILOT PROJECT 

The Joint Commission Civilian Executive Committee (JCCEC}, a 
sub-committee of the JCPC, proposed a pilot project for the 
return of DPs. UNPROFOR presented the JCCEC with a list of 
possible villages where this project could be started. 
After Bosniac and Croat representatives rejected the list, 
UNPROFOR suggested they come up with a list of their own. 
Criteria for choosing villages included: (i) the houses of 
returnees are their original homes, (ii) the houses are 
currently unoccupied and do not require extensive repair, 
(iii) the villages are near the contact line, and therefore 
near an UNPROFOR checkpoint, and (iv) the DPs are willing to 
go back to the village. When both sides came back with 
their lists it was clear that they had deliberately selected 
villages which they felt confident the other side would 
reject. However, after sustained discussion, both sides 
finally agreed on two villages. The next step for the JCCEC 
is to get approval from UNHCR, which is responsible for the 
protection of DPs, and the JCPC. The next problem will be 
the rehabilitation of the infrastructure (which both USAID 
and ODA have expressed interest in funding) so that 
villagers can return. 
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CONCLUSIONS AND RECOMMENDATIONS 

The right of return is enshrined in the Constitution. However, 
as UNHCR stipulates, certain conditions need to exist. DP return 
must be voluntary, dignified, and secure. 

Powerful dual findings of this study are (i) the complexity of 
the DP issue and the difficulty of finding a workable entry point 
to begin resolving it, and; (ii) the strong, persistent desire of 
Bosniac and Croat DPs alike to return home, and their hope 
Federation authorities will somehow meet the challenge. 

Many, if not most DPs want to return under safety, and do not 
appear deterred by considerations of whether their home territory 
is under RBH or CRHB control. If the Federation provided the 
essential circumstances for return, that would be eagerly 
welcomed. In lieu of that, some DPs are prepared to return home 
even without assurance of acceptance and security. Witness the 
return of DPs to Vares, the buffer-zone outside Fojnica, and the 
elderly couple's return to Novi Travnik. 

UNHCR cannot prevent spontaneous DP return, but it can and will 
object to donor-funded DP return which ignores key requisites: 

DP return is dependent on political decisions by Federation 
authorities. Municipal authorities will not move without 
approval from above. A return of DPs may upset the balance of 
power, either immediately, or through future elections. 

Municipal authorities involved in pilot projects, such as those 
proposed by UNPROFOR, will likely proceed more effectively if 
provided donor incentives. These could be material rewards, such 
as infrastructure development or small business schemes and/or 
training (public administration, technical skills). 

Security for returning DPs is essential. UNHCR will not support 
DP return without credible security guarantees. Though final 
resolution of the DP issue will be tied to the establishment of a 
unified police force, it is possible that viable local security 
initiatives could be launched with external assistance. 

If donors are to assist DP return, they should press UNHCR to 
conduct censuses and begin mapping the present demographic 
realities in select divided municipalities. If UNHCR is unable 
or unwilling, donors should find other means. At present, donors 
and NGOs lack reliable data on the status of various populations 
in mixed areas. UNHCR has some data, but often prefers to 
maintain its confidentiality. Typically, all that exists in the 
public domain are wildly conflicting figures and highly charged 
counter-figures cited by competing local officials. Until donors 
have more accurate data, their local knowledge -- and local 
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standing -- will remain weak, and they will remain seriously 
vulnerable to manipulation and miscalculation. 

POSSIBLE PROJECT TYPES (see Housing section] 

UNPROFOR pilot projects: If UNHCR and the JCPC ratify the first 
UNPROFOR pilot projects, it may be worth investing in projects of 
this nature. Though the security issue is still problematic, it 
could be resolved if both the municipalities concerned agree to 
provide security. An advantage of the UNPROFOR project is the 
presence of an external mediator to help the reconciliation 
process (a factor which has recently been recognized as essential 
for overcoming the current political impasse). 

Buffer-zone projects: The spontaneous return of DPs to buffer
zones should be encouraged, with consideration to security. 
Projects in buffer-zones could encourage reconciliation. In the 
Fojnica buffer-zone, for example, a multi-ethnic construction 
team r.ould repair the local church and mosque. 

Parallel rehabilitation: There are many DPs whose houses remain 
on the territory of their own ethnic group. These DPs can 
physically reoccupy their houses now, but cannot afford to do so. 
While this option does not directly address interethnic 
cooperation, donor-funded projects would relieve housing 
pressures and start the return process. 
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MUNICIPAL GOVERNMENTS 

The team visited 14 municipalities in central Bosnia. In Middle
Bosnia canton (#6): Busovaca, Fojnica, Gornji Vakuf, Kresevo, 
Kiseljak, Novi Travnik, Travnik, and Vitez. In Zeniga-Doboj 
Canton (#4): Maglaj, Tesanj, Vares, Zavidovici and Zepce. And 
in Middle-Herzegovina, or Neretva Canton (#7): Prozor. Middle
Bosnia and Neretva are the Federation's two mixed cantons. The 
Bosniac/Croat pre-war populations in these cantons were almost 
equal. In the 1991 census, 159,692 Muslims and 142,307 Croats 
resided in Middle-Bosnia; 100,445 Muslims and 107,868 Croats in 
Neretva. Although Zenica-Doboj is a Bosniac canton, it includes 
a substantial minority Croat population. 

All 14 municipalities are divided with areas under ARBiH and HVO 
control. According to the Constitution, municipalities are to 
establish integrated local authorities. This section evaluates 
local government status in the 14 municipalities, which is 
essentially stalemated. 

Three municipalities have no formal integration. Practical 
mutual issues are addressed informally or through third parties. 
Alternative mechanisms (UNPROFOR, ECMM) that address urgent 
issues (FOM, infrastructure) reduce the need for formal direct 
coordination. Nine municipalities have Coordination Committees 
to help establish Interim Municipal Councils. Although the 
achievements of these Coordination Committees vary widely, their 
progress is generally hampered (see next section). Interim 
governments have been nominally formed in·two municipalities, but 
do not function due to Croat non-~articipation and the continued 
existence of parallel authorities. In these instances, the 
formal establishment of Constitutional joint authorities does not 
amount to genuine integration and reconciliation. 

IMPLEMENTATION OF THE CONSTITUTION 

The Washington Agreements envision existing municipal authorities 
transformed into political structures in accordance with the 
Constitution: an elected Governing Council; an Executive body 
and a Judiciary. Until elections, municipal governments will be 
organized on an interim basis. No date for elections is set. 

The Constitution states, "as soon as possible" interim municipal 
organs will be elected by "each member of each Municipal Assembly 
elected in 1990 whose mandate is still valid." To expedite 
establishment of Interim Municipal Governments, municipalities 
are to establish Municipal Coordination Committees, comprised of 
of 3 Bosniacs, 3 Croats, and 1 "other" member. These bodies have 
no legislative or executive power. 

The current status of local governments varies widely. Some have 
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made no progress in creating integrated structures. Others have 
established Municipal Coordination Committees, and in two cases, 
Interim Municipal Governments have been formed. 

There is no formal integration in Novi Travnik, Prozor or Zepce. 
Contacts between parallel authorities are informal or through 
ECMM or UNPROFOR. While most third party involvement is ad hoc, 
UNPROFOR has institutionalized its mediator role. 

In central Bosnia, UNPROFOR chairs Joint Commissions which bring 
together Bosniac and Croat civil and military authorities to 
address political, military, social and economic issues. 9 Since 
the February 1994 ceasefire, the Joint Commissions have achieved 
agreements on: monitoring the cease-fire and the buffer zones; 
overseeing the separation of forces; controlling heavy weapons; 
distribution of humanitarian assistance; release of prisoners of 
war; creation of FOM routes; procedures for joint c~eck-points; 
and facilitating the restoration of basic utilities and services. 
At present, the Joint Commissions are attempting to extend FOM 
and initiate pilot projects for DP return. 

In the initial phase of forming the Federation, the Joint 
Commissions were useful platforms for solving mutually important 
issues. In the longer term, they provide surrogates for the 
direct cooperation and formal integration envisioned in the 
Washington Agreements. Since problems can be addressed through 
alternate mechanisms, the establishment of Federation mechanisms 
is impeded. Asked how long the two sides in Novi Travnik could 
continue to live independently, without any kind of formal 
integration, the Bosniac authorities responded "indefinitely". 

Municipal Coordination Committees exist in Busovaca, Fojnica, 
Gornji Vakuf, Kiseljak, Kresevo, Travnik, Vares, Vitez, and 
Zavidovici. The Committees seek to reach agreement on the size, 
ethnic and political party composition, and specific members of 
Interim Municipal Councils. 10 In some municipalities, progress 
is virtually nil. Although Coordination Committees exist in 
Gornji Vakuf and Vares, they convene infrequently and have 
achieved little. In these municipalities, alternative mechanisms 
exist to address issues. 

9 
In the Joint Commission Policy Committee (JCPC), senior Bosniac and 

Croat leaders meet under the chairmanship of UNPROFOR. The Joint commission 
Civil Executive Committee (JCCEC) and the Joint Commission Military Executive 
Committee (JCMEC), in turn execute civil and military policy as enunciated by 
the JCPC, and formulate and draft proposals for JCPC. Joint Commission Sub 
Committees (JCSC) function at the local level. 

10 Individuals elected to Municipal Assemblies in 1990 whose mandates 
are still valid, are prima facie entitled to sit in the interim legislature. 
However, many these people have left or were killed. 
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In Gornji Vakuf, three mechanisms of formal contact exist: 1) the 
Coordination Committee; 2) a Joint Commission Sub-Committee, 
chaired by UNPROFOR; and 3) meetings between local SDA and HDZ 
party leaders. Discussions on the establishment of joint 
authorities are addressed by the Coordination Committee; 
discussions regarding practical matters (FOM, infrastructure) are 
addressed in the Joint Commission; while the representatives of 
the political parties discuss all matters. Generally the same 
persons sit on all three structures. 

In other municipalities (Busovaca, Fojnica, Vitez and Zavidovici) 
Coordination committees have achieved basic agreement on the 
composition of the Interim Municipal Councils. Theoretically, 
the Council could be established and begin its work, but these 
agreements have not been implemented. Local officials of fer 
varied explanations to justify this apparent co~tradiction: 
constraints imposed by local political strategies; differences in 
principle (in Fojnica, the authorities will only establish the 
Interim Municipal Council when all other municipalities have done 
so); postponement until central authorities provide clearance 
(Busovaca and Vitez); as well as a range of other factors. 
Moreover, in several municipalities where Coordination Committees 
have not yet agreed on the composition of the Interim Municipal 
Council, progress is frozen for similar reasons. 

A third category includes two municipalities (Tesanj and Maglaj) 
that have established Interim Municipal governments. Ironically, 
what appears to be a completed and successful process of 
municipal integration is in reality a tactical maneuver by Croats 
to facilitate segregation. In Maglaj and Tesanj, Croats 
participate in the Municipal Council, but they only attend votes 
on issues of direct interest to them, e.g., the election of 
representatives to the Interim Canton Legislature. All Croat 
officials withdrew from interim municipal executive bodies. This 
development is especially remarkable in Tesanj, where Bosniacs 
and Croats never fought each other. The effect has been to 
create purely Bosniac representation. These structures are now 
described by Croats as Muslim entities. The HDZ segregation 
strategy is attempting to create Croat majority municipalities. 
Official joint authorities are established, but do not operate. 
In practice, the HVO areaF are still governed by independent 
Croat authorities (in Tesdnj by break-away Usora; and in Maglaj 
by the Croat authorities in Zepce). Hence, dual power continues 
despite the formal existence of joint authorities. 

MUNICIPALITY-CANTON RELATIONS 

The Constitution envisions an Interim Canton Legislature in each 
canton consisting of 5 members of each Municipal Assembly in the 
canton. These representatives "shall be elected by and from 
members of each such Assembly elected in 1990 whose mandate is 
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still valid". The Constitution requires the Interim Cantonal 
Legislatures be established within thirty days after entry into 
force of the Constitution. Within ten days after establishment, 
these Legislatures should elect all other transitional Cantonal 
organs in accordance with the Constitution. This time frame has 
proven unrealistic. To facilitate and coordinate establishment 
of Interim Cantonal bodies, the parties decided in September 1994 
to establish Cantonal Coordination Committees. 

Apart from Prozor, all municipalities visited are in Middle
Bosnia or Zenica-Doboj Canton. The former is mixed, the latter a 
Bosniac canton. In neither has an Interim Canton Government been 
established, although both have Canton Coordination Committees. 

Although the Constitution states that representatives to the 
Interim Cantonal Legislature be elected by and from members of 
Municipal Assemblies elected in 1990, it does not specify that 
they reflect the composition of that Assembly, nor does it 
indicate other selection criteria. This ambiguity has resulted 
in conflicting interpretations. In some municipalities, the 
opinion is that representatives should proportionally represent 
those political parties elected in the 1990 elections. For 
example, Tesanj nominated ·3 SOA, 1 SOP and 1 HOZ representative 
to the Canton (the results of the 1990 Municipal elections were: 
SDA 60%; HDZ 12%; SDP 14%; three other parties together 16%). In 
other municipalities, the ethnic composition of the Municipal 
Assembly elected in 1990 is used. In Vitez, it was first decided 
to select (in accordance with the ethnic composition of the 
previous Assembly) 3 Croats and 2 Bosniacs. Subsequently, it was 
determined that 2 of these Croats would be HDZ members and the 
third Croat would be ci SOP member. The 2 Bosniac representatives 
will probably be an SOP member and an SDA member (in the 1990 
election, the HOZ received 38%; the SOA 27%; and the SDP 15%). 

Ethnicity as the basis for selection of representatives to the 
Canton is in some cases used to undermine opposition parties. In 
Maglaj, opposition parties held 25% of the seats in the previous 
Assembly. The SDA/HDZ-dominated Interim Municipal Council, in 
accordance with the ethnic composition of the previous Assembly, 
chose 3 Bosniacs and 2 Croats (subsequently allocated to SDA and 
HDZ. Thus, opposition parties will not represent Maglaj. 

In the Middle-Bosnia canton, Bosniacs in the Coordination 
Committee have proposed to distribute the 65 seats in the Canton 
Legislature to 30 Bosniac, 30 Croat and 5 Serb representatives. 
This proposal also includes ethnic allocation of Mayors in the 13 
municipalities (i.e. 6 Bosniac and 6 Croat Mayors). 

In principle, Croats in the cantonal Coordination Committee have 
agreed with the proposed distribution of Canton seats and Mayor
positions. A provisional ethnic division of the 65 seats over 
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the 13 municipalities has even been agreed upon in the Cantonal 
Coordination Committee (i.e. how many Bosniac, Croat and Serb 
representatives should be elected in each municipality). 
However, implementation of this proposal could compromise the 
constitutional provisions on the Interim Canton Legislature, as 
well as the concept of representative democracy: 1) the proposed 
predetermined parity in the Interim Cantonal Legislature entails 
a top-down allocation of seats to municipalities, i.e. how many 
representatives of each ethnicity should be elected to the 
canton. This seems to be contrary to the Constitution, which 
states that the representatives should be elected by the members 
of the Municipal Assembly; 2) based on the 1990 elections, the 
ethnic division should be 28 Bosniacs, 32 Croats, and 5 Serbs; 3) 
the proposed ethnic division does not guarantee delegates will 
proportionally represent the results of the 1990 elections. 

Despite agreement of the Canton Coordination Committee on the 
composition of the Interim Cantonal Legislature, the Assembly has 
not yet been established. Both Bosniacs and Croats in the Canton 
Coordination Committee await approval from their party leaders. 
More importantly, the establishment of Middle-Bosnia Canton is 
linked to the establishment of Neretva Canton. Linkage is a 
tactic which routinely stymies problem-solving at all levels. 

Linkage of the Middle-Bosnia and Neretva cantons is complex, with 
many partial (sometimes conflicting) explanations offered: 

* Bosniac concern that establishment of Neretva Canton is 
being delayed by Croats as a bargaining chip in the debate 
over splitting Mostar; 

* the opinion that Croats have more interest in the 
establishment of Middle-Bosnia canton than Neretva Canton 
(and vice versa for Bosniacs); 

* a belief that the major problems in the two mixed cantons 
are linked, and thus have to be tackled simultaneously; 

* the Bosniac conviction that when the two mixed cantons are 
established, the Federation is almost fully established. All 
other issues will become easier to solve and the threat of a 
new war between Bosniacs and Croats will be gone; 

* the Bosniacs belief that protection of minority rights of 
Bosniacs in Neretva Canton requires the Federation; 
* the Bosniac belief that Croats are not interested in the 
Federation (and therefore Neretva Canton), because it would 
undermine the authority of the CRHB -- linkage will force the 
Croats to show their real face: if they don't want Neretva 
Canton, they don't want Federation; 
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* the DP issue transcends municipal and canton boundaries and 
requires unified security in each of the cantons; 

* many Croats were displaced from/within Middle-Bosnia 
Canton; many Bosniacs were displaced from/within Neretva 
canton -- these Cantons are critical to DP return; 

* linkage will give leverage in gaining a balanced ethnic 
distribution of the most important political functions in the 
part of the Federation where Bosniacs and Croats are the most 
mixed and the potential for disagreement is greatest; 

* important factories are in Middle-Bosnia Canton, and their 
control is a factor in the establishment of this Canton; 

* linkage will help assure the canton Constitutions of both 
mixed cantons will not differ significantly. 

Establishment of the Interim Government of Zenica-Doboj Canton is 
also stalled. Zenica-Doboj is a Bosniac canton, consisting of 12 
municipalities. Breza, Kakanj, Maglaj, Olovo, Teslic, Visoko and 
Zenica have selected their 5 representatives to the Interim 
canton Legislature. Doboj, Tesanj, Vares, zavidovici and Zepce 
have not. Until all 60 representatives have been chosen, the 
Interim Municipal Legislature cannot be established. 

Like Middle-Bosnia Canton, the creation of the Interim cantonal 
Assembly is impeded by other issues. Some Municipalities have 
not yet elected their representatives to the Canton because they 
presume that this is a task· of the Interim Municipal Council. 
Since Doboj, Vares, Zavidovici and Zep~e have not created their 
Councils, they claim they cannot proceed. 

In Zepce, this is complicated further by the Croat claim that 
representatives to the canton must be elected by the Interim 
Municipal Council of the new Municipality of Zepce, i.e. the 
majority-Croat municipality they want to create through a change 
of existing boundaries. Thus, the potential change of boundaries 
and creation of new municipalities is delaying Interim Cantonal 
authorities. Moreover, municipal representation at the cantonal 
level is not based on population. Thus, a large municipality 
enjoys no greater representation than does a smaller one. 
However, the creation of new municipalities, as well as the 
change of boundaries, could significantly alter the balance of 
power within Interim Cantonal structures. 
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LOCAL GOVERNMENT ADMINISTRATION 

The Washington Agreements commit Bosniacs and Croats to 
integrated governmental administration. Because the Constitution 
is a compromise document, its provisions permit different views. 
One consistent trend is dual systems in municipalities under the 
control of the ARBiH and the HVO in virtually every respect: 
municipal governments, police, health care, education, utilities, 
administration, finance and the judiciary. 

Divergence occurred gradually. Bosnia and Herzegovina declared 
independence on February 29, 1992 which was confirmed by a 
referendum on March 3, 1992. Withdrawal of the HDZ from the 
Bosnian National Assembly later that year was the initial act of 
separation, followed by sporadic armed conflict beginning October 
23, 1992. War began between Bosniacs and Croats in April 1993, 
lasting until the cease-fire in February 1994. Four months into 
the war, the Croatian Republic of Herceg-Bosna (CRHB) was 
declared, severing Croat/Bosniac bonds. The Washington 
Agreements of March 1994 were an attempt to reconcile the two 
peoples who inhabit the territory of the Federation. 

The Bosniac/Croat conflict left a legacy of mistrust. A year 
after the Washington Agreement, apprehension remains high. 
Whether reacting to that mistrust or capitalizing on it, the CRHB 
is consolidating. Factors cementing dual power and making 
reintegration increasingly difficult include: close CRHB linkage 
with Croatian institutions; relative peace in the CRHB; CRHB 
accumulation of revenue through control of trade; and the 
inability of the RBH to reverse the process. 

MANIFESTATION OF DUAL POWER IN THE ORGANIZATION OF MUNICIPALITIEd 

Most local administrators claimed that governm~:nt functioned at a 
rudimentary level throughout the war. The absence of fighting 
since the February 1994 cease fire has allowed some semblance of 
order to re-emerge. Though clearly inadequate, basic social 
needs such as education, police, water, electricity, sewer, 
garbage, health care, telephone and postage services are 
available in most municipalities. [See Infrastructure Section) 
Where available, municipalities provide birth and marriage 
certificates, and education and work records. Municipalities 
monitor the housing needs of DPs within their boundaries. 

At the local level the war has resulted in separate duplicate 
administrations in Croat and Bosniac areas of each municipality. 
These governments are physically operating in areas under the 
control of their respective armies. In each situation, there are 
claims based on the 1990 election, but major population shifts 
have radically altered the ethnic balance and result in 
conflicting claims. Kiseljak's pre-war population was 52% Croat 
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and 41% Muslim. Of the 40 representatives elected in 1990, 18 
were HDZ, 16 SDA, 2 SOP, 3 Reformist and 1 sos. Durlng the 
course of ethnic cleansing, Bosniacs left and set up A government 
in Bilalovac. In Busovaca, a coalition of 38 representatives 
(HOZ, SDA and SOS) won the 1990 elections. The population was 
roughly divided between Croats (48%) and Muslims (44%). As a 
result of the war, the Bosniacs moved to Kacuni and set up a 
separate government. In Vares, SOP won the 1990 election. The 
pre-war 41% Croat population resettled in Kiseljak. A small 
Croat community claiming representation (13 seats out of 50) on 
the municipal assembly is in Dastansko. 

Conventional governments in-exile, where one party won a clear 
majority in the 1990 municipal elections and is operating outside 
its former territorial boundaries, do not exist in the 
communities visited. However, representatives of several 
governments are "in exile'' in that they reside outside their 
former municipalities. This is the case for the Bosniac leaders 
of Vitez who reside in Zenica, the Croat leaders of Fojnica who 
reside in and govern from Kiseljak, the SDA municipal president 
of Busovaca who resides in Kacuni, the Bosniac mayor of Zepce who 
resides in Begov Han, the Bosniac mayor of Prozor who resides in 
Jablanica, and the Bosniac leaders of Doboj who now are split 
into two municipalities -- Ooboj East in Tuzla canton, and a 
government in exile west of Doboj, in Tesanj. 

PRE-WAR SITUATION 

Prior to the war, municipalities were organized pursuant to laws 
enacted at the "federal" SRFYU level and to certain laws enacted 
at the RBH level. Each municipality had an assembly that varied 
in size (based on population) administered by an elected full
time President paid from municipal revenues. Other members of 
the Board typically included the heads of the Civil Defense, the 
Chief of Police, and Representatives of the political parties. 
In addition to the Executive Board, each municipality had seven 
to ten departments: finance; commerce and business; military and 
veteran's affairs; courts; social welfare. (education, health, 
recreation/culture); land registration; public works; and 
administration and social assistance. Municipalities either 
provided or were responsible for organizing street cleaning, 
garbage collection, water, sewer, electricity, post, telephone, 
gas, education and health care. (see Municipal Finance section) 

CURRENT MUNICIPAL ORGANIZATION 

Despite the reality of dual administrations, Croat and Bosniac 
municipalities are similarly organized. As before the war, 
authority is in the Executive Board and the President. Bosniac 
and Croat municipalities differ siqnif icantly in the level of 
service provided. The most consistent difference is that Bosniac 



government employees are not paid whereas Croats are. Where 
Bosniac employees are paid, it is minimal, (DMlO/month) . Croat 
employees typically receive salaries of up to DM150. Differences 
in pay and service~ stern from the relative impoverishment of the 
Bosniacs versus the CRHB-subsidies on the Croat side. 

NEGLIGIBLE COMMUNICATION BETWEEN MUNICIPAL EMPLOYEES 

Communications between Bosniac and Croat administrations vary. 
Although communication has existed for some time between 
technicians about water, garbage and electricity and between 
police on matters related to security, it is just beginning on 
other matters. In Novi Travnik, a Croat administrator who had 
worked in the Bratsva Factory before the war had not been to the 
"Bosniac side" where the factory is located for over a year, 
although it is only a few blocks from his current office. The 
meeting with the team was jointly held in the Bratsva factory. 
During the meeting, the Croat asked if he could retrieve work 
records left in his office. In turn, the Bosniac said he had a 
key to a file cabinet with important records for pensioners. The 
meeting included frank discussions about how to exchange work, 
marriage, education, birth and property records. Similarly in 
Vitez, Bosniac and Croat local government employees had not 
communicated in over a year. A Bosniac said, "That was my off ice 
for 17 years." Employees on both sides believed it possible to 
merge again, once "politicians sort things out." 

REUNIFICATION OF MUNICIPAL ADMINISTRATIONS 

Municipal employees seemed unconcerned with the difficulties of 
reuniting government, the duplication of services, the surplus 
personnel, or the costs associated with delivering duplicate 
services. As dual power becomes entrenched, the disparities will 
generate increased political and economic tension which obstructs 
commerce. The longer dual municipalities operate, the greater 
the probability that divided administration and service delivery 
will become institutionalized. This will make it all the more 
difficult to effectively integrate them in the future. 

Municipal employees had not given much thought to municipal
cantonal relationships or the possible effects of cantonal 
oversight. The focus seems to be on returning to life as it was 
before the war. Municipal employees do not r.hink they will be 
consulted about the future functions of the~z municipality, "No 
one will ask us technocrats what we think, the decisions are made 
at the political level. No one cares what problems we see." 

MANIFESTATION OF DUAL POWER IN MUNICIPAL FINANCE 

Municipal governments are financed by the two separat<=> "states;" 
Croat areas by the CRHB and Bosniac areas by the RBH. As 
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discussed earlier, Croat areas are generally more economically 
advanced than Bosniac areas. Wage, business and sales taxes are 
collected by the Croats, but hardly at pre-war levels. In 
Fojnica, there are 42 salaried municipal employees and 7 
registered businesses. Fewer taxes are collected by Bosniacs 
because fewer businesses operate and less people are salaried. 
Some taxes (property, property improvement and leases/rentals) 
are not collected by either side. Many municipalities supplement 
their budgets by leasing land and/or buildings to UNPROFOR. 

In recent months, the CRHB has imposed customs duties, tariffs 
and other levies at border points and at Croat pocket areas. The 
RBH, in turn, now increasingly imposes countervailing measures 
[most evidence came from interviews with officials and NGOs, and 
from observing newly established customs checkpoints). This 
phenomenon, linked to dual systems of fiscal administration, has 
emerged with increasing force as commercial trade has expanded 
rapidly after February 1994. The result is increased tension, 
both nationally and locally, along with ever higher levels of 
confusion. For donors and NGOs wishing to expand programs, the 
uncertain, conflicted environment that dual administrations have 
wrought is a serious deterrent. [see Economic section) 

PRE-WAR SITUATION 

Before the war, municipal governments collected taxes for federal 
(SRFYU), republic and local governments. Funds were remitted to 
a federal collector's office (Sluzba Drustvenog Knjigovodstva) or 
"SOK." An account was set up for each municipality and each 
"state owned" business. All payments and receipts werG made 
through the SOK (the municipality had no control over investment 
of its funds). It appears that interest earned from deposits in 
SOK accounts did not accrue to the benefit of the municipality. 
Municipalities were obliged to establish an annual 10% emergency 
reserve fund and a 1% constant reserve fund. Amounts from the 
emergency reserve fund or any other standard municipal fund were 
not carried over to the next fiscal year and did not accumulate. 
Each municipality also had a local bank account. 

CURRENT FINANCING OF MUNICIPALITIES 

RBH tax laws are carried over from the SRFYU: wages (employers 
pay up to 150% of salary to social welfare funds for education, 
health, pensions); sales (amount varies, but of the total 
collected, 25% reverts to the municipality); fines and penalties 
(e.g., traffic violations); property; profits; manufactured 
goods; improvements to real property; luxury items; gift and 
estate; and income received from leases and rentals. The bulk of 
a municipality's income was from wage, sales and profit taxes. 

The tax laws governing HDZ-territory are also carried over from 
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SRFYU, however, there have been some recently enacted CRHB tax 
laws. These laws provide for CRHB "financial police." There are 
five basic kinds of taxes being collected by the CRHB: wages 
(25% of the amount collected to the CRHB, 50% to the municipality 
and the remainder for national programs such as health, child 
care, pensions, education) ; sales; a "sin" tax of 100% on i terns 
such as cigarettes, alcohol, coffee, gasoline and other luxury 
items; services; and profits. Local governments are able to 
collect 100% of the remaining taxes, such as property, income 
from rentals and leases and gift and estate taxes. 

MUNICIPAL OBLIGATIONS 

Municipalities were responsible for basic services: garbage 
collection; street cleaning, repair and maintenance; electric; 
water; sewer; culture and recreation activities; pensions and 
salaries of municipal employees (including elected officials who 
worked full time on municipal affairs); ambulance; transportation 
and fire fighting. In all municipalities visited, fire fighters 
were volunteers. Some salaries were paid by the RBH from state
owned enterprises (water, electric, PTT) and others were paid by 
the RBH from funds collected for national contributions 
(educators, health care workers, judges and police). Local 
governments financed all remaining employee salaries. 

MUNICIPAL EMPLOYEES 

The number of employees seems to vary depending upon the size of 
the municipality. For example, before the war Travnik 
(pop.70,402; 1990 census), employed 150. Novi Travnik (pop. 
30,000; 1990 census) employed 100. Currently Novi Travnik has 60 
municipal employees working for each of the two separate local 
governments, increasing the total number by 20%. The cost of 
duplicating government administration during a period in which 
neither "side" can afford to increase costs did not concern the 
officials interviewed. There did not seem to be an alternative 
until the overall political situation changes. 

MUNICIPAL INDEBTEDNESS 

Traditionally, municipalities have not incurred debt for capital 
projects although it was possible. Citizens were consulted 
before debt was incurred, but it is not clear that a secret 
ballot "vote" was used on the issue of indebtedness. Capital 
projects such as building schools, water treatment plants, or 
telephone lines were constructed in phases, based on annual 
budgets. The local representative to the republic was able, at 
times, to effectively ~.obby for additional money from the 
republic for a specific project. Municipalities also solicited 
local factories and businesses to assist in financing capital 
projects, resulting an opaque government/business relationship. 
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For example, the primary heating system for Novi Travnik (part of 
and located in the Bratsvo Arms Factory now under the control of 
the Bosniacs) was built with joint municipal/business funding but 
is maintained and operated by the factory. Municipalities were 
able to make ''loans" to businesses from the emergency fund which 
would be repaid with interest. Citizens were able to impose an 
additional tax on themselves for a particular project,but 
residents were not permitted to build roads or sidewalks 
themselves. Municipalities have control over some, but not all 
natural resources in their territory. For example, in Vitez, the 
municipality has full use of the forest within its boundaries and 
can sell timber, however, it cannot sell water from the river. 

EFFECT OF DISPLACED PERSONS ON MUNICIPAL FINANCE 

DPs represent the largest financial burden on municipalities. 
For DPs residing in private housing, water, electricity and heat 
are free. For DPs in collective centers, all costs associated 
with maintaining the buildings are absorbed by the municipality. 
In addition, DPs use health, education and other resources 
provided by the municipality without fee. DPs rely on 
humanitarian aid for necessities (supplemented by money sent from 
abroad in rare instances). Few DPs work or find positions with 
UNPROFOR. Virtually all municipal leaders believe that 
humanitarian aid will be necessary for some time. 

MANIFESTATION OF DOAL POWER IN THE JUDICIARY 

The judiciary in Central Bosnia stopped functioning for about a 
year during the Croat/Bosniac war, and restarted as two separate 
systems after the Washington Agreements. Separate supreme courts 
are located in Mostar and Sarajevo, respectively. At the 
municipal level, population displacement altered the jurisdiction 
of many courts. For example, before the war there was no court 
in Nova Bila, as the civil and criminal court of first instance 
was in Travnik. Now, as Croats from Travnik resettled in Nova 
Bila, a court has been established there. Croat courts 
previously within the jurisdiction of Travnik are ~ow in Novi 
Travnik. The Croat appellate court is in Vitez. Similarly, 
there is now a court with Bosniac judges who previously worked in 
Kiseljak located in Fojnica. Croat judges are paid DM350/month; 
Bosniac judges are paid a minimal amount (DM3/month) if at all. 

ESSENTIALLY IDENTICAL LAWS APPLY 

Virtually all CRHB and RBH laws remain similar to SRFYU laws, 
except for changes in tax laws and some changes in misdemeanors. 
The CRHB has enacted two new laws: public order and freedom of 
movement and security. Two new laws have also been enacted by 
the RBH: forbidding sale of humanitarian aid and prohibiting 
destruction of religious objects. 
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CONFUSION OVER SUBJECT MATTER AND TERRITORIAL JURISDICTION 

Although laws are similar, there are disagreements between the 
two judiciaries. In certain communities (Kiseljak, Gornji Vakuf) 
new judges were appointed because the former judges from the 
"other" ethnic group left. Bosniac judges do not recognize the 
CRHB system or judgments by judges who were not appointed by the 
RBH. They contend that Croat judges appointed before the war 
should return to the court to which they were assigned. 

Croats claim they were forced to establish a separate judicial 
system to maintain legal order during the war with the Bosniacs. 
This need to "normalize society" is given as the reason the 
judiciary and other parallel institutions such as police, local 
administration, and tax collection were established. Whether 
Croats believe that an "ethnically pure" municipality will result 
in control over municipal courts is uncertain. It was never an 
articulated goal in meetings with the judiciary. Politicians who 
believe it is possible to gain full control over the courts have 
not accounted for judicial oversight by higher Federation courts. 

Despite the refusal to recognize subject matter and territorial 
jurisdiction of the "other" courts, each side claims authority to 
adjudicate claims brought against a person of different 
ethnicity. A Croat judge states that she has authority to 
adjudicate a case involving a Bosniac, provided jurisdiction is 
present and vice-versa. Yet no judge has rendered an opinion 
involving a member of the "other" ethnic group (aside from those 
few persons from a different ethnic group who remained throughout 
the war) since the Washington Agreement. Most judges stated they 
would not adjudicate a matter involving a person from a different 
ethnic group but would ref er the case to a judge from the same 
ethnic group. Similarly, Bosniac and Croat judges say they would 
not enforce a judgement against someone of their ethnicity 
rendered by a judge from the "other" side. Based on team 
interviews, there have been no claims for restitution for 
property damage or theft as a result of DPs living in one's home. 
When queried about the potential for these cases, most judges 
believe there would be little recovery, or alternatively, that 
the government might establish a fund to cover losses. 

REINTEGRATION OF THE JUDICIARY 

Judges think political ~nif ication must take place before the 
judiciary can reunify. The overriding sense among the judiciary 
is one of powerlessness to act, to interpret the laws or to 
coordinate without approval of politicians. Most judges 
interviewed had a long professional history with counterparts on 
the other side and displayed professional.respect for them. Many 
Bosniac and Croat judges had worked together for many years. 
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There has been little communication among Bosniac and Croat 
judges to transfer cases or to consult with former colleagues. 
In one municipality, a judge from the now ethnic minority 
remained in the city throughout the war. She still has her 
position, but doesn't believe she will retain it once peace is 
achieved and she ceases to be a symbol of ethnic tolerance. She 
does not have the necessary materials and supplies to conduct her 
work. She was extremely isolated and said, "Even though I have 
lived here all my life, I have not spoken to (people from the 
other side] who work in this building since the war. For 
example, I only spoke to the police chief recently to ask him to 
allow my ill sister to remain here after her return from (the 
town where she resettled], as I was afraid they would not allow 
her to stay. I believe that my presence makes [the municipality] 
look as if it is functioning better than it is. Ordinary people 
cannot live here now. 11 This judge believes that people want the 
war to end and want a better life together again, but she is not 
optimistic. She does believe that the Federation is the only· 
possible means for people to begin living normally once more. 

A Bosniac judge stayed where he lived and worked for as long as 
he felt safe. He was "captive" for a month in his home and was 
arrested and released by police he knew. He secured a safe 
escort to a new town where he lives in a Croat home. Ironically, 
a Croat neighbor is safekeeping his television and other items. 
He wants to return home, but does not believe he will soon. 

THE OSCE-ASSISTED OMBUDSMEN OFFICE 

The Washington Agreements call for a Federation Ombudsman, 
assisted by the Organization for Security and Cooperation in 
Europe (OSCE), to review cases of alleged ethnic discrimination. 
Its three officers are intended to intervene in virtually any 
case that is considered appropriate, but cannot impose their will 
by overturning decisions. Rather, they can advise and cajole, 
employing the Off ice's moral authority, when authorities appear 
to be acting against an individual out of ethnic bias. When 
essential, the Ombudsmen can also make use of the national media. 

To date, the Office has gotten off to a late and somewhat weak 
start. Over time, if aided by the international community, it 
may evolve into an important Federation institution capable of 
deterring or minimizing ethnic injustice, while encouraging a 
climate of tolerance and greater individual freedom. 

In January, the three Bosnian Ombudsmen were appointed and the 
Sarajevo Off ice began to function. By late February, about 200 
cases had been presented to the Off ice, of which 42 were judged 
appropriate for consideration. Cases centered on housing, travel 
permits, and military service. In three instances, the Office 
succeeded in winning exemptions from military service. 
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In March, the Office moved to establish a sub-office in Zenica to 
serve divided municipalities. Once fully operational, the Office 
should be able to cross ethnic lines regularly and address cases 
of alleged discrimination that are currently difficult for the 
parallel administrations to process effectively. Moreover, the 
Office intends, as a major initial objective, to press for the 
relaxation of local FOM agreements. 

At some point later in 1995, the Office also intends to establish 
a second sub-office in Herzegovina, as.well as a mobile unit that 
could serve Tuzla and other northern Bosnian municipalities. 

In each of these initiatives, the Office foresees operating in 
close collaboration with the EU Military Monitors. It also 
remains open to cooperation with other judicial-oriented 
initiatives in divided municipalities. 

OPTIONS: 

It is unlikely that municipalities will integrate without 
approval from their respective political parties. Yet the longer 
they function separately and develop their own institutions, the 
more difficult reintegration becomes. Because municipalities do 
not communicate, they become a point of "blockage" for residents 
of all communities: in mu.ndane services such as sharing 
records, and more serious matters such as providing credible 
recourse for minorities, FOM, and acting in concert to settle 
property and other disputes). Waiting until the Federation is 
fully operational is an excuse for inaction. 

As divisions harden, it is essential to support existing cross
line communication and promote exchanges where none exist. 
Drawing upon judicial and municipal professionals for activities 
that implicitly bind their interests is one way of preventing a 
further deterioration of communication and cooperation. 

SPECIFIC PROGRAM OPTIONS: 

* RECORD SHARING: Begin initiatives to share marriage and 
work records and educational certificates. This could be 
part of an effort to computerize records. A potential 
problem is the control of hardware and databases. Ideally, 
the program would be shared, accessible by authorized 
personnel in each government administration, and would 
promote communication and build a common database. 

* TECHNICAL CENTERS: Finance several technical centers for 
use by local governments, to teach basic courses such as 
accounting and computer skills, but could also be used to 
produce newsletters, etc. Make this center available to 
local NGOs and have it staffed by international NGOs. 
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* LOCAL GOVERNMENT ADMINISTRATION CERTIFICATE PROGRAMS: As 
part of donor funding, require municipalities to have staff 
complete a core set of courses such as bookkeeping, personnel 
administration, program administration, environmental issues, 
human rights laws for judges, ethics, tax and customs duties, 
contracting for services, and privatization of services. ~ 

* TRAIN TRAINERS: Build professionalism in administrators by 
teaching them to become trainers. Make sure that ethnic 
composition is mixed, and require team teaching. 

* SUPPORT FOR THE OMBUDSMEN OFFICE: OSCE support is 
stretched quite thin. Additional aid in the form of 
vehicles, satellite telephones, and computers could add 
considerably to operational capacity. Any donor-assisted 
programs focused on judiciaries in divided municipalities 
might consider collaborative undertakings with the Office. 
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SECURITY 

Fear and mistrust between Bosniacs and Croats, compounded by 
conflicting political agendas, is reflected in separate municipal 
police forces. There is no political will to unify police 
without all elements of the Federation first being in pl~ce. Yet 
the Constitution does provide authority for separate police 
forces at the municipal level (assuming consent by the canton) 
which, if exercised, would require that Bosniac and Croat police 
work together. In short, the Constitution allows for ma-ny 
separate municipal police forces but not dual political systems. 

The Constitution grants police power to the Federal gov~~nment 
and the Cantons. Concern about the composition of police at the 
municipal level has been anticipated in the Constitution. 
Chapter V, Article 10, requires that "the composition of the 
police force shall reflect that of the population of the canton, 
provided that the composition of the police of each municipality 
shall reflect the composition of the latter." Thus Croat 
communities in Bosniac cantons (and vice versa) will have 
Cantonal powers devolved to the municipal level. Moreover, the 
Constitution envisions that a municipality may exercise complete 
at<thority over its police, should the Canton so permit. There 
has been agreement that these powers shall devolve to the 
municipal level in the mixed Cantons, and thus there is some 
question whether Cantonal police will exist. 

PRE-WAR STATUS OF POLICE 

Before the war, municipal police were: multi-ethnic, responsible 
to the Interior Ministry, and completely separate from the 
military. Salaries were paid from the budget of the Republic. 
Policemen were required to complete a minimum of eight years of 
school and three additional years of police academy in Sarajevo, 
Zagreb or Belgrade. Commanding officers frequently completed 
higher education (the equivalent of two years of education after 
high school) or a faculty. Police reported to the republic 
government, but had to be responsive to the municipalities in 
which they worked and were required to take direction from local 
elected officials unless in conflict with federal or republic 
law. Police misconduct was addressed within the department, but 
local politicians could be involved. Final decisions on police 
misconduct were made by the Interior Ministry. Police from 
neighboring municipalities communicated frequently. 

DISINTEGRATION OF EFFECTIVE LAW ENFORCEMENT 

The war resulted in the disintegration of effective policing. 
Material resources and records were destroyed, communications 
severed and staffing disrupted. Most Serb policemen left. Croat 
and Bosniac personnel joined their respective armies. Large 
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numbers of men on all sides hav~ been killed or have left their 
communities. New recruits were trained and incorporated into a 
police with fewer resources. One consequence is a dramatic 
increase in crime and the emergent ability of organized gangs to 
challenge disorganized police in such places as Prozor and 
Kiseljak. Effective policing across ethnic lines has ceased. 

DUAL SYSTEMS OF PO~ER CREATE SEPARATE POLICE FORCES 

The separate police forces for HVO and ARBiH territories report 
to their respective Ministries of Interior in Mostar and 
Sarajevo. Croat recruits are trained for a short period (ranging 
from two l·Jeeks to three months) in Mostar, Zagreb or Makarska. 
For Bosniac recruits, training for a similar period is held 
either in Tuzla or Sarajevo. The current level of education of 
police varies. At a minimum, Chiefs and Deputy Chiefs complete 
the three year police academy. Often, the leadership of the 
police will have completed higher education or a faculty. All 
other police will have completed a minimum eight years of school. 
In Kresevo, Vares, Busova~a, Novi Travnik and Fojnica, new 
recruits have higher education or faculty degrees. Better 
educated police may enhance communication between police forces, 
and facilitate efforts to establish unified police forces. 

PROBLEMS ASSOCIATED WITH DUAL POWER 

The term dual power implies an equality that does not exist in 
general, nor with respect to police resources. uenerally, Croat 
police are paid and Bosniac police are unpaid. To the extent 
there is payment of Bosniac police, it may be cigarettes or food, 
or a minimal amount (DMlO/month). In Kresevo, for example, 
police get paid from Mostar in Croatian Kunas. The ability of 
the RBH to pay salaries to a unified police force is an issue. 
Lack of other resources has also compromised effective policing. 
For example, the police station in Prozor has no telephone 
contact with the nearby police station in Jablanica. Crime 
control and prevention are limited by the absence of policing 
structures that extend beyond municipal boundaries. 

By incorporating police in the dual system, law enforcement has 
become closely identified with political agendas, such that the 
police/military boundary has blurred. The relationship is 
unclear, although various international sources claim that on 
both sides police are subordinate to military structures. Not 
surprisingly, virtually every police chief said there was no 
integration of the police and the military. In Tesanj, however, 
the police chief implied that the police were integrated into the 
command structures of the military during wartime. In Gornji 
Vakuf, the police chief wore military garb and stated that he was 
a captain in the army. When questioned more closel~ about 
police/military separation, he claimed he was an active policeman 
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and an inactive army captain. The deputy police chief in Kresevo 
said serving in the police exempted one from active military duty 
and that most men have been in the military recently. 

DUAL POWER SYSTEMS NOT FULLY CEMENTED 

The police interviewed confirmed that although ethnic separation 
of police has been set in place, it has not hardened completely. 
In the main, police have not ~dopted the political stance of the 
local elected officials. For example, in Kresevo, the HDZ 
political leader stated that he did not think the police could 
work together at this time. The deputy police chief, who was a 
former school teacher for fourteen years, knows most of the young 
policemen who are police on the Bosniac side because he was their 
teacher. Informal contacts between the two forces already exist 
and the deputy police chief believes the two sides can work 
together effectively, once politicians agree. The Bosniac and 
Croat police chiefs of Busovaca, Kacuni, Bilalovac and Kiseljak 
meet twice a month. When active fighting between Croats and 
Bosniacs first stopped, these men met weekly to get control of 
security in their municipalities. Informal daily contact between 
police forces exists in Travnik and Fojnica. In fact, the two 
police chiefs in Travnik said their forces can provide security 
for a minimal number of DPs to come home. Interestingly, in Novi 
Travnik, the Croat Deputy Police Chief said that contact with his 
Bosniac counterpart had decreased over time. Just after the 
fighting stopped, his Bosniac counterpart was a schoolmate, 
however, there have been three subsequent police chiefs. 

In some areas, there is open hostility between police forces 
(Zepce, Tesanj, Gornji Vakuf). Elsewhere, there appears to be an 
understanding about processing criminals from opposing ethnic 
groups. Police in Uskoplje and Busovaca said they would turn 
over a Bosniac criminal caught in their jurisdiction to the 
Bosniac police. The Uskoplje police indicated that this would 
not occur for an extreme case. Similarly, police said that 
criminals from the opposing ethnic group are jailed in separate 
jails, however, few police had actually caught criminals from the 
other ethnic group. This was confirmed by interviews with judges 
who also said that separate jails exist for Bosniacs and Croats, 
and that there were few criminal cases involving the other ethnic 
group. It may be, as the police chief from Uskoplje said, "The 
Croats break the law for the Muslims in our jurisdiction and the 
Muslims break the law for the Croats in their jurisdiction." 

Several police chiefs had concerns about changes in their 
communities as a result of war. Pre-war crimes were mostly petty 
theft, drunkenness, auto accidents and fighting. Now different 
types of crimes were seen: extortion, looting and profiteering. 
The availability of guns is of concern to some police chiefs 
(Novi Travnik, Busovaca) as is the anticipated problem of 
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terrorism and juvenile delinquency (Travnik, Vares) . Joint 
training on specific issues was endorsed by police chiefs on both 
sides (Travnik, Fojnica, Kresevo, Maglaj, and Busovaca). 

In addition to formal and informal working contacts among law 
enforcement personnel, the failure of police to be completely 
absorbed by the politics of the dual power system may be 
attributed to several other factors. Police jointly man the 
checkpoints for entry into Bosniac and Croat portions of 
municipalities. Thus, for communities with FOM (Fojnica, 
Travnik, Vitez, Busovaca) there a nascent joint police force 
focused on a single issue involving daily contact among a group 
of police. This nonpolitical police force (in the sense of their 
not being used to actively promote separatist policies of the HDZ 
and SDA) provides a counter-balance to police whose duties 
require them to sustain the dual power system. Other examples of 
joint police efforts exist in Fojnica, where coordination between 
Croat and the Bosniac police forces resulted in permission being 
granted to over 2,000 Croats to visit graveyards during the 
period around All Souls Day. The chief in Fojnica said, 
"Integration would provide the best service. Policemen simply do 
their job and should respect the law. We don't want to be 
involved in politics. We are professionals and we simply take 
instructions. We have to restore confidence in people that they 
have legal protection, freedom of movement and security." 

PROFESSIONAL POLICE FORCE CRITICAL TO UNDERMINING DUAL POWER 

Many policemen retain their professionalism and detach themselves 
from policies. Several chiefs said politics made effective 
policing impossible. Most affirmed that professionalism was 
essential for developing a credible sense of security. The 
aspiration to professionalism exists simultaneously with the fact 
that political affiliation is generally known. When asked about 
being required to be a member of a specific party to get hired, a 
Croat policeman in Fojnica laughed, saying, "It is useless to 
think that people don't know what political party you belong to, 
our community is so small that everyone knows everything about 
you." The Deputy Chief in Kresevo said he had been a member of 
the communist party as a teacher, but since the war had decided 
not to join a party. When asked his party affiliation, he relied 
upon the Constitutional option not to affiliate with a party. 
This Deputy Chief was one of two men with higher education on his 
force of 58 and he plans to return to teaching after the war. In 
view of the momentum toward cementing the dual systems and the 
use of the police in maintaining those dual systems, it is 
critical to develop programs that appeal to professionalism and 
promote increased police communication. Police-community trust 
is contingent upon community confidence in professional law 
enforcement, whether in the protection of DPs, the capture and 
conviction of criminals, or the return of stolen goods. 
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NEED FOR SIMUL'l'ANEOUS JUDICIAL REFORM 

Professional police, detached from political manipulation, is one 
component of credible security. An independent, effective 
judiciary is the other. As discussed elsewhere, the judiciary is 
also under dual systems. Because separate judges and courts have 
been established, it cannot be assumed that where police are 
professional in all respects, the judiciary would be unbiased. 
Where courts refuse to recognize each other's jurisdiction and 
enforce each other's judgements, any gains made by police reform 
can be lost by political judges. Therefore, efforts to redress 
the problems stemming from dual power in pol ice forces must 
simultaneously be directed toward the courts and judges. 

OPTIONS 

Two options were suggested by most officials: an entirely new 
pol ice authority under Federal authority, or integration of 
existing forces, at least at the municipal level. A subsequent 
question is whether to replace existing police: or incorporate 
them in the new force. If not incorporated en masse, but hand
picked within a new structure, the danger of creating a backlash 
and stimulating institutional resistance between different levels 
becomes a possibility. Developing a cmnprehensi ve new federal 
police agency is unlikely because it will fall prey to the same 
political strategies that have undermined the creation of the 
Federation. The Croats will most likely not accept a federal 
police agency that will assume responsibility for municipal 
police matters, and Bosniacs will not accept any "joint" approach 
which implies recognition of the CRHB. The constitution does not 
provide for such powers, and would have to be amended for a new 
force to be created. A preliminary step was suggested which 
would create a federal highway police and/or fire-fighting unit. 

External police are also highly problematic. The 129 EU police 
in Mostar have been openly thwarted by the HDZ. Plans for a 
joint police headquarters, phased integration of police forces 
and EUAM oversight and administrative control have been stymied. 
Where the policing function is not legitimized by political 
authol'."ity any effort at external interventic-'!1 will fail. 

Establishing integrated municipal police is impossible at this 
time. Yet the need to prevent the cementing of dual systems is 
urgent. It cannot await the formation of Federation mechanics 
and the subsequent development of law enforcement policies. War 
and intense violent conflict tends to deregulate social control. 
Al though political agreements may pave the way for the 
reconsol idation of policing, this will not necessarily overcome 
their inE;ti tutional separateness. For this reason one must be 
concerned with reestablishing legitimate police authority, rather 
than merely rationalizing the deli very of services. Discrete 
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joint policing efforts and professional training are ways to 
prevent legitimate policing authority from further deterioration. 

The joint FOM checkpoints may provide a model for developing 
interim municipal security. One donor option is active support 
of police initiatives tied expressly to return of DPs in select 
communities, gun control programs, or programs to combat 
terrorism and gangs. By distinguishing joint from integrated 
policing, the separate authority of each political group is not 
threatened while professional contact among law enforcement 
personnel is actively promoted. The RBH sensitivity about 
"joint" implying recognition of CRHB (which is politically taboo) 
may be skirted by considering two police forces representing two 
municipalities. Any joint efforts will require approval at the 
political level, as the policing function will need to be 
legitimized and sanctioned. Responsibility for developing the 
operational details of any joint effort should be left to the 
municipal police themselves. Requiring local police to work 
together to develop the plans accomplishes several things; it 
ensures that the people with knowledge of the situation are 
involved in the planning, which increaseo the likelihood of 
success; it reinforces the professional stature of the police; it 
separates the policing function from the associated political 
issues; and it fosters contact among police units. 

Similarly, donor efforts to enhance professionalism among police 
with joint training programs might begin to erode political 
barriers and foster cross-ethnic contact. Professionalism, 
especially if tied to International expertise, can become an 
important motivating factor in keeping educated men on the police 
force. By selecting police managers from both sides to go out of 
the .country for training programs, it is possible to build 
contact and teams, undermine hostile stereotypes, and create a 
committed leadership netuork. Of course, these efforts cannot be 
detached from the vital need to integrate all the institutions of 
the criminal justice system, including judicial structures. 

SPECIFIC PROGRAM OPTIONS: 

* SUPPORT FEDERATION UNIFICATION EFFORTS: Support efforts 
for joint/unified highway police and firefighters; 

* LOCAL COMMISSIONS ON RESETTLEMENT: Establish local 
commissions on resettlement of DPs. Ensure that local police 
are responsible for developing the parameters of the security 
program (i.e. give them visibility and responsibility). 
Include other nonpolitical community leaders such as 
religious leaders, educators, ombudsmen; 

* DEVELOP COURSES IN ETHICS FOR JUDGES AND PO~ICE: Strengthen 
professionalism and independence from politicians; 
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* COMMISSIONS ON PROPERTY DAMAGE: In conjunction with the 
judiciary, the Departments of Social Work and the Land 
Registrars in each municipality and donor surveys, inventory 
damage to real and personal property; 

* TRAINING SESSIONS ON THE CONSTITUTION AND HUMAN RIGHTS: 
Judges from both sides could be trained as t~ainers. Involve 
high profile groups such as ICRC, the Ombudsman and 
arbitrators to give credibility. Develop a core of educated 
and committed judges who will train their peers and police; 

* TRAINING SESSIONS ON ARBITRATION: Train judges in 
arbitration methods, which should be used in resolving many 
matters pertaining to economics. Create a joint arbitration 
commission that involves the most prestigious judges and 
lawyers from both sides to resolve commercial matters; 

* TRAINING SESSIONS ON GUN CONTROL AND TERRORISM: Addressing 
gun control, terrorism and gangs to curb violence in local 
communities is a subject of joint interest. There should 
also be a media campaign developed in conjunction; 

* EDUCATIONAL PROGRAMS IN SCHOOLS: Get policemen (jointly) 
into the schools to talk about what they do and how they do 
it. They should address issues that will be of influence to 
teenagers. With very young children, the goal should be to 
have them be comfortable with police. Having police do this 
jointly fosters professionalism and an apolitical stance. 
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RELIGION AND RECONCILIATION 

over the past four years, hardening ethnic identities, as the 
guiding force of Bosnia's politics, have become overtly tied to 
religious identity. In short, Bosniac has come to mean Muslim, 
Serb to mean Orthodox, and Croat to mean Catholic. Association 
of one with the other was made manifest throughout the war in 
destruction of churches and mosques and the assassination and 
harassment of religious leaders. The effect of the war has been 
polarization along ethnic lines and this has l~d to the division 
of families and friends. Defining themselves as one group or 
another has made people more aware of their religious identity. 
Moreover, the personal loss of family, friends, homes, and 
dignity has resulted in many people turning to religion as a 
source of comfort and direction. Within this conte~t, the role 
of religious leaders has become quite important. 

MAJOR FINDINGS 

The team interviewed 7 imams and 11 priests, amixture of those 
who had stayed in their communities throughout the conflicts and 
those who had been forcibly expelled. All were concerned with 
physical and psychological traumas. They also cited physical 
restrictions on movement within and between municipalities which 
prevent them reaching their religious communities and their 
communities from reaching religious sites. 

Without exception, religious leaders stress that before the war, 
people of different ethnicities had lived together in peace. 
Mixed marriages were widespread resulting in integration at the 
most basic familial level. Tolerance was also considered to be 
part of the national temperament. The last four years of war, 
most religious leaders have noted a shift to extensive mistrust 
and anger. In such a situation, reconciliation is desired but 
not considered likely in the near future. One priest in Prozor 
saw his major task over the next few years as ministering to his 
spiritually-broken Catholic community. He felt that before 
catholics could be reconciled with Bosniacs and Serbs, they would 
have to be reconciled to what had happened to them and, in some 
cases, what they had done to others. In a proactive initiative, 
however, he hopes to establish retreats for the Catholic 
community to initiate the healing process. 

In Fojnica, the local imam considered reintegration important but 
added that only time could heal the hurt one person felt towards 
another. Quoting Khalil Gilbran, he envisioned Catholic and 
Muslim communities as being separate but equal: "We must stand 
together, but not too close, because the pillars of the temple 
need to be apart in order to hold the roof up .... We must grow as 
different species of trees, not in each other's shadow, but 
allowing each other to have the full effects of the sun". 
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Several religious leaders pointed to the economic sphere ~s a 
place that donors could help reintegration. A priest in Zepce 
said that if people cannot work they will ·think and the more they 
think about their situation the more they will point fingers at 
those whom they believe are responsible for their lot. An imam 
in Zavidovici proudly announced he had hired a Croat to put up 
lights on the mosque to mark the beginning of Ramazan: "I needed 
a technician, not a Muslim, to put them up". 

A primary concern of religious leaders is restricted freedom to 
travel to their congregations or religious sites. Priests and 
imams denied passage across HVO/ARBiH contact lines because they 
are considered men of military age, believe they are victims of 
religious persecution. For example, a priest in Gornji Vakuf 
says he has not been allowed to visit his church in a neighboring 
village in ARBiH territory. He says this is because the church 
has been pilfered, destroyed, and turned into a public urinal. 
Consequently, the priest refuses contact with the imam until the 
church is rebuilt. Team members visited the church which is 
empty and has a few broken windows, but is otherwise undamaged. 
When asked to comment on the church's condition, the imam denied 
that anyone would desecrate the church, though he knew the 
windows had been broken. He added that Bosniacs had destroyed 
far fewer churches than Croats had mosques and, indeed, stressed 
how the ARBiH was protecting priests in Travnik and Fojnica. It 
would seem that allowing the priest to see the condition of the 
church could allay mu~h of the anxiety and misinformation. 
Moreover, establishing days for ready access to religious sites 
would help restore general confidence and goodwill. 

ASSESSMENT 

With the political struggle so inextricably tied to ethnicity and 
religious identity, religious leaders are often a primary target 
for NGOs interested in restoring health to civil society and 
promoting reconciliation. Religious leaders are worthy targets: 
they have a relationship with their religious communities which 
politicians do not and they often identify tangible projects to 
encourage social healing and reconstruction. 

Many religious leaders have personally experienced trauma. In 
some cases, this resulted in biased if not bigoted views of the 
religious and cultural divide. Mistrust of the political 
intentions of the other side is common. One priest expressed 
concern that Bosniacs: were establishing a fundamentalist 
Islamic state; had engaged the services of "thousands" of foreign 
Mujaheddin to fight Croats [there were only a few hundred); and 
were making Croat children in Bosniac schools use Arabic 
greetings. An imam described Croats as "a whore who plays at 
both tables", that is, the Bosniacs could never be sure if the 
Croats were for the Federation or for integration into Croatia. 
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A reconciliation project centering on the religious sphere would 
call for a united effort on the part of religious leaders within 
a given municipality. Historically this sort of collaboration 
has not existed. While social interaction between religious 
leaders was frequently extensive, there was little in the way of 
ecumenical integration, partly because of the low profile 
religion had in the communist era and partly because religious 
leaders were aware of the theological differences between them. 
When asked whether there was any potential for ecumenical 
integration in independent Bosnia, one priest exclaimed, "You 
can't expect us to pray together, can you?". Nevertheless, there 
is no doubt that where religious leaders have maintained a good 
relationship, the potential for reconciliation increases 
enormously. This is evident in Travnik where, throughout the 
conflict, the mufti arranged for around-the-clock protection of 
the Catholic priest and his church. Today Travnik is one of the 
few places where the C~urch bells can be heard ringing following 
the chant of the muezzin, calling the Muslim faithful to prayer. 

Religious leaders felt that religion could take a role in 
reconciliation, but that they could not make conciliatory moves 
without support from politicians. Some leaders have tried to 
make pragmatic gestures of goodwill. In Prozor, a Franciscan 
priest went to the HDZ authorities and asked that the imam be 
allowed to hold special services for Ramazan in the local mosque 
-- a major concern for the Muslim minority in the town. The 
authorities denied Muslims access to the mosque, arguing that 
they could not ensure their safety [not an unreasonable 
assessment given the gang crime problem in Prozor, and the 
limited police presence -- the police chief was in his first 
week]. The authorities gave the same answer to the priest. When 
pressed to se~ if there might be a way in which the priest might 
be able to cross the divide and join in a show of solidarity with 
the imam, the priest said he could not think of anything but was 
open to suggestions. Being acutely critical of the political 
perspective in terms of reconciliation, one priest stated that, 
"Politicians live for today; religious men live for tomorrow". 

SPECIFIC PROGRAM OPTIONS: 

* CLERICAL PARTICIPATION IN MEDIATION: Though it is 
difficult to effect change through religious leaders 
directly, any local level initiative, joint commission or 
mediation board, could benefit from clerical participation. 

* LOCAL RELIGIOUS NGOS: Caritas, Merhamet, and Dobrotvor are 
supported administratively and financially by their 
respective catholic, Muslim and Orthodox churches and 
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corresponding international NGOs. Each of these NGOs 
operates independently of the other (though they perform 
similar tasks) and they are the primary sources of comfort 
for their respective communities (they distribute 
humanitarian aid, visit the elderly). These local NGOs would 
benefit from training, particularly in counselling and 
conflict resolution. Moreover, seminars and training courses 
would be a rewarding medium for bringing the staff of these 
ethnically-divided agencies together to share experiences and 
problems. Several NGOs experienced in trauma-related work. 
are currently operating 'in the former Yugoslavia: 
International Action Against Hunger (AICF); America's 
Development Foundation (ADF); Catholic Relief Services (CRS); 
The Center for Attitudinal Healing (CAH); Delphi 
International; The Harvard Program in Refugee Trauma; The 
International Rescue Committee (IRC); Save the Children 
Foundation (SCF). 

.1 

11 No reference was made to the place of the Serb Orthodox Church. Like 
the Serb political party, SOS, and irrespective of the fact that small numbers 
of Serbs continue to live within various municipalities, the Orthodox religion 
was no longer considered relevant. 
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EDUCATION 
Dual power is also seen in education, where separate systems 
employ their own methodology and language. since education is 
the primary vehicle for developing the knowledge, consciousness 
and political perspective of future generations, dual systems 
raise serious concerns regarding future reconciliation. 

In general, municipalities had several p,rimary schools and one 
secondary school in the pre-war period. 2 Separate primary and 
secondary schools currently exist on both sides. The heads of 
all the schools visited declared their schools open to pupils and 
teachers of all ethnic groups [a statement repeated by mayors). 
Teachers and pupils go to schools in their neighborhood, i.e. 
they generally do not cross contact lines. The reasons for this 
immobility are: {l) FOM regulations impede and/or complicate 
access by teachers to schools on the other side; (2) both pupils 
and teachers have safety concerns; and (3) the curricula, 
textbooks and the language used are different (see below). 

To some degree some schools are still multi-ethnic, especially on 
the Bosniac side where there are numerous Croat and Serb teachers 
and children. Where no secondary education is offered on one 
side, secondary pupils generally do not attend classes in the 
school on the other side, but i~stead travel to secondary schools 
in neighboring areas of the same ethnicity. For example, most 
secondary pupils from the ARBiH-controlled part of Novi Travnik 
go to school in Travnik and Zenica, not the two secondary schools 
in the HVO-controlled part of Novi Travnik. 

Schools on both sides are generally poor. Many were heavily 
damaged in the war, others are used as collective centers for DPs 
or for municipal offices. Many have no electricity, heat or 
windowpanes. Schools often operate in shifts with 45 pupils of 
different ages per class. In front line areas, schools sometimes 
operate in basements. Schools lack materials, varying from basic 
supplies (notebooks, pens) to computers. Conditions on the Croat 
side are generally much better. There is a scarcity of qualified 
teachers on both sides. Some teachers left the country, some 
were mobilized, and others were killed. The shortage of language 
teachers is especially acute (many became interpreters for NGOs 
or UNPROFOR) . Croat teachers receive about DM200/month, while 
Bosniac teachers receive DMl0-50/month or food parcels. 

12 
Primary schools have an eight-year program (age 6-14), which is the 

same for all pupils. Secondary schools have a four-year program (age 15-18). 
Secondary education focuses on a specific subject (e.g. electro-technics; 
mechanics; economics; medicine; teaching; textile; vocational). Secondary 
schools generally offer education in several subjects. 
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The dual system extends to language, curricula, and texts. 
Schools in ARBiH areas use the Bosnian language; curricula and 
texts are issued by the Federation Ministry of Education in 
Sarajevo. In HVO areas, Croatian curricula, textbooks and 
language are used. These curricula and texts are provided by 
Zagreb, via Mostar. Besides the "language difference", texts 
also differ for "national" subjects (history and geography). The 
war has caused increased sensitivity to ethnic differences among 
populations in search of separate national identity. 

Before the war, Serbo-Croatian was the official language of 
Bosnia, Croatia and Serbia, with some geographic pronunciation 
variations and Cyrillic script used in Serbia. Now there are 
three "separate" languages. Since all derive from Serbo
Croatian, differences are minimal and people have no difficulty 
understanding one another. Yet, Croats are deliberately changing 
the vocabulary of the new Croatian language. [The Serbo-Croatian 
word for airplane is avion; the new Croatian word is zdrak o 
plov, literally, ship that goes through the air; telephone used 
to be telefon, and is now berzoglas -- fast voice). 

The Constitution states that Bosniac and Croatian are the 
official languages of the Federation. Due to the existence of 
two official, albeit similar, languages, the educational system 
of the Federation cannot be as integrated as it was before the 
war. Moreover, the employment of one curriculum might require 
different contents for the "national'' subjects. 

Parallel educational systems are inefficient and redundant. More 
importantly, they harden ethnic stereotypes, build intolerance, 
and consolidate the gap between future generations. 

SPECIFIC PROGRAM OPTIONS: 

* ESTABLISHMENT OF ENGLISH LANGUAGE INSTITUTES: Create mixed 
classes for teachers and children from both sides; 

* JOINT TRAINING PROGRAMS: Encourage informal integration 
through courses in languages, child trauma, etc; 

* TEACHING MATERIALS: Provide scientific, technical and 
audio-visual equipment, computers, and foreign language 
materials for secondary schools in non-sensitive subjects on 
the condition of mixed class usage. 
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THE SPECIAL COORDINATOR FOR SARAJEVO (SC) 

SARAJEVO UNDER SIEGE: 

On 31 December 1994, Sarajevo underwent its 1,000th day under 
Serb siege. Sarajevo· had been a modern European city with all 
the infrastructural, social and cultural systems which that 
implies. During the past three years, the international 
community has been able to do little more than provide minimal 
amounts of basic food, medicine and shelter. 

A year after the creation of the UN's Special Coordinator for 
Sarajevo (SC), the city has tenuous access to clean water, light 
and heat. This section explores: (i) constraints hampering the 
SC operation; (ii) its achievements and shortfalls, and (iii) 
lessons relevant to donor assistance to central Bosnia. 

RESOLUTION 900/94: 

When the heavy-weapons exclusion zone was imposed in February 
1994, plans for the reconstruction of the city were devised. 
Security Council resolution 900 (4 March 1994) created the Off ice 
of the Special Coordinator for Sarajevo (SC) , headed by former US 
Ambassador William Eagleton. Its mandate is to plan for and 
coordinate the restoration of essential services to Sarajevo. 

Resolution 900 called for an action plan and gave special 
emphasis to maintaining Sarajevo as a unified multi-ethnic city. 
Donor funds would not be used to create utilities that already 
existed on the other side of the confrontation lines. Political 
negotiations between the parties, it was hoped, would ensure 
access to public utilities and services for all sides. The SC 
office opened in Sarajevo in April 1994. A first donor 
conference was held in Vienna in May, followed by a pledging 
conference in New York in June 1994. 

THE SARAJEVO EXCLUSION-ZONE: 

The Sarajevo market massacre led to enforcement by the UN and 
NATO of a heavy-arms exclusion zone around the city (February 
1994). Despite renewed Bosnian Serb aggression throughout the 
Spring of 1994, negotiations between the BiH government and the 
Bosnian Serbs led to an agreement to open a so-called Blue Route 
across the airport into Sarajevo, thus linking the city to 
central Bosnia. This access was seen as key to the physical and 
economic rehabilitation of the city, and as a prerequisite for 
the SC's operational viability. 

THE FEDERATION: 

The Federation accords ended Bosniac/Croat fighting and opened 
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roads inland from the coast. This and the Blue Route agreement 
meant commercial traffic could reach Sarajevo without crossing 
confrontation lines for the first time in almost three years. 

RECENT DEVELOPMENTS: 

At the end of July 1994, in reaction to Serb pressure, UNPROFOR 
closed the blue routes. Fresh fighting between Federation forces 
and the BSA broke out in the fall in Western Herzegovina and 
Bihac. The UNHCR airlift, Sarajevo's only lifeline with the 
closure of the roads, was shut down for four weeks at the end of 
the year. The 31 December cease-fire did not translate into a 
durable agreement to open Blue Routes~ Prolonged negotiations 
failed over the status of transiting non-humanitarian goods. 

CONSTRAINTS: 

A) ACCESS: The most obvious constraint to reconstruction has 
been the lack of access to Sarajevo, which remains under siege. 
Commercial flows are based on the black market with Serbs or 
UNPROFOR. Locked in a spiral of high prices and low buying 
power, the economy remains on a war subsistence basis, offering 
no prospect for recovery and growth. 

The July 1994 closing of the Blue Route over Sarajevo Airport 
drastically reduced the SC's capacity to implement its action 
plan for the restoration of utilities. Even when the Blue Route 
was open in early summer 1994, the city remained under siege. 
The impact of that short commercial window was considerable in 
terms of price and availability of goods in Sarajevo. 

B) POLITICAL UNCERTAINTY IN BOSNIA: SC operations have suffered 
from continued political uncertainty. The office's strategy is 
perceived as event-driven. Donors are reluctant to commit funds 
to large infrastructure projects which could be destroyed again. 
The SC has found it difficult to clearly articulate and "sell" 
its mandate to potential donors. 

C) LACR OF SUPPORT WITHIN THE UN SYSTEM: There has been no 
strong champion of the SC off ice at UN headquarters in New York. 
This has resulted, among other things, in considerable delays in 
establishing an operational disbursing mechanism. It has also 
meant that the SC agenda and the issue of access have remained 
overshadowed by other voices within the UN. 

At the local level, both the SRSG's office and the UNPROFOR BH 
Command have viewed the SC mandate as inherently pro-Bosnian and 
hence a potential hazard to their efforts to maintain a neutral, 
even-handed posture within the region. The SC and other UN 
authorities in Bosnia have disagreed over the issue of access to 
Sarajevo, which the SC has consistently pushed. The SC has 
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seldom been involved in political negotiations, particularly with 
the Bosnian Serbs. Despite being the most senior UN official in 
Sarajevo, Amb. Eagleton is effectively sidelined from the UN 
chain of command. In Sarajevo, where economic and infrastructure 
issues have important political implications, the lack of a 
political mandate is a severe constraint to SC effectiveness. 
Failure to engage in political issues has undermined sc authority 
with the BiH government and with international NGOs. 

The SC off ice is dependent on UNPROFOR, particularly the French 
Engineers, for personnel, equipment and escorts, and suffers from 
the high turn-over of UNPROFOR personnel. 

D) NO MANDATE TO DEAL WITH THE SERB SIDE: Lack of political 
clout has made it difficult for the SC to deal with the Serb 
residents of the city. Another important factor is that any 
outreach to Bosnian Serbs for rehabilitation projects would be 
seen as contrdicting international sanctions. Aside from 
periodic quiet consultations, the SC has made little progress in 
breaking out of this quandary. 

E) LACK OF FINANCIAL FLEXIBILITY: UN trust fund procedures are 
notoriously ponderous. Pledged amounts have taken excessive time 
to appear in the trust fund: funds pledged in June 1994 only 
began to be available in early 1995. The SC has little recourse 
if donors default. Questions remain concerning the amount in the 
trust fund and the disbursal process. The SC must seek approval 
for each individual project, first from Zagreb, then from New 
York. The SC commands neither the authority nor flexibility 
necessary to disburse funds rapidly. This lack of financial 
clout has contributed significantly to eroding credibility, 
especially in the eyes of the BiH government. 

F) RESOLUTION 900/94 -- NON-DUPLICATION OF EXISTING UTILITIES: 
A provision of Resolution 900/94 is that existing utilities not 
be duplicated, even if they cross confrontation lines. This is 
seen as crucial to maintaining Sarajevo as a unified city. Hence 
in the absence of immediate political solutions, the SC is unable 
to build public utilities in Sarajevo. 

G) STAFFING: From the beginning, the SC off ice has suffered 
under-staffing. There are only eight staff members, mostly 
seconded by UNPROFOR or NGOs. Expertise in UN project-design 
procedures has been lacking, and the SC has not been able to 
expedite the trust fund. Other staffing difficulties include the 
absence of strong managerial capacity, a lack of strategic 
vision, and the absence of certain specialized skills (e.g., 
macroeconomics, credit and small business support, local 
administration finance. The small staff has made sectoral 
coordination difficult. 
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H) LACK OF EFFECTIVE PARTNERS: The SC has suffered from the 
absence of effective international and national partners. There 
are few international NGOs in Sarajevo capable of implementing 
complex rehabilitation projects, and those are often over
stretched and uneasy in a role other than emergency response. 
The SC has received little support from multilateral agencies 
concerned with economic rejuvenation, such as the IBRD, the 
European Bank for Reconstruction and Development (EBRO) or the UN 
Development Program (UNDP). 

At the national level, the SC has suffered from the lack of a 
strong government counterpart. The local counterpart off ice has 
been slow in getting established. 

There was early concern in the SC off ice that it would be 
difficult to identify appropriate contractors for rehabilitation 
projects. The large, pre-war civil engineering companies with 
powerful political ties dominate the bidding market at the 
expense of more competitive small businesses. 

ACHIEVEMENTS: 

A) PLANNING PROCESS: The June 1994 Action Plan "Restoring Life 
to Sarajevo" and the US/UK utility assessment team (March 1994) 
represent systematic analyses of city infrastructure. Planning 
continues at the sectoral level, which will be valuable when the 
political situation allows reconstruction to begin. 

The SC initiated analyses of issues key to rejuvenating Sarajevo, 
including: contracting with former state-owned giants versus 
small competitive enterprises; assessing areas of future 
comparative advantage for Sarajevo-based companies; reviewing 
former Yugoslav legislation; assisting the resumption of economic 
and commercial links between Federation and Serb-held territory; 
and access to markets outside the city. Other more political 
issues, such as added government control over the planning and 
disbursement processes, are also under study. 

B) ADVOCACY FOR ACCESS: The SC has consistently advocated free 
access to Sarajevo as essential to completion of the SC mandate 
and economic recovery. 

C) COORDINATION MECHANISM: While the Office's effective 
coordination capacity at the sectoral level has remained weak, 
the groundwork for future coordination mechanisms has been laid. 

D) COUNTERPARTS: The presence of the SC led to establishment of 
a counterpart agency in the government. The counterpart office 
was initially weak, but has gradually improved through 
interaction and support from the SC (including a 6.5% overhead 
which might prove controversial with donors) . The counterpart 
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off ice and the implementation arrangements will be important when 
the pace of reconstruction activities picks up. 

E) TRUST-FUND: As of late January 1995, the SC had expended 
minimal funds, but gained access to $1M of the $6M pledged. The 
SC appeared increasingly confident that disbursement difficulties 
were being resolved. 

LESSONS LEARNED FOR HUMANITARIAN ASSISTANCE IN CENTRAL BOSNIA 

The SC mandate and constraints are Sarajevo-specific. There are, 
however, lessons relevant to donor strategy in central Bosnia. 

THE IMPORTANCE OF THE POLITICAL SPHERE: Lack of political clout 
is perhaps the most critical constraint on SC operations. 
Reconstruction, geographic access, commercial ties and 
humanitarian aid are subject to manipulation by the parties to 
the conflict. Donor assistance cannot be divorced from these 
political realities, and humanitarian strategies must be linked 
to and supported by wider strategies in the region. 

THE IMPORTANCE OF ECONOMIC TIES AS AN ANTIDOTE TO NATIONALISM: 
One of the most compelling conclusions reached by the SC is that 
the only means of undermining nationalist trends in Bosnia is the 
revival of integrated economic and commercial links that cross 
lines and self-proclaimed political entities. This "knitting 
process" between suppliers and producers, producers and markets 
is the only way to overcome mutual mistrust. It is as important 
for assistance to central Bosnia where, despite the Federation, 
tensions between Croat and Bosniac communities remain high. 

TRANSPARENCY: One of the most important contributions an outside 
agency can make is transparency. Publicizing the reconstruction 
process and the problems encountered prevents either side from 
blaming the other and, hopefully, will in time create a measure 
of leadership accountability to the community. 

OPERATIONAL LESSONS LEARNED: The mistakes in under-staffing, 
inflexible fund disbursement and lack of thorough monitoring may 
be UN-system related, but serve warning to other donors. 

CONCLUSIONS: 

* The SC office has operated under formidable constraints, 
both political and institutional, which have curtailed its 
effectiveness. However, important groundwork has been laid 
which will prove invaluable when the political situation 
allows reconstruction efforts to start in earnest; 

* The relative lull in fighting represents a second chance 
for the SC, but the key issue of access remains unresolved. 
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TlJZLA 

The Tuzla satellite team examined the Federation's first canton 
and assessed the prospects for multi-ethnic development. 

Tuzla, the most important town in northeastern Bosnic., is now the 
capital of the Tuzla-Zvornik Canton (#3). The Tuzla region was 
one of the most prosperous in former Yugoslavia, with power 
production, heavy industry and engineering companies. The area 
is one of the largest swathes of free territory in the RBH. The 
current population of the canton is about 650, ooo. Tuzla 
municipality had a population of 132,000 in the 1991 census (47% 
Bosniac, 16% Croat, 16% Serb and 21% Yugoslav and "others"). 
Tuzla municipality is by far the most populous in the canton. 

1990 ELECTIONS: 

The 1990 election in Tuzla municipality gcLVe a majority to 
opposition parties. The coalition controlling Tuzla municipality 
includes the Union of Bosnian Social-Democrats (USBD, ex
reformist), the Social-Democrats (SOP, ex-communist) and the 
Liberals. Mayor Selim Beslagic (SOP) is 'Bosniac. The other 16 
municipalities in the canton are all controlled by the SDA. 

WAR AGAINST THE SERBS: 

In early 1992, the JNA attacked the Tuzla region. Fighting was 
intense, particularly in Gradacac and the Brcko corridor. ARBiH 
and HVO forces cooperated closely in most instances. The eastern 
part of the canton is now Serb-occupied and cleansed of Bosniacs, 
except in the besieged Srebrenica enclave. 

BOSNIAC-CROAT COOPERATION: 

In 1993, the region stayed free of the fighting which broke out 
in central Bosnia between ARBiH and HVO forces. several 'reasons 
explain this. First, Croat national feeling is not as virulent 
as it is in Herzegovina. HDZ hard-liners never ach-ieved in Tuzla 
the influence they had in Central Bosnia. Second, there was a 
mutual need to defend the Brcko corridor and to contain Serb 
advances. ARBiH and HVO troops worked together to protect Tuzla 
and its hinterland. Finally, as in Sarajevo, Croats were too few 
and HVO forces too small to consider fighting ARBiH forces. 
Mayor Beslagic and the commander of the ARBiH II Corps, General 
Sadie, played crucial roles in keeping the peace. 

Fighting in central Bosnia isolated Tuzla from the coast and from 
Sarajevo. This meant shortages and hard~hip, but it also meant 
de facto independence for Tuzla and other municipalities in the 
region. The isolation limited the spread of ethnic nationalistic 
sentiment which had far greater impact elsewhere in Bosnia. 
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Despite this autonomy, Mayor Beslagic remained faithful to the 
RBH. When prompted by the break-away Muslim leader Fikret Abdic 
to join him in seceding, Beslagi6 refused. But, as a non-SDA 
leader in a relatively prosperous region, Beslagic remains a 
challenge to central power in Sarajevo. 

FXRST CANTON OF THE FEDERATION: 

The canton stretches from Brcko in the north, through Tuzla, east 
to the Drina river through zvornik and Srebrenica. A number of 
factors explain why this was the first canton to be formed: 

* All 17 municipalities have Bosniac majorities; 

* The HDZ was aware of their minority status and was prepared 
to collaborate with the SDA in building the canton; 

* The Bosniac/Croat relationship remained good throughout the 
war and the absence of fighting made implementation of the 
canton possible, even if tensions remain regarding creation 
of new municipalities; 

* While the area has a large external DP population from Serb 
areas, there was virtually no internal displacement. 

OVERVIEW OF THE FEDERATION'S FIRS~ CANTON: 

All 17 municipalities have formed interim municipal authorities. 
These include municipal boards, assemblies and judiciaries. Each 
municipality has named its five delegates to the interim cantonal 
assembly. These delegates, constitutionally, must be elected by 
and from the members of the municipal assemblies elected in 1990. 
The process was easier than in other cantons because most members 
of municipal assemblies were still in the region, even those of 
municipalities currently under Serb occupation. 

The interim canton authorities, created summer 1994, consist of 
an executive board and a legislative assembly. The interim 
assembly comprises 85 representatives (5 from each of the 17 
municipalities; 75 Bosniacs, 9 Croats, and 1 Serb). The canton 
delegates elected the interim executive board: an interim 
president, 15 ministers (12 Bosniacs and 3 Croats) and 13 deputy 
ministers (9 Bosniacs and 4 Croats). The opposition is not 
represented on the interim canton board which is currently 
defining its responsibilities. Major issues remain unresolved. 
First, representation is not based on population. Tuzla with 
130,000 inhabitants has the same representation as a municipality 
with a few thousand people. Second, municipalities partly or 
entirely occupied by the BSA are represented in the same way as 
free municipalities. These issues are likely to skew the 
nomination of the executive as well as political debate. 
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DEFINING RESPONSIBILITIES: 

THE FEDERAL-CANTONAL LINK: 

The canton has not received clarification of its responsibilities 
from the federal level. The Constitution lists a broad series of 
responsibilities which pertain to both the federal and canton 
levels: human rights; environmental policy; communications and 
transport; health; social welfare; immigration; tourism; and 
natural resources. A clear federal/canton division concerning 
these critical and volatile areas has yet to be made. 

Most areas of canton responsibility listed in the Constitution 
devolve from the federal level: police; education; culture; 
housing; public services; land ~se; local business and charities; 
local energy production; radio and television; social welfare; 
tourism; and canton taxation. Unanswered questions include: 

* When should these powers devolve -- when all the cantons 
are formed, or to each as it is established? 

* Are any powers to remain temporarily at the federal level 
because of the war? 

* Are cantonal authorities ready to assume these powers? 

* Does the federal government actually have these powers, or 
do they rest with municipalities? 

THE CANTON-MUNICIPAL LINK: 

Because of the war many municipalities, including Tuzla, were 
quasi-independent from central authority. Municipal governments 
organized defense, humanitarian assistance and public services. 
Most continue to do so. The delineation of canton/municipality 
responsibilities is therefore a thorny issue. The constitution 
offers little guidance when it speaks of "self-rule'' on local 
matters. In particular, canton authority in education, public 
services and tax collection remain unclear. There is still no 
canton law regulating police, hence there is a dispute over how 
the police structure at municipal and canton levels will work. 

Tax collection across governmental levels is unclear. Should 
each level raise taxes, or should tax collection be a federal 
responsibility with distributions to cantons and municipalities? 
There are no constitutional provisions for the financing of 
municipal activities, and no federal law has yet been adopted. 13 

13 
At present, Tuzla municipality's main source of income is VAT and 

service tax. Before the war, the main source was individual income tax. 
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There is an unrealistic view in the Tuzla canton government of 
how power can be centralized. For example, the canton President 
says he needs a staff of 1,000, while municipalities should not 
have more than 20 employees, including Tuzla (a municipality of 
130,000 with 300 employees). Furthermore, he suggested that all 
municipal officers should be administered directly by the canton 
ministers, rather than by municipal boards. Another example is 
the canton minister of education who expects to make all 
decisions for all the schools in the canton, despite the fact 
that he has few staff and little contact with daily operations. 
These examples denote poor administrative practice, little 
realism and a lack of preparation shown by the canton government. 

REASONS FOR THE CANTON-MUNICIPALITY DEADLOCK: 

* The constitution is vague on division of powers; 

* There are few directives from the federal level; 

* As the first canton, Tuzla will set precedents and is 
therefore under intense scrutiny; 

* Canton authorities do not appear to have the capacity to 
take over some responsibilities; 

* Municipalities are reluctant to surrender powers; 

* Power struggles between SDA and opposition parties. 

The attempt by the canton to accumuiate power has caused friction 
with municipal governments which feel asked to surrender control 
while still being responsible for the provision of services. 

POLITICAL CONFLICT BETWEEN OPPOSITION AND NATIONAL PARTIES: 

Tuzla municipality is the power-center for opposition parties, 
and one of the last bastions of non-national politics. In 
particular, Mayor Beslagic's success in keeping Bosniac/Croat 
peace and his popularity both in Tuzla and abroad represent a 
challenge to the national parties, and to the SDA in particular. 

The political tension between the SDA and opposition parties 
exacerbates the canton-municipalities power struggle. Canton 
authorities view their own establishment as a struggle to wrest 
power from the municipalities, and especially Tuzla municipality. 

The conflict over areas of responsibility between the canton and 
some of the municipalities has created tensions within the SDA. 
Some SDA municipalities are unwilling to surrender powers to the 
canton, which has resulted in certain SDA delegates to the canton 
siding with opposition parties, led by the delegates from Tuzla 
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municipality. Together, despite the overall SDA-HDZ majority in 
the canton assembly, they have blocked draft laws prepared by the 
SDA and HDZ which sought to centralize power at the canton level. 
The result is deadlock: responsibilities are not defined and 
there is no direction from Sarajevo. The momentum for 
establishing the federation has dissipated significantly. 

POLITICAL POWER IS SKEWED AT THE CANTON LEVEL: 

* Municipalities send five delegates to the canton assembly, 
regardless of population or the amount of free territory the 
municipality administers. Disproportionate representation 
skews power in favor of the SDA and gives "phantom" 
municipalities an incentive to side with the canton; 14 

* Opposition parties claim the Assembly does not reflect the 
1990 elections, and that they are under-represented; 

* Opposition parties have contested the nomination of certain 
municipal delegates. The Constitution states that people 
holding certain functions are ineligible as delegates to the 
canton assembly. Opposition parties claim SDA abuses and 
have demanded arbitration by Sarajevo. So far they have 
received no answer which could indicate that the federal 
level is not an impartial arbiter of political differences. 

NATIONALIZATION OF POLITICAL LIFE IN TUZLA: 

Despite intra-SDA tensions and the stand-off with the opposition, 
recent months have witnessed a new development: political life 
is increasingly aligning itself on national, ethnic lines. The 
canton-building process is enabling the SDA and the HDZ to 
dominate political life in Tuzla. For the first time, party 
affiliation is seen as key to top jobs. The popular and 
influential General Sadie is said to have resigned his position 
as commander of the ARBiH II Corps because he would not join the 
SDA. There have also been unconfirmed reports of ethnic 

14 
Tension between the canton government and some of its municipal 

governments threatens to split th~ canton. Municipalities in the western part 
of the canton (Kladanj, Lukavac, Zivinice, Gracanica, Srebrenik, Kalesija and 
Brcko) are prosper0us, either through industry or small business and trading, 
and, more to the point, are mostly free of Serb occupation. These municipal 
governm&nts operated throughout the war. Regardless of their affiliation to 
the SDA, they resist cantonal centralization. On the other hand, a number of 
eastern municipalities (Zvornik, Lopare, Vlasenica, and Bratunac) are mostly 
BSA-occupied. These governments in exile have no power to lose to the canton, 
and can only gain from centralization of municipal power at the canton level 
where they could take on a greater role. 
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discrimination within the ARBiH, particularly against Serbs 15
• 

In Tuzla town, this is of particular concern given the fact that 
the national parties had been defeated by the opposition in the 
1990 elections and that subsequently the opposition coalition did 
a lot to prevent the spread of the Bosniac/Croat war to Tuzla. 

The ethnic alignment of life in Tuzla also reflects a tacit 
alliance between the SDA and the HDZ. Both parties have a strong 
vested interest in undermining the power of the opposition 
parties, and that of Mayor Beslagic in particular. The HDZ does 
not have a strong base in the Tuzla canton, but could obstruct 
the establishment of the canton. Its leaders have made no 
attempt to do so because they feel that they can achieve more 
power by being on the inside. They have, however, encouraged the 
formation of the break-away municipality of Ravne-Brcko. 

CREATION OF THE CROAT MUNICIPALITY OF RAVNE-BRCR016
: 

Before the war, Brcko was a large municipality, with 87,000 
inhabitants, (44.4% Bosniac, 25.4% Croat, 20.8% Serb and 9.4% 
"others." Nearly 43,000 people lived in Brcko town which is now 
occupied by the BSA, along with 30% of the land area. Brcko 
municipality's representation in the canton assembly is two SDA, 
two HDZ and one Bosniac from the opposition. 

UNHCR estimates the population of Ravne-Brcko at 3,600, which is 
possibly a slight under-estimate. Despite these small numbers, 
the HDZ in Ravne-Brcko has decided to form its own municipality. 
In addition, they want to secede from the Tuzla canton and become 
part of the Posavina canton (#2) 11 where they claim land
ownership ties. High-ranking CRHB officials, such as Dario 
Kordic, the president of the HDZ, have traveled to Ravne-Brcko in 
recent months and are thought to have either encouraged or 
supported the break-away. The reasons given by the self-styled 
mayor are discriminatory development in the pre-war period (not 
enough industrial investment) and a current "lack of trust" in 
the Bosniacs, based on alleged discriminatory delivery of public 
utilities. He also claimed (generally disputed) that during the 
war, the HVO operated independently in the area. 

15 
The Serb community, represented by the Serb Consultative committee, 

. which sees itself, not without reason, as the true embodiment of a multi
ethnic Bosnia, says the burden of being Serb and even non-Bosniac is 
increasingly difficult. 

16 
The Political Trends section discusses the HDZ breakaway strategy 

seen in Usora and Ravne-Brcko. 

17 
Canton 2, which is nominally a majority Croat canton, is a "phantom 

canton" almost entirely held by the BSA. 
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However, the real reasons for the break-away of Ravne-Brcko lie 
within the framework of general HDZ strategy. The HDZ could flex 
some muscle and show that it cannot be disregarded, even far from 
Herzegovina. If it became a Croat-majority municipality in a 
Bosniac canton, Ravne-Brcko could invoke the constitutional 
provisions which devolve powers such as education, local business 
and radio-television, among others, to the municipality if the 
majority in that municipality is other than the canton majority. 
On the other hand, if the double maneuver of break-away and 
secession worked, it would be in a nominal Croat canton. In 
either case, the HDZ wins. There is also a strong strategic 
incentive for the HVO to establish a foot-hold in the north of 
the country. Ravne-Brcko is close to where the north-south 
corridor to Croatia would pass and would allow the HVO control of 
access to Croatia and any tax-collection points. Finally, the 
increasing alignment of SDA along ethnic lines and the resulting 
radicalization of political life is eroding Croat confidence. 

This conflict is especially poignant in the Tuzla region where no 
Bosniac/Croat fighting ever erupted, and where integrated 
coexistence seems more possible than elsewhere in Bosnia. The 
opportunity to redefine municipalities at will and/or secede 
reinforces ethnic mistrust, and opens Pandora's box. 

DISPLACED PERSONS: 

The number of DPs in Tuzla canton is about 240,000, including 
50,000-60,000 in Tuzla town. Most fled BSA-areas. Despite the 
weight of numbers, the DP problem is less intricate than in 
central Bosnia because there is no reciprocal Bosniac/Croat 
displacement within small areas. As mentioned earlier, this made 
establishment of federal structures easier. But, it also means 
that implementation of the Federation will not address the 
problems of housing, employment and political integration, 
because it won't address the issue of DPs from Serb-held areas. 

Beyond the problem of Bosniac refugees from BSA-areas outside the 
canton, there remain a number of important displacement issues in 
the Tuzla canton. Sizeable towns, such as Brcko and zvornik, as 
well as the eastern part of the canton, have been occupied by the 
BSA and ''cleansed" of Bosniacs and Croats. DPs from those areas 
are determined to go home and are willing to fight. They make up 
a large part of ARBiH II corps and will resist any peace deal 
that allows areas such as Zvornik or Brcko to become Serb. 

People of all ethnic backgrounds continue to leave Tuzla Canton. 
For Croats, there are push factors (loss of hope and economic 
opportunity, fear of renewed fighting, fear cf SDA positions and 
"ethnicization" of public life) and pull factors (economic 
opportunities in the CRHB or Croatia and the possibility of 
Croatian citizenship). While the causes remain difficult to 
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assess, the effect is clear. Tuzla canton is becoming ever less 
multi-ethnic. Moreover, Croat authorities both in the canton and 
elsewhere in the Federation are seizing upon the on-going 
departure of Croats as alleged evidence of ethnic intimidation. 
However, neither the ICRC nor UNHCR have reported protection 
issues concerning Croats in the region, and many Bosniacs would 
leave, as well, if they had access to a third country. 

Tuzla continues to lose educated workers, particularly engineers 
and physicians, which is a mortgage on future prospects for 
development. Economic hardship, the continued state of ''no 
peace/no war" and the hardening of nationalist politics rank 
among the main reasons for the continued brain-drain. 

ECONOMY: 

The Tuzla area enjoys greater economic potential than most of 
Bosnia. Less destruction occurred, both because the BSA 
onslaught was less intense than in other areas and because of the 
absence of ARBiH/HVO conflict. As a result, the productive 
capacity is relatively intact. Tuzla canton is not scarred with 
the multitude of confrontation lines which exist in central 
Bosnia. This, combined with the fact that the northern part of 
Tuzla canton has become a prime agricultural area, contribute to 
buying-power. Thus, the economy in the region can be expected to 
recover more quickly than elsewhere in Bosnia. Engineering and 
construction firms are proving this by bidding for reconstruction 
tenders in Sarajevo and East-Mostar. 

This potential for recovery is mitigated by a number of factors. 
First, when the war broke out, the economy in the Tuzla region 
was, as elsewhere in former Yugoslavia, in transition from a 
centrally managed, state-owned, industry-focused economy to a 
market economy. The banking sector, for example, is perceived by 
engineering and construction companies (joint-stock and private) 
to be inadequate for their needs. Therefore, the economy will 
have to recover from the war and inefficient pre-war levels of 
management. Little thought has been given to reconversion of 
obsolete heavy industries. Authorities cling to the idea of past 
industrial grandeur, and besiege potential donors with proposals 
to restart heavy industry. There is a reasonable argument that 
many goods now being imported by donors could be manufactured in 
Tuzla if factories were restarted (importing salt is the favorite 
example, since Tuzla sits atop salt mines). Individual industry 
studies would be required before donor or private investment. 

The economy and buying-power suffered from the blockade. In 
particular, Tuzla's access to outside markets was restricted, 
both for the export of industrial goods (Tuzla's industrial 
capability outweighs the demand of the local market) and for the 
import of supplies. Tuzla is far from the coast, cut off from 
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its natural markets and outlets (Slavonia and routes north to 
West and Central Europe), and suffers the weight of the CRHB 
tariff and customs system, as well as bureaucratic harrassment on 
the part of Croatian authorities for transit goods. 

Finally, industrial units have not been maintained properly 
either because they have remained idle or because adequate 
maintenance was not possible due to the war. This has caused 
substantial damage to industrial potential. 

CONCLUSIONS: 

Tuzla canton exists but is not operational. Political power 
still lies with municipalities. Canton structures are in place, 
but the capacity to govern seems limited. Yet the canton asserts 
power to the detriment of municipalities. There is increasing 
tension as both vie for power. The Federation claims to 
decentralize power from the national level, but is actually 
centralizing power at the expense of municipalities. 

Establishment of the Tuzla canton highlights serious issues: 

* Power centralization at the canton level is too abrupt; 

* Allocation of powers is ill-defined; 

* The Canton Assembly does not represent the 1990 elections; 

* Issue of "landless" municipalities (occupied by BSA); 

* criteria for redefining municiralities; 

* Process lacks direction from the federal level. 

The establishment of the Federation is exacerbating pressure on 
the multi-ethnic character of Tuzla. The implementation of the 
Federation by the two national parties is undermining the 
opposition parties and with it an experiment which has been 
successful in keeping ethnic strife under control. In the mid
term, this reinforces ethnic mistrust, despite the local tactical 
alliance between SDA and HDZ. In an area where there never were 
any ARBiH/HVO clashes, the Federation may do more harm than good: 
its aim was to make the rest of Bosnia more like Tuzla, the 
danger is that it will make Tuzla more like the rest of Bosnia. 
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The infrastructure sub-team analyzed the status of infrastructure 
services, public utilities and housing/shelter. Of special 
interest was the extent of inter-ethnic cooperation in 
revitalizing infrastructure, and the concrete interethnic 
initiatives which donors could support. 

In some cases, representatives from both ethnic communities were 
present at meetings. At other times where joint meetings were 
impossible, separate meetings were held. The team developed a 
regional analysis, irrespective of local ethnic disputes. 

Due to the short time frame, information provided by municipal 
representatives could not be fully researched and confirmed. The 
team did not gather detailed information on every sector. It 
developed an overview of the composition and status of municipal 
infrastructure services, the level of inter-ethnic cooperation, 
and how such services relate to the reconciliation process. 

In some instances site visits were conducted to assess potential 
projects if they related directly to the promotion of inter
ethnic cooperation and local level interdependence. Interviews 
and de-briefing sessions were also held with UNPROFOR, UN civil 
affairs, key governmental and non governmental organizations. 

The study covered seven sectors: 

* water supply and distribution 
* electrical distribution 
* sewage disposal 
* refuse collection and disposal 
* P.T.T (telecommunications) 
* roads, bridges, railways 
* housing/shelter as related to the return of DPs 

The paper is presented by sector, with an overview of pre-war 
conditions (as appropriate) and the current standard of service. 
This is followed by a description of constraints facing local 
authorities. An identification of local initiatives or ongoing 
cooperation follows, including recommendations regarding how 
such programs can be realized. Recommendations are presented in 
order of feasibility, priority and effectiveness. Housing and 
shelter issues are presented in somewhat different format, since 
these require addressing the related issues of the return of DPs. 

Individual municipal outlines are presented as annexes to the 
report. These provide more detailed information on individual 
requirements and intentions, as outlined by authorities. They 
follow varying formats, in line with each municipality's mode of 
presentation. Some are more complete than others. 
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WATER SUPPLY 

I. NATURE AND SCOPE OF PROBLEM 

Water supply in the former Yugoslavia was generally structured at 
the local level, with little development of regio~-wide river 
basin management systems. Thus the organization of water varies 
by municipality, location of sources and terrain, and frequently 
crosscuts political, ethnic or confrontation lines. For these 
reasons, the water supply sector is especially promising for 
inte~communal projects. In the divided communities visited (Novi 
Travnik, Vitez and Gornji Vakuf) the restoration of the joint 
water system was one of the first steps taken toward peace 
following the March 1994 Washington Accords. There was extensive 
cooperation at the technical level between both sides, most 
technicians having worked together before the war. Moreover, 
UNPROFOR has been very active in this sector, including assuring 
that mines were cleared for technician access in several areas. 

The Croat-Bosniac conflict of 1993-1994 resulted in opposing 
communities, at the direction of the military and often in 
response to provocations, manipulating local water supply systems 
as a tool in the conflict, with severely detrimental effects to 
civilian populations. Fojnica, Kiseljak and Busovaca maintained 
independent water systems since control of the water system was 
with a single army defending the area. In contrast, in divided 
towns (Vitez, Novi Travnik and Gornji Vakuf) which relied upon a 
common source to service both sides water service was interrupted 
by one side or the other for protracted periods. 

Since the cessation of hostilities in Central Bosnia in early 
1994, considerable progress has been made in restoring pre-war 
water supply levels. These were among the first signs of 
positive reconciliation after the Federation agreement. A 
representative of Travnik's infrastructure company said: "We 
were the first messengers of goodwill -- the water and power 
engineers who crossed the lines to restore the utilities." 

However, as communities attempt to regain a semblance of their 
former lives, they struggle with three years of neglect to water 
systems. Almost all reported a lack of funds and spare parts for 
the repair of pumps, electrical equipment, pipelines, reservoirs, 
filtration and treatment equipment and vehicles. 

Excessive water leakage (up to 60%) is widely reported and will 
worsen without intervention at the source and consumer level. 
such drastic leakage allows sewage to contaminate water pipes 
during times of low pressure. 

In municipalities divided along ethnic lines, yet relying upon a 
common water source, there is an intention from both technical 
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departments to cooperate. There are several examples, notably in 
the Lasva Valley. It is often facilitated by UNPROFOR or ODA 
which have supplied materials and/or transportation. Such 
combined engineering is an informal example of the Federation 
working at the local level, not necessarily because of any 
inherent goodwill and without the creation of the Federation 
structures. In fact, only interdependent communities cooperate. 
Those communities that have independent resources have developed 
separate water systems and do not seem likely to cooperate. 

There have been instances where one side will supply water to the 
other for a price. An example is the municipality of Travnik 
where the Bosniacs charge Croats for water. The source lies on 
the Bosniac side and supplies the Croat area of Nova Bila. 
Although the earnings are minimal, it is interesting that such 
processes are being introduced. In other areas of central 
Bosnia, Croats pay a nominal fee for all public services (water, 
power, garbage) while all Bosniac citizens are exempt. 

The local administration of water supplies is generally part of a 
traditional public utilities company (usually called Komunalno) 
which also has responsibility for sewers, garbage collection and 
street repair. Separate Komunalnos exist in each municipality 
(one on each side in split communities) with the same divergence 
in pay and level of resources found generally in parallel 
administrative structures (Croats paid and better equipped, 
Bosniacs paid little or nothing and poorly equipped). 

As a broad generalization, in Middle-Bosnia and Zenica-Doboj 
cantons water sources are more plentiful south of Zenica (except 
Kiseljak and Busovaca) than they are north of Zenica (except 
Zavidovici and Vares). In 12 of the 14 Municipalities visited 
water sources are hill springs (Maglaj and Busovaca use open 
streams). There are two primary water supply problems: 

* Greatlv increased demand in overpopulated town centers 
caused by the influx of displaced persons, soldiers, newly 
organized hospitals, schools, and humanitarian centers. 

* system condition and leakage -- virtually all of the 
systems are antiquated and suffer from little or no 
maintenance over many years (essentially none except 
emergency repair during the war). There is little 
conservation; taps left running and broken pipes left 
unrepaired are common. War damage to the systems is actually 
a relatively isolated factor. The worst instance is Gornji 
Vakuf where leakage is over 50% and city streets are flooded 
with seepage from water mains. Generally, system leakage 
ranges from 20-40% in most municipalities. 
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II. OPPORTUNITIES FOR JOINT UNDERTAKINGS 

In addition to the natural interdependence on water caused by the 
terrain and location of sources, delivery of water is a basic 
necessity, and is delivered in an apolitical manner requiring 
minimal face to face contact (by contrast with joint policing or 
even cross neighborhood joint garbage collection). It offers a 
particularly attractive entry point for donor support of 
intercommunal cooperation at the municipal level. 

The team was able to hold joint meetings with technical personnel 
from both sides in Travnik, Vitez, Busovaca, Fojnica and Kresevo, 
often involving joint statements and proposals. Teams from Novi 
Travnik and Gornji Vakuf, at separate meetings, submitted 
identical proposals to upgrade water supply. Water and 
infrastructure engineers· in Fojnica suggested development of 
their source Tocila to supply the Kiseljak area, which is 
traditionally waterless. Projects submitted by engineers from 
Gornji Vakuf, Novi Travnik, Travnik and Vitez envision benefit 
for both sides of these divided communities. An interesting 
small project was proposed by the Zavidovici Water Board: 
construction of a water pipeline between the Zavidovici main 
pipeline to the village of Dubravice, populated by Bosniacs, and 
another short extension to the village of Viniste on the Croat 
side. This small project, to be accomplished with local donated 
village labor through the supply of material (about $60,000), is 
under consideration as a pilot project under the OTI/IRC grant. 

The team has identified three categories of projects: a) small 
emergency programs; b) extended emergency programs and c) 
developmental multi-community programs. All projects are either 
in mixed communities or are projects which cross communal lines. 

A. Emergency small scale program 

1. W~ter project for the villages of Dubravice, (Bosniac village 
in the Zavidovici municipality, 2,000 beneficiaries) and Viniste 
(Croat Village in the Zepce municipality, 2,000 beneficiaries). 
The municipality of Zavidovici started construction of a 
connecting pipeline and booster pump before the war in order to 
supply the villages of Dubravice, Viniste and surrounding areas 
with water from the town system. The work is partly completed 
and was terminated by the war. Remaining work consists of 1 km of 
medium size pipes (DN 110) and two booster pump stations to 
supply ca. 10 l/sec at 100 m head. 

2. Nova Bila is a part of the Travnik municipality, and is now 
the center of the Croat part of Travnik. It is the center for a 
major part of the Croat DPs in the area, and the location of a 
planned hospital for the entire Cro~t community in Middle Bosnia. 
In order to supply more water from the spring called Plava Voda, 
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it is possible to reconstruct the pumping station with one new 
pump (Q=120 l/sec at 70 rn head), and to replace the small 
diameter pipeline from the outskirts of Travnik to Nova Bila. 
Some extension of tank space and pumping capacity in Nova Bila is 
also required. (8,000 beneficiaries, plus hospital) 

3. Water is the bi9gest priority of the Croat side of Novi 
Travnik. Most of the water is corning from the Opara system, 
which is sensitive to turbidity caused by rainfall. There is a 
new source (Oparac) which is complete and has a pipeline 
constructed, but n<Jt connected to the system due to an 
unacceptable sulfate level. A plant for removing sulfates will 
bring an additional 35 l/sec, and make 50-70 l/sec more usable, 
benefitting 40,000 people (50/50 Croat/Bosniac) 

1. Water Supply Dubravice-Viniste 
2. Pipeline Plava Voda-Nova Bila 
3. Sulfate removal & treatment plant 

B. Extended emergency program 

$60,000. 
$110, 000. 
$250,000. 

1. The shortage of water in Gornj i Vakuf prompted the design of 
a new system before the war. This new system, with a capacity of 
100 l/sec, can supply water for both sides of the community. 
Implementation of the project is relatively simple and includes 
5.4 km of pipe and the construction of an intake structure. 

2. The town of Kiseljak, traditionally waterless, lacks a proper 
water source. The water shortage grew drastically after the 
influx of 12,500 DPs. water authorities in Fojnica presented a 
proposal for the development of a new source 7 km from town, with 
a 130 l/sec capacity. A simple gravity pipeline could supply 
both sides of divided Fojnica. If the pipeline is extended 
another 15 km, it can provide 40-50 l/sec to Kiseljak. 

3. Two new bore-holes (capacity 70 l/sec each) can supply water 
to the town of Vitez and the Bosniac community of Stari Vitez 
inside the town area. The project includes bore-holes, assembly 
of pumps with rise pipes, connecting pipeline (DN 350, 3600 m), 
and various fittings. The attraction of this project is that the 
general water source Kruscica, (from which Vitez is currently 
supplied) could then provide "Vitez" water to Zenica {110 l/sec), 
and water for higher elevation areas. However, this water source 
is susceptible to contamination from a nearby dairy farm. A more 
reliable solution is the much larger Plava Voda project below. 

1. Spring and pipeline Laniste for Gornji Vakuf 
2. Water Supply Fojnica-Kiseljak 
3. New source Kremenik for Vitez area 
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c. Developmental multi-community proqram 

1. Plava Voda is a large regional water source in Travnik. 
During the 1980s tests were done to develop a regional water 
suppiy. The design work is complete, and some work on the intake 
structure was done in 1990. It is feasible to construct a 
pipeline from Plava Voda to Busovaca and provide water for Novi 
Travnik, Nova Bila, Vitez/Stari Vitez, and Busovaca. The 
capacity of the spring is 2.2 m3/sec, but used capacity will be 
about 500 l/sec. Zenica could then benefit from additional water 
which now supplies Vitez (110 l/sec). The two bore-holes at 
Kremenik, mentioned in Section B above, could, if properly 
filtered, supplement the existing supply to Zenica. 

2. Another project based on Plava Voda is a regional pipeline 
from Travnik to Zenica, supplying water for Travnik, Nova Bila, 
Novi Travnik, Vitez, Busova6a and Zenica. The capacity of the 
pipeline is 840 l/sec, total length 40 km, and the diameter is 
600 mm. Total length of the various branches is 15 km. This is a 
considerably larger project, with a pipeline almost double the 
size of the one in the previous project. 

1. Nova Bila, Novi Travnik, Vitez and Busova6a $6M. 

2. Nova Bila, Novi Travnik, Vitez, Busova6a, Zenica $15M. 

Three of the potential projects (B3, Cl and C2) are interrelated 
and to some degree overlap. The most practical is Cl which 
maximizes the beneficiary/cost ratio, resolves water problems in 
several municipalities, creates a cross-line regional water 
authority and would provide many jobs. 

IMPLEMENTATION STRATEGY/NGOs IN THE WATER SECTOR 

Nongovernmental and bilateral organizations working in Bosnia 
during the past three years have developed a methodology that 
should be considered when developing projects. One trend is 
clear in Bosniac areas: local water authorities, short of funds, 
increasingly turn to NGOs to meet maintenance requirements. 

Scottish European Aid (SEA) has been the most active NGO in the 
water supply sector, having begun operations in the Tuzla region 
in early 1993. During this period they implemented over 45 town 
and village projects, improving water supply for over 400,000 
people in the region from Kladanj in the South to Gradacac and 
Brcko to the North. SEA has a $2.5 million project underway to 
supply water to Tuzla which has traditionally suffered water 
shortages. Tuzla's population of 160,000 (including 60,000 DPs) 
is supplied an average of 2 hours of water a day. The project 
includes 10 km of pipe which, in logistical terms, is over 140 
truck loads from the Adriatic coast over mountain roads to Tuzla. 
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SEA develops projects in priority areas, in collaboration with 
local authorities. Materials and equipment are then supplied by 
SEA, while local authorities coordinate, finance and implement 
the project. This policy has been successful and enabled limited 
funds to benefit many more people than if contractors and paid 
labor had been utilized. One of SEA's primary objectives was to 
augment, rather than undermine, the management abilities of local 
municipalities, by incorporating local experts in the design, 
planning and implementation phases of projects. International 
specialists provided a mediating and coordinating role, rather 
than one which dictated policy according to foreign standards. 

SEA has maintained an independent truck fleet for transport of 
its engineering materials from Croatia. This has proved to be an 
important factor enabling its operations to run smoothly. SEA 
continued to transport equipment throughout the 1993 HVO blockade 
perhaps due to its small size and truck fleet, but also due to 
familiarity with the CRHB's complex customs regulations. 

The overseas Development Administration (ODA) has supplied 
materials and equipment to maintain and restore many water supply 
systems throughout Federation territory. In addition to spare 
parts for many towns and villages, it supplied materials to 
restore adequate water to Maglaj, Novi Travnik, Fojnica and 
Vares. Its effective management system, coupled with close 
liaison and an understanding of the methodology of municipal 
experts, has enabled ODA to benefit a wide population. ODA 
adheres to a clearly defined mandate: restoration of public 
utilities through supply of emergency equipment. This generally 
prevents ODA involvement in civil works to construct new systems. 

The International Rescue Committee (IRC) has a multi-sectoral 
presence throughout Bosnia. Involvement in the water sector has 
been in Sarajevo and Zenica. The Sarajevo project, coordinated 
with Intertech, was to supply and install a containerized water 
treatment plant to supply 120 l/s. In Zenica, during 1993, IRC 
enabled local authorities to supply water on a temporary basis 
from an outdated source. At that time, inter-ethnic fighting had 
severed the main water supply which runs through Vitez. Zenica 
had to revert to a prior source. Following the cessation of 
hostilities the usual supply source was reconnected. 

The International Committee of the Red Cross (ICRC) plays a major 
role in supplying chlorine and water treatment chemicals to 
almost every municipality in central and northern Bosnia. Its 
engineers are also involved in a number of water restoration 
projects. In Tesanj and Zavidovi6i ICRC supplied essential 
materials to repair war damaged water networks. ICRC supplied 
spare parts and other ~quipment to assist maintenance programs in 
Olovo, Vares, Visoko, Zepce and Zenica. 
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Norweqian Peoples Aid (NPA) As part of its shelter programs, NPA 
has been involved in minor water supply projects for two villages 
in Tesanj and Zenica. 

MSF Belgium has been supplying plastic bladder tanks in war 
hospitals and schools in Zenica, Breza, Dastansko, and Kakanj. 

UNICEF delivered a number of manual hand pumps to Maglaj, Tesanj, 
Olovo and Vares. It is awaiting delivery of materials to assist 
maintenance of water distribution networks in Gornji Vakuf. 

The International Management Group(IMG) specializes in data 
collection and priority setting for infrastructure. Its 
recommendations of projects and implementing partners are 
channelled to ECHO/Brussels where funds are distributed with 
guidance from IMG field offices (Sarajevo, Medugorje and Tuzla). 

LOGISTICAL CONCERNS 

Most NGOs have experienced problems with local authorities, most 
~ommonly unfulfilled commitments, and theft from municipal 
warehouses. These can be avoided if, at the outset, the NGO 
clarifies how municipal authorities must commit to a portion of 
the work, be it labor, transport or supply of materials. The NGO 
should supply materials and equipment in phases, with subsequent 
supply tied to completion of the prior phase. When equipment is 
transferred, it becomes property of the municipality, committed 
to by authorized signature. If equipment is lost, the project 
terminates. Regular engineering input is important; site visits 
are required to monitor and evaluate progress. With complex 
projects involving design and specialized input, ·funds should be 
reserved for local experts who will not work free (the majority 
of municipal engineers do not have the expertise for such work). 

Knowledge of the CRHB's complex customs and border crossing 
procedures is essential. By their very nature, engineering 
materials are not categorized as humanitarian goods. A "tax'' of 
DM90/truck is imposed on engineering equipment, and occasionally 
refused entry into Federation territory. There is no way to 
bypass CRHB border crossing procedures. Complex and often fluid 
import regulations established by CRHB authorities are adhered to 
by all international organizations. 

The donor community and international embassies have no power to 
negotiate free passage, or even realistic regulations, for 
humanitarian transport. This was most evident during the 1993-
1994 commercial blockade which was also applied to humanitarian 
convoys supplying besieged Bosniac communities. 

In 1993 and 1994 hundreds of tons of engineering equipment and 
shelter materials languished in Croatian warehouses. The signing 
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of the Federation accord improved the situation somewhat, but the 
CRHB authorities swiftly re-affirmed control by developing a 
segregated border control system. This rapidly strengthened 
their ability to manipulate the NGOs by refusing entry. The 
following examples reflect the control exercised by the CRHB over 
borders and the international community: 

* In the summer of 1994, Norwegian Aid convoys operating 
under UNHCR auspices carrying cement and other building 
materials for projects in the Tuzla region, were refused 
border crossing requests by CRHB authorities, who demanded 
substantial projects in Herzegovina. The Norwegian Aid 
coordinators were determined not to concede and requested 
support and a negotiated solution through UNHCR which, 
though concerned and eager to provide encouragement, proved 
unable to assist. As projects in Tuzla began to falter, the 
exasperated Norwegians concluded they had no alter.native but 
to agree to fund repairs to a DP center in Herzegovina. 

* over a hundred tons of ODA engineering equipment remained 
in Croatian warehouses (entry to Bosnia denied as it was 
convertible to military use) for a prolonged period in 1993 
and 1994. Equipment for power station repair was refused 
entry until more resources were directed to Herzegovina. 

* The CRHB continues to require registration and requests 
for clearance into federation territory. NGOs are also 
required to submit reports on their activity within RBH if 
they wish to be registered with the respective off ices in 
CRHB, itself a prerequisite of approved requests. 

These examples demonstrate CRHB power over the international 
community. Acquiescence by the donor community was justified by 
claiming there was no alternative short of risking interruption 
of critically needed humanitarian supplies. UNHCR, the lead 
agency in the humanitarian effort, has been unwilling to confront 
the problem at the highest level in Zagreb. By adhering to CRHB 
regulations, UNHCR forced NGOs in turn to comply. 

CONCLUSIONS: 

Implementing agencies must develop knowledge of border 
regulations and a sound rapport with the respective CRHB 
authorities. Failure to do so could jeopardize projects. 

current border procedures are evolving. The situation could 
change for the worse very rapidly, due to increased military or 
political tension or simply in response to increased flows of 
rehabilitation materials. Agencies should position themselves to 
respond with maximum flexibility. 
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SEWERAGE 

I. NATURE AND SCOPE OF PROBLEM 

Former Yugoslavia was slow in developing a proper sewerage 
network and treatment plants. Of the 14 municipalities visited, 
none had a sewer system which would meet the simplest standards 
for treatment of waste water. Sewer systems and mains dating 
back to 1920 are still in use, reducing the network to minimal 
functionality. The technology in the past did not take into 
account seepage from concrete pipes without joints. over time, 
increased connections to new town areas and villages contributed 
to blockages and breaks in pipes, resulting in groundwater 
pollution on an enormous scale. Moreover, neglected maintenance 
during the war, in addition to damage caused by shelling and 
heavy traffic, has worsened the problem. In some towns like 
Vitez, Novi Travnik and Gornji Vakuf, the sewer main is in such 
bad condition that complete reconstruction may be the only 
alternative. The rivers most heavily used for waste water and 
industrial output are the Lisbre, Lasva, Vrbas and Bosna. The 
Bosna and Vrbas, in turn, contaminate the Sava and Donau rivers 
before reaching the sea. In the Lasva valley, Busovaca, Vitez, 
Travnik and Novi Travnik are polluting the Lasva river by using 
it as a raw sewage outlet. In the two Cantons assessed, the 
population is over 850,000. Assuming that 70% of the 850,000 
inhabitants are connected to a water and sanitation system, more 
than soo tons of untreated excrement are channelled into rivers 
daily, creating a major pub1ic health risk. There are several 
feasible, affordable options donors can pursue that address 
damaged or clogged sewer systems and reduce health risks. 

II. OPPORTUNITIES FOR JOINT UNDERTAKINGS 

MOBILE SERVICES: Some emergency sewer repair and septic tank 
emptying has been done by ODA in Maglaj and zavidovici. These 
emergency services are needed by virtually all communities in 
Bosnia and offer a joint project with immediate health benefits 
for Bosniacs and Croats. Two types of mobile equipment could be 
used on a shared or regional basis. One is a septic tank 
cleaning truck which has the ability to pump out, temporarily 
store, transport and dump sewage at a suitable site ($5,000 
each) . The other is a unit for the repair of concrete pipe on
site. The device uses inflatable plastic tubing to build a new 
section of sewer pipe ($20,000 each). Operation could be managed 
by several communities on a regional basis with oversight by an 
NGo.· In both cases the cost is for equipment only and assumes 
availability of a used local truck on which it can be mounted. 

Future reconstruction of houses should include septic tanks. 
Septic tanks cost $60-70/person, using tanks with three chambers 
and percolation trenches, where applicable, or pipeline outlet to 
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the nearest recipient. NRC constructed a shelter camp and 
completed private houses for DPs in Tuzla including septic tanks. 
EMERGENCY SEWER REPAIRS: These projects respond to emergency 
health threats of sewage contaminating water supplies or 
surfacing in populated areas: 

Novi Travnik: Work will benefit Bosniac and Croat communities as 
the pipeline will run from the upper part of town {Bosniac area) 
to the outlet channelled into the river (Croat area) north of 
town. Blockages in sewer pipes is one of the biggest problem for 
the Croats as replacement of sewer pipes was incomplete when the 
war began, and the 1.5 km gap in the line causes floods of sewage 
in the town center and waste water flooding in houses. 

1) Complete the sewer main through town, 1.5 km long concrete 
pipes 0 500-800 mm, including connections -- $280,000 

2) Construct and connect the outlet via septic tank (preferably 
treatment plant, but not required) -- $230,000 

Vitez and stari Vitez: There is no proper sewer main. The 
system is in very bad condition. Due to war damage, there was 
major destruction and blockage in manholes and grid sections. 
Part of the sewer main is blocked, and sewage is leaking to the 
surface. on both sides there are open ditches with sewage flow. 
In Stari Vitez a sewer pipe empties into an open stream which 
flows through the center of town. overcrowding is significant, 
and rising infection and diseases have been reported. 

1) Urgent repair on 450 m of sewer line 0 500-800 mm -- $50,000 

2) Repair of cess-pits in the villages around Vitez -- $6,500 

3) Reconstruction of 2 km of pipeline 0 500-800 mm -- $265,000 

4) Construction of septic tank -- $220,000 

Gornji Vakuf: Major war damage to the water and sewer systems is 
contaminating the water supply. A proposal for replacement of 
the sewer system including a treatment plant has been worked on 
since 1983. Implementation will benefit both sides. 

1) A 2 km line, 0 500 mm, with connections -- $200,000 

2) Design and construction of septic tank -- $235,000 

Busovaca: There is no proper sewer network. Designs exist for 
handling storm water and sewage and a treatment plant. Cost 
estimates are incomplete, but estimated to cost Sl35,000/krn 
including connections and roadwork (length 1.5 km). 
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GARBAGE AND LANDFILL SITES 

I. NATURE AND SCOPE OF PROBLEM 

Before the war each municipality had an organized service that 
collected refuse and delivered it to landfill sites or temporary 
disposal areas. During the war this service collapsed. Many 
garbage trucks were destroyed by shelling or mines. As the war 
continued, river banks and forests (some close to populated 
areas) became dumping sites as transport became unavailable. 

Larger towns had permanent landfill sites before the war, but 
only Tesanj and Kresevo had properly designed and constructed 
sites. Municipalities which had joint disposal sites before the 
war are today refusing to share facilities. This forces the 
other party to find a temporary solution in its own area. Many 
split municipalities have lost access to trucks and containers. 
All municipalities are short of spares for vehicles and funds for 
maintenance. Several municipalities have no proper landfill 
site. In spite of the seriousness of ignoring proper disposal, 
some authorities have not yet discussed the issue either 
politically or technically. For effective transport there is a 
great need for new truck fleets. Prior to the war, many trucks 
were already in bad condition. Little or no service for nearly 
three years, lack of spare parts and war damage has reduced the 
number of trucks to a minimum. Refuse has been burned in 
containers to such a degree that many have collapsed. These will 
need to be replaced, possibly from the plant at Visoko. 

Present situation by municipality: 

Kreievo: Pre-war site at Tarcin (Ravni Vagin) is on the Bosniac 
side. Kresevo is using Berberusa in Kiseljak. The Tarcin 
landfill is properly constructed and services Kresevo. 

Busovaca: The river bank is used for disposal. Klokoti on the 
Bosniac side should be developed as a joint site. 

Kiseljak: Site is located on the road to Kresevo, 2 1/2 km from 
Kiseljak, and is used together with Kresevo. 

Fojnica: Two landfill sites in the buffer zone have been 
proposed, but no agreement for a joint project has been reached. 

Maglaj: Disposal is at a satisfactory landfill site. 

Gornji Vakuf: At present the garbage site is close to the 
village of Krupa on an inadequate site. Bugojno and Gornji Vakuf 
began construction before the war on a new site between the two 
towns, but work was halted by the war. Refuse is regularly 
dumped in the river Vrbas. 
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Novi Travnik: A temporary site begun twenty years ago is still 
used. There is a proposal for a new site at the border between 
Vitez and Novi Travnik estimated to cost $700,000 which would 
benefit Novi Travnik, Travnik and Vitez/Stari Vitez. 

Teianj: The municipality has an adequate site. More work is 
needed to complete drainage and water supply for fire fighting. 

Travnik: The site is close to a BSA confrontation line and not 
in use. Proposal is a new site in cooperation with Novi Travnik. 

Vares: Disposal site is satisfactory. 

Vitez/Stari Vitez: The site pollutes the Lasva and Krucica 
rivers. One possibility is the proposed Novi Travnik site. 

Zavidovici: The site is temporary and cannot be developed as the 
permanent site because the area is not suitable. No new proposal. 

Zepce: The temporary disposal site lies close to the Bosna 
river. A new site has been proposed 3-4 km outside town. 

II. OPPORTUNITIES FOR JOINT UNDERTAKINGS 

The mixed communities of Vitez, Novi Travnik and Gornji Vakuf 
offer the best opportunities for joint programs. Municipal 
officials have expressed the need to upgrade garbage collection 
services and expressed concern about the improvised nature of 
existing landfill sites. Discussions on this topic were with 
technical personnel; local political agreement to joint projects 
will be required. Both new and used trucks have been supplied on 
a very limited basis by ODA and SEA to three communities, and ODA 
has assisted many communities with spare parts. New vehicles 
cost over $100,000 each; used vehicles are about 1/3 the price. 
The proposed intervention should be a package including vehicles, 
related equipment, trash containers, spare parts, landfill 
construction, protective lining and management assistance from a 
sponsoring NGO. UNPROFOR, as a major source of trash generation, 
has the heavy equipment to assist in landfill construction. The 
implementing NGO would need to negotiate with both sides to 
assure join~ use of equipment and equitable service delivery. 
The security of drivers working in the "other'' side of town would 
have to be assured. Local authorities will have to negotiate 
whether one side will control the equipment and pick up on both 
sides, or whether some shared time arrangement would be 
preferable. In either case, management and maintenance issues 
must be coordinated and overseen by an implementing NGO. A 
package could cost from $25,000-$250,000 depending on the size of 
the town and the current status of service. 
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ROADS, BRIDGES AND RAILWAYS 

I. NATURE AND SCOPE OF PROBLEM 

one of the major casualties of the war is the transportation 
network. Railways and bridges were shelled and roads interdicted 
by Serb forces or by proximity to shelling and/or sniping. The 
collapse of the road and rail networks which began with Serb 
fighting in 1992 was compounded by croat/Bosniac fighting in 
1993. As a result, many Bosniac areas were cut off from the 
outside world for extended periods. A major achievement of the 
Washington agreements was the reopening of land transport. Much 
of the credit goes to UNPROFOR for the physical construction, 
upgrading and maintenance of the road net, swift implementation 
of FOM agreements and the opening of Blue Routes for UNPROFOR and 
humanitarian assistance. Soon thereafter, food and necessity 
prices returned to normal levels after having soared to 10 or 20 
times normal during the blockade. All that has been possible is 
an emergency patchwork which is only minimally passable for heavy 
trucks in some places, particularly in bad weather. With the 
exception of a tiny stretch of cutoff line in Zenica, the rail 
net is inoperative, which places the burden completely on trucks. 
Because of Serb control of some major routes, all traffic must 
use only two routes from the coast: 

Split-Tomislavgrad-Prozor-Gornji Vakuf-Novi Travnik-Zenica or 
Ploce-Tarcin-Kresevo-Kiseljak-Zenica 

North of Zenica, access to Tuzla is notorious for being the 
worst in the country (a dubious distinction also claimed for the 
road in the Maglaj finger to Tesanj). 

Approximately 60-70% of these routes are asphalt roads. The 
balance is newly upgraded forest roads, constructed and widened 
mainly by UNPROFOR engineering units. Maintenance and snow 
cleaning are also UNPROFOR responsibilities on blue routes. 
Funding for these UNPROFOR activities is provided by UNHCR, which 
has forecast serious fund shortages for 1995. 

THE PRESENT SITUATION IN ROAD TRAFFIC: 

1. Mountain roads: Fighting and/or territorial loss interdicted 
some of the main arteries. New routes were constructed (Tarcin
Kresevo; Tomislavgrad-Prozor; Vares-Kladanj). Almost all follow 
old forest roads, and do not meet commercial requirements, and 
are narrow, have inadequate drainage and sharp bends and a 
surface of earth overlay or crushed stone of 10-15 cm. 

2. Traffic through towns: Kresevo, Kiseljak and Prozor have 
major traffic congestion and road damage caused by the number of 
trucks passing through the center of these towns which are on 
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these improvised Blue Routes. The biggest problem is in Kresevo, 
where long vehicles use town streets that are only 3-4 m wide. 
What had been a quiet backwater town is now filled with hundreds 
of trucks per day. There is a similar situation in Kiseljak, 
although slightly better due to wider streets. The lack of 
street cleaning makes the situation worse, particularly during 
summer. A slightly better situation exists in Prozor, Busovaca 
and Vares, but even there traffic greatly exceeds designed 
limits. A great number of traffic accidents and incidents in 
Prozor has led to tensions with UNPROFOR and UNHCR. Convoys are 
now escorted through town by UNPROFOR armored vehicles. 

3. Lack of maintenance: There has been virtually no maintenance 
or reconstruction of asphalt roads for three years. combined 
with the increase in heavy truck traffic, there is a tremendous 
problem with potholes, cracks, landslides and erdsion. An 
example is the asphalt road between Zepce and zavidovici which is 
now in much worse condition than most of the mountain earth paved 
roads which can be smoothed with an UNPROFOR earthgrader. The 
situation around Vares has the same poor asphalt road condition 
combined with a narrow street with two way truck traffic. This 
requires one lane to back up while the other passes by. Vares 
also has a narrow tunnel and a heavy snow problem. 

4. Machines and equipment: Little or no road building and 
maintenance equipment exists in usable shape except that owned by 
UNPROFOR. What had existed was seized by the Serbs, destroyed, 
stolen or worn out ( largE::ly through lack of maintenance) . The 
only asphalt plant in production is in Visoko, and the small 
capacity and limited travel time for hot asphalt makes this a 
serious bottleneck for repairs as well as new construction. 

II. OPPORTUNZTIES FOR JOZNT tTNDERTAKZNGS 

The Blue Route road network is the lifeline for virtually the 
entire population of central and northern Bosnia, as well as 
being the security and logistical umbilical cord of UNPROFOR and 
UNHCR. Both the ARBiH and HVO are dependent on these roads. 
UNPROFOR is responsible for the physical work on the network and 
UNHCR provides funding. 

The team did not look at the transport situation in Mostar or 
Sarajevo, where there are major problems which have been assessed 
by other groups. The team noted key bottlenecks above, and 
prioritizes them: 1) Kresevo; 2) Riseljak; 3) Vares; 4) Prozor. 
In addition, the Rama bridge between Prozor and Jablanica 
sustained serious shell damage and has had its margin of safety 
dangerously reduced. The team also recommends the repair of the 
asphalt plant in Novi Travnik. It is impractical to recommend 
major road construction that is close to Serb contact lines, or 
that substitutes for major highways currently interdicted by Serb 
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forces. There are also a number of smaller high priority · 
projects which are not recommended here because they are: not 
Blue Routes; and/or they are not joint undertakings; and/or they 
are close to Serb lines (e.g., Bugojno-Novi Travnik road, the 
bridge at Begov Han [Zepce-Bosniac] and the bridge at Maglaj). 

The level of damage to the rail system was not examined by the 
team since a major study by IMG and the German Government is 
underway for the Ploce-Sarajevo line. Two small rail projects 
were identified by ODA for the extension of the Zenica line 
through Zepce to Zavidovici. This will reconstruct the station 
in Zepce and repair transformers in Zavidovici. These projects 
are being examined under the OTI/IRC program and will complement 
the much larger ODA effort at restoring the Zenica line. 

III. CONCLUSION 

The donor community needs to recognize the responsibility placed 
on UNPROFOR and UNHCR for the reconstruction and maintenance of 
the blue route system. The sharp increase in commercial and 
personal traffic has increased delays, accidents and injuries. A 
coordinated action and funding plan is needed to prioritize 
projects (such as the town bypasses recommended here) and 
coordinate donor activity. The team recommends the creation of a 
Roads Task Force made up of donors, UNPROFOR, UNHCR and NGOs. It 
would draft plans and meet on a regular basis in field locations 
throughout RBH to monitor progress; coordinate among ongoing and 
planned projects and adjust to meet changing conditions of 
possible war or wider peace. 
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PTT -- TELECOMMUNICATIONS 

I. NATURE AND SCOPE OF PROBLEM 

The dual telephone networks are diverging rapidly. The CRHB 
invested over DMSM during 1994 alone for the provision of 
services exclusively for Croat enclaves in central Bosnia. 

In areas where connection to the Bosniac residents has been 
technically feasible and inexpensive, such as Vitez/stari Vitez, 
Novi Travnik, Uskoplje/Gornji Vakuf, the CRHB seqreqation policy 
has resulted in the denial of services to neighboring Bosniacs. 

There is no movement to es~ablish a unified or Federal telephone 
authority. The CRHB has expropriated RBH assets, while RBH is 
powerless to prevent it. There are no options, at present, for 
donor investment in joint ventures or integrated services in PTT. 

Although there are reports of local technical cooperation in 
repairing aerial lines and restoring basic service within a 
divided community, there is little collaboration. The respective 
PTT companies operate in virtual isolation of one another. 

The RBH telephone company is limited in restoration of services 
and development of improvised links. Essentially its only work 
has been temporary or improvised solutions, constrained by a lack 
of financial and technical resources. However, with assistance 
from IMG, the RBH should have a wireless connection from Tuzla to 
the international community by late spring 1995. This will not, 
however, improve service in-country. 

The exclusionary supply of telephone connections to Croat 
communities is an especially powerful indication of the CRHB's 
determination to provide incentives to ethnic Croats to remain in 
HVO territory. In addition to better services and salaries, the 
CRHB provides the majority of the population in its territory 
access to international telephone links. These steps also 
indicate an intention to generate revenue. 

PRE-WAR SYSTEM 

The pre-war network was an outdated analog system, with a few 
municipalities upgraded to digital networks. Most towns and 
cities were connected by underground cable, with local aerial 
cables. Major towns were switching centers for their region: 
Tuzla, Zenica, Mostar, Banja Luka then funneled through Sarajevo, 
which maintained a wireless radio relay link with Belgrade and 
the international community. The telephone system was managed by 
the state, which clearly did not invest a large percentage of 
profit earned from PTT services into modernization. 
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I1EVEL OF DAMAGE 

The effects of conflict have been serious, but not catastrophic. 
Worst affected are the aerial lines near confrontation lines. 
Underground cables connecting cities are relatively undamaged. 
Damage to switching centers was relatively minimal. Most towns 
have been able to maintain telephone links in central and 
northern Bosnia and Sarajevo. The most substantial damage caused 
by HVO-ARBiH fighting is found in the following locations: 

Fojnica: PTT building and switching center partially destroyed. 
still operational at basic level. 

Gornji Vakuf: PTT building situated on ARBiH side of city. 
Building and all switching center equipment destroyed. 

Bilalovac: (ARBiH controlled part of Kiseljak municipality) 
switching center badly damaged during conflict. 

Damage caused during the conflicts with BSA: 

Tesanka: (Tesanj municipality) switching center darnuged. 

Novi Seher: (Former Maglaj municipality, now under Zepce) 
switching center stolen by BSA. 

Maglaj: PTT building damaged, modern digital system intact. 

Zavidovici: PTT building damaged, switching center damaged. 

ISOLATED DEVELOPMENT AND MODERNIZATION OF SYSTEMS 

Croat enclaves are receiving substantial investments from the 
CRHB for the repair and modernization of telephone networks. 
Investments and improvements are moving at an accelerated pace. 
Already the communities of Vitez, Novi Travnik, Busovaca, 
Kiseljak and Zepte ~ave wireless ~adio links with Mostar-Split, 
or with Croatia direct. International connections have also been 
established and are provided to 80% of the Croat population in 
the enclaves. Croat pockets have been supplied with equipment to 
ensure wireless links with a hub in Kiseljak. According to the 
CRHB telecommunications coordinator for Central Bosnia, over 
OMS.SM have been invested to develop modern switching and 
transmission services in Croat enclaves. 

Although these investments are positive steps of reconstruction, 
they are dedicated to Croats and do not benefit Bosniacs. This 
is explicit in Vitez, Novi Travnik and Gornji Vakuf where Bosniac 
hJuses, a block apart from Croat neighbors, are not connected. 
In the Maglaj finger, Croats in Zepce have secured a link with 
Croatia to the north with radio relay transmission. Further 
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north, the small but vigorous Croat community located in a sliver 
of land to the north of Tesanj is expecting equipment to link 
with Zepce and c coatia. This is a stark example of the CRHB 
policy to sever its former interdependence. Only 4,ooo Croats 
living north of the Usura river will benefit from the new 
wireless transmitter, and while it would be a relatively simple 
task to connect the Bosniac community in the nearby town of 
Tesanj, there is no intention of doing so. Such determination to 
develop a separate telephone system is consistent with the 
strategy of extending and consolidating CRHB institutions into 
the Croat pockets. An additional incentive for this investment 
is future revenue generation. The distribution networks were 
installed before the war, and customers pay rates comparable to 
those in Croatia. Potential profits are high. 

THE BOSNIAC SYSTEM 

The Bosniac community in central Bosnia does not have much 
investment or support from Sarajevo. Telephones are pre-war and 
most existing systems need repair, modernization and connection 
to a new network. Some international links are available from 
Tuzla and Zenica along pre-war land cables through Croatia. This 
service has been improving since Federation but is only available 
to businesses and individuals able to pay a DM1000 deposit. 

The most positive development for the RBH is a DM3M investment by 
IMG in a wireless link station. These facilities will be in Tuzla 
and link with Hungary, thus providing an independent link to the 
international community. This new station (expected late spring) 
will service all the main Bosniac cities, including Sarajevo, 
once wireless link stations are installed. 

ON THE QUESTION OF INTEGRATION 

Although the CRHB's rapid development of improved communication 
services has been exclusively for Croat communities, the CRHB PTT 
representative for Central Bosnia proposed service to the RBH 
with a view to eventual integration. The technical issues could 
be readily resolved -- the political issues remain stymied. 

STRATEGY/RECOMMENDATIONS 

There are no joint projects at the local level. Major donors 
should encourage a unified Federal system. 

POSTAL SERVICES 

A postal service operates within Croat areas, integrated with 
Croatia's system. Travnik and Bugojno use this service which is 
centered in Kiseljak. Bosniac areas have no postal system. 
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ELECTRIC POWER SUPPLY 

J:. NATURE AND SCOPE OF PROBLEM 

Total electric power production available within the Federation 
reportedly varies between 10-25% of capacity. Two sets of 
reasons are given for this drastic curt.ailment -- technical and 
political. some of the technical reasons are war-related while 
others are long-standing problems (e.g., lack' of maintenance, 
repair and replacement of turbines). The war added shortages of 
coal due to large-scale conscription of miners; loss of critical 
expertise; damage to power lines, pylons and transformers; and 
the difficulty of access to sections of the grid because of 
front-line proximity, mine fields or Serb interdiction. 

Political factors include: 

a) the RBH/CRHB agreements about power distribution and control 
of power stations and water resources related to hydropower; and 

b) the reported export of power to the Dalmatian coast of Croatia 
(which had its normal supply curtailed by Krajina Serb 
interdiction of power lines). This arrangement allegedly is a 
means of earning foreign exchange and/or repaying Croatia for 
major turbine rehabilitation at the Jablanica dam. 

These complex subjects fell outside the scope of the OTI study. 
Nonetheless, the consumption pattern was apparent. Croat areas 
get the power they currently require on a 24 hour /day basis while 
the larger Bosniac ar~a is subsisting on emergency rations of 
power. Unofficial but well informed sources indicate that there 
is sufficient excess power available in Croat areas to allow a 
limited resumption of industry, while the Bosniac areas do not 
receive sufficient power for even basic household lighting and 
heating on a full time basis. It is clear that before any donor 
invests in rehabilitation of the electric production and/or 
distribution systems, it will need a firm understanding of the 
political as well as technical issues involved. 

Despite these obstacles, power is now available (at least on an 
emergency level) to 95% of the arec of the Federation. ODA has 
taken the lead in restoring electric distribution, working with 
both sides in a professional manner with little or no political 
difficulty at the local level. ODA (along with virtually every 
other donor/NGO including UNHCR) has had difficulties with the 
CRHB customs officials. ODA (again, along with virtually every 
other donor/NGO) has agreed to CRHB extortion. Projects in the 
CRHB are the price for allowing materials to pass for projects in 
Sarajevo, Tuzla or zenica. ODA has done a remarkable job in 
restoring emergency level power, but reconstruction or major 
upgrading is not within ODA's budget or mandate. 
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While local municipalities each have separate electric utilities 
(including duplicate utilities in split communities), the 
restoration of the power grid was a joint undertaking and 
represented (along with water supplies) one of the first tests of 
Croat/Bosniac peace. Water and power are the subjects which 
brought the sides together at the local level, but there is a 
difference at the national level. water is an almost totally 
local issue with little national political involvement, while the 
political struggle over power is intensely fought at the national 
level. Unlike water where both the source and distribution are 
local, the municipalities have no control of the production of 
power and cannot control the supply they receive, but merely 
manage its local distribution. There was no viable option 
available to municipalities; if there were no cooperation on 
repair of the grid, neither side received power. The team's 
assessment of the electric power system was limited to the local 
and subregional distribution networks. 

The following table lists needs expressed by local engineers. 
Some had done detailed surveys while others had little data. The 
municipalities for which no data is available have similar needs: 

Municipality # 10/0.4 kv 10 kv network 0.4 kv network 
transformers destroyed (km) destroyed (km) 

Travnik 15, 5 urgent 24 NA 

Novi Travnik 7 urgent 6.8 2.6 

Vitez B urgent 6 12 -
Kiseljak 4 1.9 .9 

Kresevo 3 .9 1. 6 

Fojnica 20, 4 urgent 3.9 NA 

Vares 38, 7 urgent 18 NA 

Tesanj 24 NA NA 

Maglaj 44 NA NA 

Zepce 24 5.5 NA 

zavidovici 4 urgent 2.5 3 

Gornji Vakuf 28 NA NA 

Busovaca NA NA NA . The team strongly urges any potential donor/NGO to consult ODA 
and IMG regarding their studies prior to taking any action in the 
electric distribution sector. 
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LOCAL PROBLEMS 

The recurrent problems presented by municipal representatives on 
both Croat and Bosniac sides were war related damage to high and 
low voltage distribution lines, damage caused to high and low 
voltage transformers and, from the Bosniac side, the rationing 
of power. The high voltage lines are vital to transmit 
electricity from power plants to transformer stations which 
reduce voltage and distribute power to local communities through 
the low voltage network. Damage to high voltage lines or 
transformers is a regional problem which affects several 
communities at the receiving end of the damaged line/transformer. 
Damage to low voltage networks or transformers is a local issue, 
affecting the individual town or village served by the 
transformer or distribution cable. 

Almost all localities within central Bosnia are now connected to 
the national grid. Most towns and villages have restored the 
majority of their distribution systems and/or transformer units. 
However, these have generally been improvised solutions, enabling 
people to enjoy, at least, a minimum supply for 24 hours. While 
a complete reconstruction of damaged networks is not feasible due 
to political and military disputes, local repairs can be 
implemented to improve power distribution and prevent overloads 
and breakdowns. ODA has repaired or replaced many high and low 
voltage transformers and intend to continue, having developed 
extensive knowledge of the priorities in the region. 

CONCLUSION 

The myriad technical, political and economic issues in the 
electric power generation and distribution systems present 
daunting challenges to any would-be donor. The studies being 
conducted by IMG and ODA will be pieces of the answer, but until 
there is a clearly stated political agreement between RBH, CRHB 
and Croatia, investment in this sector will remain problematic. 
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SHELTER AND HOUSING 

ACCOMMODATION FOR DPs IN CENTRAL BOSNIA 

The civil conflict in central Bosnia during 1993 and early 1994 
had a devastating effect on every aspect of so~iety. The 
territory which formerly consisted of ethnically mixed 
communities is now almost completely divided along Bosniac/Croat 
lines. Tens of thousands of people have been displaced, and both 
private and public housing facilities have suffered extensive 
damage. There are many complex issues relating to the return of 
DPs and the associated rehabilitation of the region which are 
analyzed in more detail in the DP section of this report. 

An estimated 20,000 houses and apartments (private and public) 
were partially or wholly destroyed. Materials for rehabilitation 
and reconstruction will cost an estimated $100 million. That 
does not take into account the extensive financial commitment 
required to rebuild the economic base of the region. 

Although the return of DPs is constrained by political and social 
constraints discussed elsewhere in this paper, there are three 
options for return of DPs which could be undertaken in the near 

·future, prior to Federation-wide resolution of the DP issue: 

*Reconstruction of "buffer zones", which currently divide 
communities, and the subsequent return of DPs to their homes; 

* There are pilot villages proposed by local authorities 
through UNPROFOR-mediated commissions, that would enable 
return of DPs to villages across former confrontation lines; 

* Repairs to burned houses on both sides of the lines, 
enabling the return of DPs within their own ethnic area. 

The aim of this report is to analyze the level of damage to 
housing; describe constraints facing potential returnees and 
assess the role of the donor community in the reconstruction 
process. A conclusion contains recommendations for assistance 
programs under current circumstances, and in the event of 
Federation-wide agreement on the return of DPs. 

~ EXTENT OF DAMAGE TO HOUSING 

The conflict caused extensive damage to both public and private 
housing throughout Federation territory. This is painfully 
evident in former confrontation areas such as Mostar, Gornji 
Vakuf, Vitez, Novi TravniY., Zepce, Maglaj, Fojnica and Busovaca. 
Ethnic cleansing by both sides resulted in the razing of dozens 
of villages. over 7,000 houses remain as burned out shells, with 
many former owners now resident on the other side of the line. A 
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further 10-12,000 houses were slightly or completely damaged. 
An IMG team of 25 architects is currently assessing housing in 
the war-affected areas of the Federation territory. Begun in 
January 1995, the study is expected to be completed in April. It 
will contain extensive data, by community, on the scope and 
nature of damage and the estimated costs of repair. 

A summary of damage is broken into four categories: 

1. Minor damage: this includes partial damage to roofs, broken 
doors and windows and damaged walls, usually caused by small 
artillery or extensive small arms fire. These houses are 
generally inhabited. Minor repairs can be made by inhabitants to 
seal the roof, windows and rehabilitate other basic features. 
However, many families inhabiting such houses lack the resources 
to undertake repairs and hence continue to live in poor 
conditions. Leaking roofs, broken windows and faulty water 
installations are commonplace. Estimated cost per house: $2,000 

2. Looting: Many houses near confrontation lines were evacuated 
but remained untouched. If these houses were not occupied by 
DPs, they were looted by thieves or by DPs in search of scarce 
materials to repair their homes. These houses could be renovated 
quickly by returnees themselves, but cannot be inhabited in their 
present condition. Estimated cost per house: $2,500 

3. Damage by fire: combat-related fire and arson, deliberate 
instruments of ethnic cleansing, completely gutted many houses, 
destroying all woodwork, roof structure, flooring and internal 
wiring systems. Although these houses appear to be mere shells, 
with only internal and external walls remaining, a great number 
can be reconstructed with relatively minimal investment. These 
houses require new roofs, doors, windows and flooring which can 
all be locally constructed. Other essential materials are roof 
tiles, internal electrical and sanitary installations. Estimated 
cost per house: $3,000-$6,000 

4. Completely destroyed: these are houses that were directly hit 
by large artillery rounds, dynamited from inside, and/or burned 
from within. The ruins are generally dangerous and should be 
demolished. Some families wish to return to their village and 
rebuild on the site of their former home, and could be supported 
in so doing. Estimated cost per house: $15,000 

Homes along the BSA confrontation line are almost all seriously 
damaged or destroyed. The level of damage and assessment of 
estimated reconstruction budgets will require regional peace and 
extended analysis. In certain locations such as Zavidovici and 
Maglaj, war damage has been compounded by joint BSA and HVO 
bombardment of urban and rural areas. Damage to housing and 
industrial areas in these locations is extensive. Gornji Vakuf, 
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Vitez and Novi Travnik were heavily damaged during the conflict. 
Substantial investment for reconstruction is required on both 
sides. Tension remains high and the possibility for a joint 
community in the near future is minimal. Nonetheless there is 
scope for a reconstruction venture which would benefit both sides 
and bring with it an atmosphere of recovery and revitalization. 

Municipality Minor damage Burned by fire Destroyed 

Travnik 700 600 soo 

Novi Travnik 200 41 flats No info 
Bosniac 20 houses est. 30 

Novi Travnik 200 200 flats No info 
Croat SO houses est. 30 

St Vitez ( B) 900 BSO 200 

Vitez - Croat 800 600 130 

Fojnicri ( B) 296 197 47 

Fojnica (C) 142 60 42 

Kresevo 37 64 S4 

Kiseljak est. lSO S3 4S6 

Tesanj soo - 800 50 - 80 100 - 150 

Maglaj 2,667 3SO, 11 flats 200 

zepce - Croat No info. 700 Bosniac No info. 
est. lSO houses est. 20 

Zavidovici 1,220 400 200 

Vares No info soo Croat, 100 so Stupni Do + 
est. lSO Bosniac houses; so Mir 

300 flats 

Busovaca 400 so - 60 30 

Bilalovac No info 73 Bosniac so Bosniac 
so - 80 Sl Croat 34 Croat 

Uskoplje - Croat 600 Croat S28 Croat est. 200 - 300 
320 Bosniac 390 Bosniac 

Gornji Vakuf . 991 Bosniac S62 Bosniac est. 400 - soo 
Bosniac 221 Croat 62S Croat 

TOTAL 10,814 7,SlS 2,673 

TOTAL HOUSES UNDER BRIEF OVERVIEW AND ESTIMATE: 20,000 
(Information was provided by municipal representatives and should be verified 
against the IMG analysis and other analyses). 
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CONSTRAINTS FACING PROSPECTIVE RETURNEES 

The reconstruction of private housing will be a relatively 
straightforward, if costly process. Burned houses will need to 
be re-roofed, internally renovated and the village or town 
infrastructure restored. However, the return of DPs to their 
homes in the "other" ethnic territory is currently blocked by 
political disputes, provision of security and access to services 
and facilities. In addition, people are constrained from 
returning to damaged houses in their "own:• a:::-ca by u lack of 
resources. There are instances where both Croats and Bosniacs 
have begun returning to their damaged homes in their own 
territory: Fojnica, Travnik, Novi Travnik, zavidovici, Vares and 
Gornji Vakuf. Two principal factors limit this process: 

1. Finance -- There is very little employment, especially in 
Bosniac areas. Virtually the only money circulating is 
derived from commerce and remittances and wages paid to 
employees of international relief agencies (although in rural 
areas this is very rare). There is widespread dependence on 
humanitarian aid. Thus the level of spontaneous return is 
considerably restricted as it remains economically nonviable. 
The situation is somewhat different in the Croat areas where 
salaries are paid. For example, the Croats in Kiseljak have 
been able to afford reconstruction of their burned houses. 

2. Material -- Finished building materials are not readily 
available to local people, although raw materials are 
available on both sides of the line. Some materials, such as 
roof tiles, must be imported from Croatia or Slovenia 
(building suppliers are also reportedly selling used tiles 
from looted houses). Other materials are available at 
inflated prices. Local people do not have access to 
materials through international humanitarian organizations. 

Clearly the solution to the wider economic crisis lies in major 
investment schemes, which, in turn, await regional peace. Until 
su~h time, the large majority of adults will remain unemployed 
and incapable of investing in even basic preventive repairs to 
houses, particularly in Bosniac areas. Bosniac and Croat 
municipalities alike are presently incapable of organizing 
community-based renovation. Useful building materials languish 
in warehouses, awaiting prospective purchasers, while desperate 
and homeless returnees loot abandoned homes for materials. 

STRATEGY -- OPTIONS FOR THE RETURN OF DPs 

The sheer level of reconstruction required for private housing 
alone is colossal. While the repair of abandoned villages and 
homes on the contact line remains blocked by social and political 
obstacles, there are three options that can be pursued to promote 
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return of DPs and the rehabilitation of housing. 

Any discussion of possible return to abandoned housing must 
include a caveat to donors concerning ownership issues. The 
options discussed below are based on the return of the legal 
owner to his{her own unoccupied house -- the easiest set of 
variables. There are many houses that are now occupied by other 
DPs, including large numbers from Serb-held areas who cannot 
return to their own homes. There are flats in apartment blocks 
which were owned by the municipality or a factory, where the 
ownership rights of individual families are unclear. There are 
ex-Serb houses or villages which are now occupied by Bosniac or 
Croat DPs and where ownership is unclear. Some municipalities 
claim ownership of ~bandoned houses, although the legal basis for 
this is questionable. Finally, there is the problem of lost and 
destroyed records and owners who are dead or whose whereabouts 
are unknown. This tangled knot of ownership issues is presented 
here as a caveat to donors/NGOs, some of whom have already found 
themselves in the middle of ownership disputes. 

OPTION 1: REPOPULATION OF BUFFER ZONES 

The most viable option for return of DPs at the present time is 
the repair of unoccupied houses which were burned or partially 
damaged/looted in or around the former confrontation lines, or 
"buffer zones". Under the terms of the ceasefire and subsequent 
Federation accord, both factions' armed forces were to withdraw 
by two kilometers each. This created, in effect, a "no mans 
land" between both sides, over which neither had jurisdiction. 

Buffer zones differ in configuration. Some are two or three km. 
long, with separate checkpoints at each end, as in Fojnica or 
Busovaca. Others are no wider than 500 m, as in Travnik and 
Vitez, where a single checkpoint is manned by both police forces. 
Both of these alternatives provide scope for positive return 
schemes at the local level. Perhaps more importantly, both can 
be implemented without prior regional or federal agreement. 

The first alternative is the marginal buffer zone which due to 
intense military conflict requires substantial reconstruction. 
Although buffer zones frequently do not offer the level of 
security favored by prospective returnees, they are in the 
vicinity of their ethnic community. In some cases, this alone 
apparently has been enough to encourage a token number of 
families to return in recent months, most noticeably near Fojnica 
and in Vitez. 

By their very nature, buffer zones are seen as unsafe possible 
future "flash points" since they were the site of intense prior 
fighting. However, the resolve of a small number of families who 
considered the risk factor before returning demonstrates that 
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such a stigma related to buffer zones can be incorrect. In Novi 
Travnik a Bosniac couple decided to return to their home on the 
Croat side of a marginal buffer zone. Their house had not been 
burned, but some looting had taken place and would have continued 
unabated had they not returned. During an interview, this couple 
described how they had not been abused by nearby Croats and did 
not foresee escalation into renewed hostilities in the town. A 
nearby house, they explained, had been inhabited throughout the 
conflict by a Serb family. They simply had nowhere else to go 
and were not targets in the aggression. 

Local authorities also concur with plans to rehabilitate buffer 
zones, with the exception of Maglaj and Zepce, where the hotly 
contested issue of municipal boundary expansion by Zepce has 
politicized the buffer zone itself. However, municipal officials 
in Travnik, Vitez, Fojnica, Busovaca, Novi Travnik and Gornji 
Vakuf requested assistance in buffer zones. 

The majority of these homes have suffered substantial damage, 
therefore the extent of return has been limited to houses with 
marginal or no damage, and to families assisted by an NGO 
involved in such renovation schemes. An example'is Stari Vitez 
(a marginal buffer zone) where DRC-supplied materials enabled 
Bosniac returnees to repair 30 homes. 

These projects have a number of positive effects: 

* they effectively reduce the size of the buffer zones 
bringing both communities physically closer together; 

* such examples have encouraged people on both sides to take 
similar proactive steps towards rehabilitation and a return 
to normal life. When one ethnic group starts to repopulate a 
buffer zone, it implies that the reconstruction phase has 
started and the other group can also start returning; 

*they demonstrate to authorities and politicians that a 
number of people from both communities are able and willing 
to return to areas closer to the other side. 

These reconstruction projects have been supported by IRC, NPA, 
DRC, SEA, UMCOR, and CARITAS). They have generally identified 
areas where return is presently feasible for the actual home 
owners, irrespective of the political implications. Within this 
context, many of the organizations have supplied materials for 
repair, aiming to provide basic shelter for displaced people 
within their own ethnic community. A number of these projects 
have included houses in the buffer zone areas. In general 
results have been positive. 

The second alternative are wider buffer zones which can contain 
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complete villages within them. In some instances people have 
started to return home, mainly where their houses were not overly 
damaged. In the village of Citevo in the municipality of 
Fojnica, for example, 10 Croat families returned to undertake 
minor repairs to their homes, while several Bosniac families also 
returned (or had simply remained throughout the war). 

A buff er zone reconstruction program could be implemented in 
several formerly mixed areas which are now manned by mixed 
checkpoints, some of which have an UNPROFOR observation post: 
Travnik/Putecevo (60-100 houses); Vitez/Stari Vitez (40-60); Novi 
Travnik (30-50); Busovaca/Kacuni (10-15); Fojnica/Citevo (80-
100); Maglaj/Zepce (40-60). The cost per house for repairs is 
estimated to be $6,000, which would total $1.6-2.3M for the 260-
385 houses in this category. These figures are only a rough 
guide. More in-depth research would be required in the field by 
the implementing organization. The IMG study will provide a far 
better picture of precise levels of damage. 

This number of houses does not present a solution to the much 
larger problem of DPs, but it is a beginning which could 
encourage both sides to move forward on the issue at the local 
level -- and possibly also at the Federation level. 

In a joint Croat-Bosniac meeting in Fojnica, authorities stated 
that they had assessed villages where further return could be 
achieved through agreements whereby the buffer zone could be 
further repopulated and the area of mixed jurisdiction expanded. 

The ''joint commission of Fojnica" proposed an additional 80 
houses for reconstruction, which if encouraged with assistance 
from an international organization could stimulate similar 
progress in other areas. If encouraged by donor funding, NGOs 
could intervene when openings of this kind appear. They could 
inform municipalities of their intention to finance materials 
both for reconstruction of buffer zones and pilot reciprocal 
exchange projects involving villages from both sides. In either 
case, it would be essential that local authorities first 
demonstrate that reliable local agreements had been reached. 

OPTION 2 - PARALLEL REHABILITATION 

There are many DPs whose houses remain on the territory of their 
own ethnic group. These DPs can physically reoccupy their houses 
now, but cannot afford to do so. Although such movements would 
not directly benefit reconciliation, it could have benefits: 

*When the process of reconstruction starts in a community, 
it creates an important psychological boost to the area. 
Houses could be rebuilt for returnees on both sides; 
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* Local industry benefits, especially small scale building 
materials; timber for doors, windows and roofs can be 
delivered to local workshops enabling them to work again. 
Tradesmen and skilled workers are required to assist in 
various phases of reconstruction; 

* The provision of housing is an urgent need throughout the 
region. By enabling people to return home within their own 
ethnic community, the process of the return of DPs from the 
other ethnic area may become more acceptable. 

This type of reconstruction for more than 2,000 houses could be 
done in a number of municipalities in Central Bosnia, Maglaj 
finger and the Tuzla region for both Croat and Bosniac 
communities: Novi Travnik; Fojnica; Vitez/Stari Vitez; 
Busovaca/Kacuni; Maglaj/Zepce and Gornji Vakuf /Uskoplje. 

Assurances would have to be provided by local authorities of 
returnee ownership. Such a program would provide housing for 
approximately 10,000 people. This would, in turn, simultaneously 
relieve pressures in the areas where these DPs currently reside. 
The cost per house for repairs is estimated to be $6,000, which 
would total $12M for the 2,000 houses in this category. 

OPTION 3 -- UNPROFOR pilot schemes 

As part of a comprehensive program to assist the process of peace 
and reconciliation, UNPROFOR has created a forum for joint 
Bosniac and Croat negotiations on issues blocking the development 
of the Federation. The Civil Executive committee has as one of 
its goals the identification of villages where DP exchanges could 
be initiated. Although the parties seem hesitant to progress on 
this controversial issue, they have agreed to a pilot scheme for 
two villages, which would serve as a model for replication. 

Related material production 

The supply of building materials in central Bosnia is limited. 
Any reconstruction program should take into account the need to 
import affordable equipment to enable local production and 
decrease dependence on products from Croatia or other countries. 
The introduction of two machines would be particularly useful. 

Roof tiles: A tile machine could be included in a shelter 
program as a joint venture: the machine on the Bosniac side 
while sand would be pur.chased on the Croat side. Cement would be 
purchased in Kakanj or Split. Minimum production capacity should 
be 4,000 tiles/day. A factory or workshop could be modified to 
handle production including steel racks and a steam room. The 
cost is $150,000 for a machine with minimum capacity. 
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Roof truss machine: Wooden roofs are now made according to the 
classic method which uses over 10 cubic meters of wood per house. 
A roof truss machine is simple technology, utilizing a 20 MT 
hammer to force a metal clip (gang nail) to join sections of the 
roof construction. The result is the use of 50% of the wood 
normally used at a cost reduction of 40% on standard roofs. The 
cost of the machine is $100,000. 

A feasible and practical way to proceed with installing such 
machinery is to identify a suitable workshop or factory with 
sufficient space. In Stari Vitez a space exists which could be 
modified to meet the needs of the tile machine. Cement could be 
bought in Kakanj, 50 Km to the east, while sand (constituting 10% 
of each tile) could come from Nova Bila, 5 Km to the west. 
Reliable power would also be required. 

It would be advisable to install the roof truss machine on the 
Croat side where machinery and workshops for carpentry and 
related works already exist. Wood, on the other hand, comes from 
areas under Bosniac control nearby. 

The NGO should develop a firm contract with each partner, whereby 
the machine remains the property of the NGO until such time that 
materials worth the price of the machine have been delivered. If 
the company requires initial financial input or ongoing costs 
such as salaries etc., these costs should be capitalized and 
repaid in the form of finished products. 

ORGANIZATIONS IN THE FIELD 

There are a number of NGOs in the shelter field, the most 
prominent of which are: 

Norweqian Peoples Aid on behalf of the Norwegian Government, NPA 
'has focused on shelter issues since late 1992. Its original 
scope was to construct pre-fabricated houses, imported from 
Norway, for accommodation of DPs from Serb-held territory. These 
"refugee villages" provide accommodation for approximately 2,500 
DPs. NPA is also charged with managing the village, which they 
couple with a psycho/social program for displaced women. NPA has 
also been involved in the supply of materials to returnees to 
repair their burned houses. Some 300 houses have been repaired in 
Maglaj, Tesanj, Fojnica and Travnik. NPA funding is from UNHCR 
and the Norwegian Government. 

Danish Refugee Council On behalf of the Danish Government, DRC 
has been operational since late 1992, in similar pre-fabricated 
housing schemes focused around Jablanica. DRC is involved in 
rehabilitation of schools, war-damaged apartments, clinics and 
private war-damaged houses iD Gornji Vakuf, Travnik, Vitez, stari 
Vitez, Busovaca, Zenica and Zepce. DRC policy has been to supply 
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building materials to returnees, and pay some contractor costs 
for reconstruction works to larger buildings. DRC has also been 
involved in repairing abandoned Serb houses to accommodate DPs. 
DRC funding is from UNHCR, the Danish Government, and !MG/ECHO. 

Scottish European Aid SEA focused its shelter projects in the 
Tuzla region since early 1993. SEA pioneered the formula of 
supplying materials to returnees to rebuild their homes. over 
300 houses around the BSA confrontation line have been repaired. 
An entire village destroyed by withdrawing BSA forces has been 
repopulated. During 1993, SEA imported and installed a concrete 
roof tile machine in Tuzla which has enabled its shelter program 
to proceed smoothly. An additional machine, purchased with Soros 
funds in 1994, tripled capacity. SEA funding is from UNHCR, 
Soros Foundation, IMG, Steicteling Vleuteling. 

United Methodist Church organization for Relief UMCOR has 
undertaken projects in Zenica since late 1993. Its projects 
focus on providing accommodation for DPs in semi-completed 
apartment blocks and repairs to damaged housing. It has been 
operational in Gornji Vakuf since summer 1994 where it supplied 
materials to repair 100 houses which had less than 50% damage. 
UMCOR funding is from its own funds, OFDA and UNHCR. 

International Rescue Committee IRC has maintained a multisectoral 
approach in RBH since 1992. At that time !RC maintained 
collective centers, and supplied stoves, fuel and other 
materials. It has since contracted repairs to hospitals and 
clinics. More recently IRC supplied materials to enable DPs to 
repair damaged homes in Vitez and Fojnica. IRC funding is from 
OFDA, UNHCR Steicteling Vleuteling. 
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MAJOR FI:NDINGS 

I. A dual banking system is functioning in Federation territory. 
The scope and depth of services is far superior in Croat areas. 
To an unknown extent, illicit trade underpins the revitalization 
of the banking system. 

II. Bosnian Croats and Croatian Government Officials dominate 
trading ·activity and customs revenues through control over 
traffic into Bosnia. 

III. Bosnian Croat dominance of entry points, combined with the 
comparative advantages of functioning banks, ability to travel 
outside Bosnia and access to government administrative support, 
is widening Croat/Bosniac disparities and progressively 
marginalizing Bosniac economic activity. Unchecked, this trend 
will aggravate ethnic tensions. Croat enclaves could easily 
become targets of retaliatory actions. 

IV. To a limited degree, private businessmen appear to bridge 
ethnic barriers for financial gain. 

V. In general, state-owned firms appear woefully ill-equipped to 
overcome the multiple constraints imposed by war and the prior 
command economy. A study of medium-scale export-oriented firms 
is recommended, as a preliminary means of identifying those firms 
which might contributa to future, post-war recovery. 
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I. A dual banking system is functioning in Federation territory. 
The scope and depth of services is far superior in Croat areas. 
To an unknown extent, illicit trade underpins the revitalization 
of the bankinq system. 

While some banks and numerous agencies have been closed or 
destroyed because of the war and economic upheaval, parallel 
services are available in most Bosniac and Croat areas. Basic 
services include the payments of remittances and the transfer of 
funds. Beyond these basic services, banks vary widely in their 
ability to service customers' needs. Undoubtedly, black market 
activities, arms trading and other forms of war-profiteering 
contribute to the revitalization of the banking system. 

Bosniac State Banks generally pay remittances and occasionally 
transfer funds. Businessmen reportedly do not trust banks, are 
unwilling to use the limited services banks offer, and prefer to 
carry cash on their person. An interest rate of 4% per annum is 
paid on deposits but few people appear willing to save. Fees are 
high and service slow. The cost of international funds transfer 
is 1-2% and can take up to seven days. Receipt of remittances 
costs 5% of the remittance. Interest on loans varies from 4-
6%/month over a six-month term to 9%/month over a one-month term. 
Access to such loans, even at these relatively high rates, is 
typically quite difficult. [case 15) 

Operationally, Bosniac state banks consider banks in Croat areas 
to be "foreign". If a trader at the Commercial Bank of Zenica 
wants to transfer funds to a supplier in Vitez, he must, at a 
minimum, transfer funds to a German bank which then transfers the 
funds to a Croatian bank which then transfers them to a Mostar 
bank which notifies its agency in Vitez to make payment. 

Bosniac Banks have been relieved of any duties to control foreign 
exchange, which has been transferred to the Governmental Auditing 
Service, GAS. (case 12) The GAS has imposed strict regulations: 
all businesses are to deposit cash balances at the end of each 
day with the GAS and limit withdrawals to DM l,OOO/day in hard 
and soft currencies. Firms claim to comply with these 
regulations to some extent. 

Croat "State" Banks offer a broader variety of services and are 
more efficient than their Bosniac counterparts. Croat banks 
engender enough trust and provide sufficient service to attract 
the business community (1,910 accounts at the Prozor Branch of 
Hrvatska Bank of Mostar [HBddM] since it opened in July 1994. As 
yet savings appear minimal. The interest rate on deposits is 7%, 
and 9% on fixed deposits. [case 16) Receipt of remittances is 
free at HBddM. International funds transfer takes five days at 
.7%, and local transfers take two days at a charge of .3%. Loans 
are for an initial three-month period, with the option to extend 
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to one year. These loans are provided at 1.s-1.7%/month. [case 
15) Although still difficult to obtain, short-term loans are 
more readily available in Croat banks. 

Long-term loans for the reconstruction of property are also 
offered to qualified borrowers. In order to qualify for a long
term loan for home repair, the client must first save an amount 
equal to 10% of the price of the loan (this may be withdrawn 
after six months). Additionally, if he requires, for example, a 
DM 30,000 loan then he must put a deposit of OM 10,000 down (for 
which the bank will pay interest of 7%). The recipient would pay 
a fixed interest rate of 11% on the OM 30,000 (APR 12%+). 
Interest and payments on principal are collected monthly. 

The HBddM was formed in 1992 when Croatian state banks (Zagreb 
Bank being the largest contributor) and state firms contributed 
80% of start-up capital. The 20% balance was contributed by 
"state'' firms located in Mostar. The HBddM has been expanding 
rapidly since it was founded. It currently has 17 agencies in 
Croat-controlled areas of Bosnia, with accounts in Switzerland, 
Austria, Germany and Slovenia. Accounts in Croatia are not 
considered foreign. The HBddM has access to the SWIFT net via 
the Zagreb bank which gives it a 50%.·reduction in transfer fees. 

Private banks are being formed. 

Interviews were conducted at private banks in Zenica and 
Kiseljak. Both were formed during the Bosniac/Croat conflict, 
both are just beginning to offer limited services, and both, to 
some degree, operate outside prescribed norms. Ironically, much 
of the impetus towards forming these banks is the distrust which 
businessmen feel for banks (state-owned, in particular) and the 
resulting perception that a market for services exists. 

Hippo Bank Zenica in Bosniac-controlled Territory is the only 
bank operating in Bosnia which links state banks on the Bosniac 
side with ''state" banks on the Croat side, according to its 
director, Zubcevic Smail. [case 14) Hippo Bank has an account 
with HBddM and transfers to, and receives funds from, any of the 
17 HBddM agencies. Hippo Bank also uses HBddM to transfer funds 
internationally. The link between Hippo Bank and HBddM appears 
to be financially rewarding to both parties. By using Hrvatska 
Bank to transfer funds, Hippo bank is able to transfer funds 
internationally for a total of 1.4% (.7% each for Hippo and 
HBddM) . If Hippo were to use a Bosniac state bank the fees would 
be 2-3% (1% for Hippo and 1-2% for the state bank). Service is 
not only less expensive, but also a minimum of two days quicker. 
The above example of transferring funds from the Commercial Bank 
of Zenica to the Vitez agency of Hrvatska Bank could have been 
completed for a fifth of the expense and time by the Hippo Bank. 
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Hippo Bank pays out remittances and pensions (including pensions 
to Germans and Croats) • It has temporarily suspended new lending 
because of a default. It intends to begin offering short-term 
loans again in the spring at 4-6%/month on foreign currency. 

The Hippo Bank is registered with the Bosnian Central Bank. As 
such it maintains reserves in Sarajevo, submits financial reports 
and is subject to RBH capitalization requirements. Hippo has not 
been authorized to operate internationally since it does not meet 
capitalization requirements. The Central Bank's position is 
unclear concerning dealings with banks in Croat-controlled areas. 
Hippo Bank sent an official enquiry asking if banks in croat
controlled areas were classified as local (DM2.5M capitalization 
requirement} or foreign (DM9M capitalization requirement) . No 
reply was received and Hippo proceeded as if they were local. 

A final important relationship is that between Hippo Bank and the 
RBH Governmental Auditing Service, GAS. The GAS requires all 
businesses to deposit all DMs and Dinars on a daily basis in the 
GAS. Because the GAS is non-liquid and ill-administered, Hippo 
would have difficulty accessing funds in a timely and efficient 
manner. To retain control over its funds and operations Hippo 
settles all its accounts in non-OM hard currencies which do not 
fall within the regulatory authority of the GAS. 

The Kiseljak Bank in Croat-controlled Territory should be 
classified as a state bank because, according to the bank 
manager, Ivica Taura, 57% of its ownership is with "state"-owned 
firms, while only 43% has been contributed by private entities. 
[case 14) The Kiseljak Bank classifies itself as a private bank, 
to a certain extent. The private investors consist of fourteen 
individuals, mostly traders. The largest private investment was 
DMGOO,OOO. The largest "state" firm shareholder also invested 
DMG00,000. The Kiseljak Bank is not registered with the Bosnian 
Central Bank. The manager asserted that the Bank fulfills the 
Croatian regulations for long term credit (capitalization DM5M) 
but that none is available now because of the war. 

The Kiseljak Bank offers more efficient services than Hippo. So 
too, it has a somewhat different relationship with GAS. The 
Kiseljak Bank pays remittances and is able to transfer funds for 
.2% in Kiseljak, .4% to Mostar and .8% to foreign countries. 
Croatia is considered a foreign country when charging service 
fees. The Bank has an account with the Zagreb Bank (major 
contributor for the capitalization of HBddM} and also has a DM 
120,000 account with a Swedish bank. It has made 10-15 short
term loans at 2%/month to traders. Loans are typically between 
DMS,000-40,000. The manager indicated that some loan recipients 
are not founders. The Bank is reluctant to give out larger or 
longer-term loans because of the uncertain political situation. 
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The main difference in operations between these two "private" 
banks is the cooperation with and the services provided for their 
respective municipalities. While the Hippo Bank operates happily 
outside the poorly administered system in Zenica, the Kiseljak 
Bank is incorporated within a system which, if awkward at times, 
is struggling to become recognized as legitimate. 

Since January 1995 the GAS of CRHB has dictated that banks be 
responsible for accounting for foreign currency while the GAS 
will only physically control "local" currency." Businesses, 
according to GAS regulations, must make all payments and receipts 
either through the GAS, for "local" currency, or the Bank for 
"hard" currency. These regulations are obviously lucrative for 
the Kiseljak Bank (generating transfer fees) and also helpful to 
the GAS which does not have the ability to provide the services 
that a bank can, but is able to generate more tax revenue from a 
functioning and transparent (to the GAS) financial system. The 
Kiseljak Bank manager explains that this system is working, since 
businesses are beginning to use the bank to transfer funds rather 
than carry cash. The manager claims a five-fold increase in 
daily collections since January, as well as increased liquidity 
in K.iseljak. Whereas in the past the Manager regularly went by 
helicopter to pick up cash from Split, he now does so rarely. 

The Kiseljak bank is cooperating with municipal authorities. 
There is pressure to more fully integrate into the "state" 
financial system (HBddM). The manager of the Prozor branch of 
HBddM said that the Kiseljak bank was started during the blockade 
at a time when there was no communication from Mostar. He also 
said that the HBddM would like to open a branch in Kiseljak. 
While HBddM functions as the official bank of the CRHB it is 
unclear how much influence CRHB authorities have over a bank 80% 
owned by Croatian state banks and companies. By functioning 
outside prescribed norms, to a greater or lesser degree, these 
two "private" banks are vulnerable to political pressure 
(increased regulation) to comply with recognized norms. 

II. Bosnian Croats and Croatian Government Officials dominate 
trading activity and customs revenues through control over 
traffic into Bosnia. 

Perhaps the most controversial and sensitive economic issue is 
Bosnian Croat control over key points of entry into Central 
Bosnia. This issue of trade and tariffs has blocked political 
progress, contributed to economic disparities, and engendered 
distrust and tension. While it is obvious that there is a 
problem, it is difficult to develop a precise picture of the 
mechanics of the system and how it affects business. 

Procedures for Bosniac access to Croatia are purposely complex. 
First, a Bosniac must get to Medugorje to apply for a visa, which 
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requires the approval (if the party is male and of military age 
16-60}, of both the ARBiH and HVO. To get a visa, the applicant 
must have a written invitation from a Croatian company which 
guarantees that the company will be financially responsible for 
the client. The company must also fax Medugorje to confirm the 
invitation. The Bosniac trader must apply in person and arrive 
the day before to apply because the visa office closes at 10:00 
AM. The only visa available is a single entry visa for business 
purposes (one can get a visa in Zagreb from the Department for 
Refugees, but that involves going to Zagreb). A successful 
applicant picks up his visas after 11:00 AM the next day. 

Procedures ~or a Bosniac to import goods from Croatia are 
relatively complex and expensive. If a Bosniac trader makes it 
to Croatia, he must pay taxes as if purchasing goods for sale in 
Croatia. There are no transit bondsmen, hence all taxes must be 
paid to guarantee that the goods are exported. This is true of 
Croat traders as well. An exception is Croats who own agencies 
of Croatian firms or factories. It is believed that most goods 
are transported under this status from Croatia to Mostar. 

There are no agencies in Bosniac-held territory. Taxes are often 
100% of the price of goods (coffee, tobacco, alcohol, sugar, and 
cooking oil are particularly high). The difference in price 
between the prime cost and the taxed cost must be deposited in a 
bank specified by the Croatian Taxation Service. The bank 
promises to return the deposit within 30 days of receiving the 
stamped customs papers verifying that the goods have been 
exported. Once the deposit is paid, the goods then may be 
transported to the border of Croatia and the CRHB. The Bosniac 
trader must secure permission (which is only granted in person 
and in Mostar) to transport goods through the CRHB. If 
permission is granted, he is charged, as are Croat traders, a 1% 
fee for the customs number. The trader is then free go to his 
respective customs offices in Zenica or Mostar, pay the customs 
charges on the goods, and have the documents stamped. 

Gornj i Vakuf, Bugojno and Travnik are considered "occupied" by 
the CRHB, and thus all must pay CRHB customs duties. Bosniac 
traders complying with this regulation are again taxed by Bosniac 
authorities. Some avoid this by purchasing through a business in 
a Croat town. When a Bosniac trader returns to the bank in 
Croatia he must get a new visa where the deposit was placed and 
give the stamped documents to the bank, which then promises to 
transfer the deposit to a specified bank within 30 days. 

There are both formal and informal barriers which discriminate 
against Bosniac traders. The main discriminatory barrier is the 
requirement that Bosniacs obtain a visa before entering Croatia. 
Bosnian Croats need only prove their ethnicity, typically through 
a baptism certificate or other Catholic church record. 
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While formal barriers are substantial, informal barriers seem to 
be equally, if not more, difficult to overcome. The actual 
process of obtaining a visa and permission to transit goods can 
be both dangerous and expensive. (case 4] Businessmen travelling 
through opposite ethnic areas are more likely to be robbed and 
killed because they lack protection from local police. Another 
informal barrier stressed by Bosniac traders is the difficulty of 
retrieving deposits once they return with the required customs. 
documents. Bosniac traders claim to have waited months to 
collect their deposits and have known of other traders who have 
lost their deposits completely. Frequently traders must make 
three or four trips to Croatia to retrieve funds. (case 8] 

An estimated 90% of goods purchased by Bosniac traders are 
purchased in Hostar. All the Bosniac traders surveyed claim they 
purchase their commodities in Mostar due to high formal and 
informal costs of importing directly from Croatia or other 
countries. These traders estimate that 90% of the commercial 
goods imported into Bosnia are first imported to Mostar. While 
customs figures on this sensitive subject were not available, 90% 
would seem to be a conservative, reliable estimate. 

In effect, Mostar is becoming the principal platform for the 
export of Croatian goods to Bosnia: 

* Agencies of Croatian firms and factories are being set up 
in Mostar and seem to have official support and approval; 

* There is substantial Croatian support for the establishment 
and expansion of the HBddM; 

* The vast majority of commodities sold in Bosnia are 
produced in Croatia, many by state-owned firms. 

III. Bosnian Croat dominance of entry points, combined with the 
comparative advantages of functioning banks, ability to travel 
outside Bosnia and access to government administrative support, 
is widening Croat/Bosniac disparities and progressively 
marginalizing Bosniac economic activity. unchecked, this trend 
will aggravate ethnic tensions. Croat enclaves could easily 
become targets of retaliatory actions. 

Because of different tax policies and customs regulations, Croat 
businessmen are able to import raw materials and machinery at a 
fraction of the cost borne by Bosniac businessmen. Croat 
businessmen are able to import machinery produced in Croatia for 
customs taxes of 3%, and equipment produced outside of Croatia 
for 6%. Raw materials which are produced in Croatia can be 
imported for 1%. [case 7) If a Bosniac businessman were to 
successfully import the same equipment, he would pay 23% customs 
on the purchase price, plus 35% tax on the purchase and customs 
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fee. To import a truck, a trader would pay a total of 11% in 
Mostar but a total of 100% in Zenica. [case 4) The disparities 
in customs fees enable Croats to set up manufacturing plants and 
produce products more cheaply than their Bosniac counterparts. 

While many of the old Yugoslavian tax laws and regulations have 
been maintained, the conditions have changed so as to make them 
both difficult to enforce and impractical. While the Croat side 
has been able to establish support systems to cope with the bulky 
regulations, the Bosniac side has been forced to introduce even 
less practical rules which are often enforced in an unclear and 
informal manner. While both sides require businessmen to deposit 
cash with the GAS, the Bosniac side must deposit all cash, DM and 
Dinars, while the Croats deposit Kuna with the GAS and DM with 
the bank. The Croat bank can efficiently transfer funds, but a 
Bosniac trader must authorize the GAS to credit the bank and deal 
with an inefficient and expensive system. [case 12) 

The demonstrated ability of Croats to travel relatively freely, 
both locally and internationally is a significant benefit when 
any enterprise is trying to reestablish business activities. In 
all Croat pockets and the CRHB, the relative freedom to travel is 
supplemented by efficient international telephone and telefax 
links. Croat businessmen have relatively more freedom of 
movement in Bosniac areas than Bosniacs have in Croat areas. 

Access to electricity, another vital need for all types of 
business activity, is much more available in Croat-dominated 
pockets than it is in Bosniac-controlled areas. 

Croat businessmen have better access to financial services at 
lower costs than do their Bosniac counterparts. Credit in 
Bosniac-controlled areas is difficult to obtain and expensive 
(50% interest) while credit in Croat-controlled areas is less 
than half as expensive. [case 15) Services such as bank 
guarantees, collection of remittances, and transfers of funds are 
all markedly more available and cheaper in Croat areas. 

The higher salaries paid to state employees in Croat areas help 
increase purchasing power and support local businesses. Examples 
of average monthly salaries are: soldiers DM120; "state" factory 
workers and municipal employees DMllO; pensioners 16DM; and 
private businesses DM200. Similar salaries on the Bosniac side 
are: soldiers zero; "state" factory workers and municipal 
employees DM23; pensioners DMl; and private businesses DM150. 
Differential salaries complicate integration of CRHB and RBH 
functions and personnel. By channeling customs revenues into 
salaries and services in the Croat pockets, the CRHB is ensuring 
allegiance to CRHB policy and direction as well as exacerbating 
the differential with Bosniac-controlled areas. [case 11) 
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IV. To a limited degree, private businessmen are bridging ethnic 
barriers ror financial gain. 

Before the war there was a business association with an extensive 
network. The organization in Sarajevo had district off ices in 
Mostar, Zenica, Banja Luka, and Tuzla. The Zenica district 
included Donji Vakuf, Gornji Vakuf, Kupres, Bugojno, Travnik, 
Novi Travnik, Vitez, Busovaca, Maglaj, Zavidovici and Zepce with 
19,000 members (the Zenica alone had 3,600). The system was 
destroyed during the war and now the Zenica Association has only 
1,300 members. Other municipalities (Zavidovici, Maglaj, Zepce 
and Busovaca) are in process of revitalizing their associations. 
The Zenica organization is ethnically mixed (a Serb President, 
Croat Vice-President and Bosniac Secretary). 

The stated goal of the Zenica organization is to make contact 
with other associations and to organize on the cantonal and 
federal levels. The secretary of the organization has contacted 
his counterpart in Mostar and has also been in contact with the 
associations listed above. Other associations have indicated 
their intention to work on common business interests; buying 
goods from Croatia and organizing producers. They have been in 
contact with businessmen in Mostar but not officially as a group. 

Even in the currently sensitive political and economic 
environment, partnerships across ethnic lines are being formed. 
While presently at tentative levels, these partnerships might 
increase with a marqinal increase in political stability. 

One Bosniac manufacturer of soap products was given a loan from a 
Croat peer. The Croat imported the necessary raw materials and 
transported them to Vitez, from where the Bosniac was able to 
transport them to Zenica. The Bosniac trader says that he has 
repaid half of the original loan and will repay the rest shortly. 
(case 3] In another example a Bosniac charcoal producer in 
Fojnica has made contact with a Croat associate from Ploce to 
whom he sold the charcoal. The Croat businessman transported the 
charcoal from Fojnica and exported it to Italy. (case 1) In a 
similar arrangement, a Croat from the Croat side of Novi Travnik 
has been purchasing forest produce (berries and mushrooms) from 
Bosniac collectors in Novi Travnik and the surrounding villages. 
The Croat is handling the transportation and marketing of the 
products and the profit is being shared. A Croat trader in Vares 
describes purchasing steel commodities from the state-owned steel 
mill in Vares and marketing them in Mostar. He says that he 
assisted the Vares municipality and businessmen by facilitating 
the first convoy, 350 trucks, after the federation was signed. 
(case 4] In yet another example a Bosniac in Fojnica is 
processing wood siding for a Croat trader in Kiseljak. (case 1) 

While most of the above described relationships have required 
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little capital investment, they do support the idea that 
businessmen are pragmatic. Many prospective deals for larger 
projects (e.g., a Croat purchasing a stake in a stone quarry in 
Bosniac-controlled Novi Travnik or a trading partnership with the 
Croat importing the goods) are being considered but are pending 
military and political developments. 

Businessmen are devising ways to circumvent para1lel 
administrative structures. One Bosniac trader in Novi Travnik 
rents a truck from a Croat when he goes to Mostar to purchase 
commodities for his shop. He explains that he does not get 
stopped by the police in Mostar and the informal transit fees are 
reduced. (case B] In a similar case a Bosniac businessman in 
Zavidovici purchased a new truck and had it registered in Mostar 
because it was a tenth the cost and facilitates travel. The 
businessman explains that people are now accustomed to seeing 
license plates issued in Croat areas. [case 8] As earlier 
described, a private bank based in Bosniac-controlled Zenica has 
gained access to the Croat financial system and is bypassing the 
inefficient and expensive Bosniac state banks. [ cas.e 14] In 
addition to these legal methods to circumvent regulation, there 
is a flourishing black market for smuggled goods. 

v. In generai, state-owned firms in central Bosnia appear 
woefully ill-equipped to overcome the multiple constraints 
imposed by war and the prior command economy. A study of medium
scale export-oriented firms is recommended, as a preliminary 
means of identifying those firms which might contribute to 
future, post-war recovery. 

The current economic environment is forbidding: low purchasing 
power; lack of capital (working and investment); widespread 
pessimism about the future; insecurity and uncertainty; damaged 
communications, power and transportation infrastructure; and, in 
most cases, continued barriers to movement and trade. 

Yugoslav economic policy integrated suppliers, producers, and 
markets supported by subsidies and protectionist measures. This 
policy created an interdependent chain of enterprises which was 
inherently vulnerable to damaged or weak links. Bosnia's current 
environment has exposed this central weakness. 

Coal Mines and Explosives Factory: The Vitezit explosives 
factory in Vitez, controlled by Croats, and the coal mines 
controlled by Bosniacs are two state firms which are closely 
linked. The manager of Vitezit explained that the plant has the 
capacity to operate at 50% production after having invested DM4M 
but that the firm needs an additional DM lOM to increase 
production to profitable levels. While Vitezit has been able to 
increase production, presumably for military purposes, the firm 
complains of not having a market. Its historical market has been 
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the coal mines which are now not producing because they lack 
manpower, investment and suppliers, and other materials. Whether 
the mines have a sufficient market without the Zenica steel plant 
is unclear. Nor is it clear at what capacity the mines would 
have to operate to be profitable. (case 19] 

Krivaya Furniture Factory: Krivaya is one of the best known and 
successful in Europe and North America. Yet because it was 
state-owned it is hard to know how successful it was. Krivaya 
was vertically integrated and maintained assembly and marketing 
capabilities in Europe and North America. Krivaya operated fifty 
production lines in an integrated system of fourteen production 
and support units. Three such factories were visited, the main 
factory and head off ice in zavidovici, and two other factories in 
Busovaca and Zepce. The Busovaca factory (Mediopan) produced 
plywood, the Zepce factory dried timber and chair pieces, and the 
main factory, besides producing other parts of furniture, stained 
and varnished its "final" products. Two factories suffered heavy 
war damage and are working below 20% capacity. The Mediopan 
factory is undamaged but not producing. It is unclear which 
political side controls operations in Europe and North America. 
currently, Krivaya's external assembling and marketing arms have 
been reduced to purchasing poor quality units from their former 
competitors in a vain attempt to maintain market share. 

Agreement by Bosniac and Croat authorities might breathe some 
life'back into certain state-owned enterprises. At present, 
however, political barriers prevent this from happening. 

The Borac Facto~y; Travnik, Bosniac-controlled: The Manager of 
the Borac Factory said that 2,150 workers were employed before 
the war and that 90% of the products were exported to Western 
Europe. The factory currently employs 800 people, working at 
20% capacity using materials in stock before the war. One of the 
biggest problems the firm faces is the refusal of CRHB customs 
officials to issue the firm a customs number to facilitate the 
import ~nd export of materials, since Travnik is an "occupied" 
town. The factory also needs substantial investment ($4M to 
repair war-damaged machinery) and would need further operating 
capital. Another problem the firm highlighted is the lack of 
Serb and Croat experts who have left the area. [case 20) 

Kacuni Forests: Kacuni is a town which houses many Bosniac 
refugees from Busovaca and Nova Bila. Kacuni is linked to other 
Bosniac areas which dominate large tracts of forest, currently 
under the control of the Bosniac Forestry Department. The 
"state"-owned sawmills for processing logs into saleable timber 
are located in Nova Bila and Vitez. The Manager of the forestry 
department explained that they will not sell logs to the factory 
until the refugees are returned and the factories are integrated 
again. The forestry department has, as a temporary measure, been 
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transporting logs to private Bosniac "mills" where they are cut. 
After the logs are processed, the timber is marketed by the 
forestry department. This process is inefficient and makes 
little economic sense. [case 10] The small "mills" can't operate 
during winter, dry cut timber or process logs in large 
quantities. The "state" sawmill in Vitez is capable of producing 
50,000 m3 of beech/year while the mill in Nova Bila can produce 
100,000 m3 of pine/year. These mills are not producing now. 

BNT Factory, Novi Travnik, Bosniac-controlled: Many politicians 
and managers of state firms indicated that there can be no joint 
economic projects prior to reaching political agreement. Croat 
officials said that there have been numerous meetings at ths 
municipal level and that they would have gone ahead with a "joint 
venture" if there had been approval from higher levels. 

Many valuable and skilled employees of state-firms have departed. 
Some employees left because they felt unsafe due to ethnic 
violence. Many professionals were fired because of political 
affiliation or ethnicity. The result is a reduction in skills 
available. New employees hired for their political loyalty, 
ethnic background or personal relationship to key political 
figures often lack the skills of the departed professionals. 

The current management style of state firms appears to give high 
priority to political loyalty. Whatever autonomy state managers 
had prior to the war appears to have eroded significantly as 
production plummeted and local political/military control of key 
economic assets became imperative. 

Under current circumstances, the sheer size of many state firms 
blocks recovery. For many state firms to be profitable or simply 
break even, they need to produce thousands or tens of thousands 
of units, for an unidentified market. They require enormous 
amounts of raw materials from non-existent suppliers, significant 
power that damaged power stations cannot provide, functioning 
rail lines, and substantial prior investment in equipment and 
working capital. In short, meeting these needs is unrealistic in 
the current environment. With one exception (the explosives . 
plant in Vitez), there were no instances of enterprises inve~•- l n~ 
substantial funds for rehabilitation purposes. 

Any assessment of economic potential will be constrained by a 
lack of information and falsified information. In many case~. 
accurate information does not exist. The question of ownershi~ 
of state-owned firms is sensitive and controversial. Related 
questions of debt, accounts receivable, and collateral are also 
contentious. Political considerations as well as the multitude 
of variables which must be evaluated for investment make it 
difficult to know which firms could make efficient use of credit. 
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CONCLUSIONS AND RECOMMENDATIONS: 

The potential of medium-sized state firms should be more fully 
evaluated as part of any plan .ear economic recovery fallowing 
regional peace. Many such firms, particularly in the furniture, 
textile and machine tool sectors, ware export-oriented, 
competitive internationally and followed sophisticated management 
practices. In the event of a regional peace accord, these firms 
might contribute to the recovery of the economy, and might 
provide attractive candidates for privatization. 

Any evaluation team should first access information from former 
international partners of these firms before conducting an on
si te needs assessment. Any available information from banks or 
customs off ices would also help to indicate the current state of 
these enterprises. Key issues include: 

* Past linkage to large subsidized state firms such as steel 
works which were suppliers but are no longer operating; 

* Previous subsidies for raw materials, export tax credits, 
financing, and promotion; 

* Power and transport infrastructure requirements; 

* Liabilities; 

* Status of management and key employees; 

* Cost and supply of materials, labor, and transportation; 

* State of equipment and productive capacities; 

* Status of former markets and prospective new markets; 

* Credit needed to repair capacities, working capital. 

Key political issues include the impact which current ethnic 
divisions have on the viability of recovery; what, if any, prior 
political agreements are required to facilitate reactivation of 
the firm; ownership and control of complementary firms; 
rationalized taxes and tariff regulations; and access to raw 
materials which are available locally. 

Further linkage may be warranted among the disparate Bosniac and 
Croat "state" :banks. Any approach must be perceived as 
pragmatic, technocratic, and incremental, intended to build 
Bosniac/Croat cooperation and promote economic growth. While 
access between the two systems is presently through third and 
fourth parties, direct links might offer financial gain and 
stimulate cooperation in related areas. 
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Currently Bosniac, and to a lesser extent Croat businessmen are 
constrained. Linking the two systems in even a minimal way 
(e.g., direct transfer of funds) would reduce the handicap which 
Bosniac businessmen, might engender a modicum of trust between 
the two systems, open the door to other linkages (GASs), and help 
reestablish confidence in banks. While there seems to be reason 
and room for negotiating, the question of linking the two 
systems will obviously be highly sensitive, politically. 

One likely obstacle to linking the two systems is Bosniac fear of 
being subsumed by the partnership between the CRHB and Croatian 
state banks. Bosniac resistance to anything which might imply 
recognition of the CRHB is strong. Evaluation of the political 
sensitivities on both sides is needed. The fact that HBddM is 
80% owned by Croatia will only heighten these sensitivities. 

Linking the banking systems would seem to bring financial 
benefits for all parties involved: banking activities would 
increase, businessmen would benefit from reduced costs and 
increased liquidity, and politicians from an increased ability to 
tax (as well as an absolute increase in taxes) . 

Business Associations are among the few civic organizations which 
existed before the war. While they were disrupted by the war and 
economic turmoil, these organizations are to some degree still 
active. They are generally representative of the populations 
they serve and have a history of multi-ethnic participation. 
This history, combined with the pragmatic views of their 
membership, might provide a future bridge over the widening 
social and economic divide. In the current polarized political 
environment, the encouragement and strengthening of civic 
organizations rooted in shared professional and economic 
interest, and not national ethnic identity, could be valuable. 
These organizations, however, are in their infancy, lack clearly 
defined goals and objectives, and are almost certainly vulnerable 
to political manipulation. 

Support to business associations could potentially take several 
forms: 

* Provision of equipment to facilitate communication (faxes, 
telephones, modems) and administration (photocopiers and 
computers with spreadsheet/accounting and word processing). 

* Support for interethnic trade shows, training initiatives, 
and seminars (establishment of capital markets, methods of 
privatization), preferably at the district level. 

credit can be used to bridge ethnic divides as well as assisting 
in the development of businesses. The lack of credit and/or its 
expense is indicated by interest rates of between 20% and 50% per 
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annum in Croat and Bosniac areas, respectively. There are two 
feasible systems of implementing a credit program; both require 
experienced international implementing partners. 

The use of existing banks: 

Opportunities/advantages: 

* generally have physical and administrative systems; 

* would be strengthenad by a donor-financed loan program; 

* implementation would be relatively inexpensive; 

* generally have knowledge of the environment; 

* implementation of the program could be incremental. 

Obstacles/disadvantages: 

* relatively open to political and black market influence; 

* minimally motivated to bridge ethnic divides; 

* often not trusted by businessmen; 

* inexperienced with small loans to private businessmen; 

* not comparable in services, abilities and reach; 

* outstanding questions of ownership and control; 

A donor interested in providing credit through the banking system 
could place certain conditions on program implementation. These 
could include targeting "mixed firms", encouraging specific 
sectors, specifyi.ng fees and interest rates or directing that two 
ethnically-dominated banks cooperate. However, the more 
conditions one imposes, the more expensive the implementing 
system must be and the less efficient the bank becomes. It would 
be helpful to set a relatively high interest rate on the loans 
and to encourage the implementing bank to contribute a percentage 
of the capital for each loan. It might also be worthwhile to 
have the program funds guaranteed by an international bank. 
While the intention may not be to have the funds returned, it 
would encourage oversight and lend credibility to the program. 
Political pressure on the program might be reduced if it is 
generally perceived that the banks will be held accountable. 

The EUAM is developing a credit program using state-owned banks 
as implementirig partners. That experience should inform any 
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future donor programs. (see CASE #16] 

The use of an NGO administered program: 

Opportunities/advantages: 

I,\ 

* a program can be developed according to goals (management, 
communications, FOM, job creation, business associations). 

* generally viewed as impartial; 

* somewhat less vulnerable to political influence; 

Obstacles/disadvantages: 

* .no NGOs currently implementing credit programs; 

* costly new mechanisms would need to be created. 

An NGO implementing such a program should have a business plan 
for an eventual hand-off to a community organization or 
government ministry. NGOs working in the area are viewed as 
relief organizations. NGOs should be aware that the extent to 
which this view implies a "give away" may negatively impact 
repayment rates. 

•I 
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ECONOMIC CASE STUDIES 

The following case studies· derive from interviews the team had 
with government officials, state-firm managers, NGO personnel and 
business owners. These interviews are included to support the 
findings of the team and provide a more in-depth look at some 
relevent issues facing the business community. Some cases are 
supplemented with notes which serve to highlight specific issues. 

CASE #1: 

CASE #2: 

CASE #3: 

CASE #4: 

CASE #5: 

Cl! dE #6: 

CASE #7: 

CASE #8: 

CASE #9: 

CASE #10: 

CASE #11: 

CASE #12: 

CASE #13: 

CASE #14: 

CASE #15: 

CASE #16: 

CASE #17: 

CASE #18: 

CASE #19: 

CASE #20: 

State-owned Firms: Vitezit, Krivaya, Borac 

Examples of state-owned banks 

Examples of privately owned banks 

The EU grant and prospective loan program 

The RBH Governmental Auditing Services, GAS 

Some Croat and Bosniac tax laws pertaining to business 

Customs and tariffs System 

Municipal treatment of taxes and private business 

Municipality relationship with private business 

Meeting with judges and court officials 

Business Associations in central Bosnia 

Geographically and ethincally divided businessmen 
financially benefitting from their relationship 

Businessmen operating in other ethnic areas 

A manufacturing business 

A trading and retail enterprise 

Developing business skills and perspective 

A brief survey of private construction enterprises 

A brief survey of agriculturally-related businesses 

An agricultural development program 

Brief descriptions of other businesses visited 
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CASE #1 Three state-owned firms. 

Vitezit Explosives Factory, Vlado Divkovic, General Manaqer, 
Croat in Vitez: In the past, Vitezit's markets were the coal 
mines located around Zenica. currently the mines are not working 
but Vitezit has traded explosives for coal at the rate of 60MT of 
coal for lMT of explosives (the coal was used for heating). The 
amount of explosives traded for coal was very small and the 
Manager doesn't know why the mines are not producing because 
people need coal for heating. He has approached UNPROFOR, as a 
potential market, but UNPROFOR imported explosives from Slovenia. 
Last year Vitezit invested DM 4M to increase production. He said 
that these funds were from accounts receivable, some sales, and 
funds in other countries. Vitezit increased production to 50% but 
it is not profitable to run the factory at such low capacity. 

Mr. Hassan Subavich, a Bosniac refugee, formerly employed by 
Vitezit said "we must solve political problems before we can move 
ahead with integration of factories and production. No return of 
DPs without a home and job and no integration of factories 
without return of DPs." 

NOTE: It is probably safe to assume that when Vitezit invested 
the funds to increase capacity to 50%, it was for military 
purposes and produced at a high cost. We were unable to visit 
the Vitezit factory but were given a DM lOM proposal to increase 
productive capacities to profitable levels. 

Krivaya Line, General Manager Dragan Prji~, Croat in Zepce: The 
power plant for the factory was destroyed during the war so it is 
currently using two 30 year old boilers for power. There is a 
project proposal for reconstructing the boiler and converting it 
from waste wood to coal (DM 1.5M). The plant is at 20% capacity 
and producing furniture parts. Power is the limiting factor 
orders for 1995 exceed plant capacity. In addition to the 
factory, 19,000m2 of apartments in town are heated by the 
factory. Skilled workers are available and 250 people could be 
employed. The plant would be cooperating with firms in Tuzla 
(Bosniac) (for the purchase of conveyor belts which they ordered 
five days ago]; Visoko {Bosniac) [for parts of the furnace); and 
coal from Kakanj, Zenica and Breza [can use poor quality coal, 
need about 2-3,000 tons per year]. The plant used to get plywood 
from Mediopan in Busovaca; now it comes from Croatia and there is 
no problem importing it. currently profits are 15-20%; the 
average employee being paid DM200 while a manager receives DMJOO. 
Generally costs are high~r than before the war, particularly 
taxes and transportation. Before the war, goods were transported 
north, at a cost of 6-8% of the products, now goods go south at 
10-15%. Taxes are higher, generally by 25%. 

Borac Factory Travnik: The Borac Factory has not been issued a 
CRHB customs number because Travnik is considered to be an 
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"occupied" city. The factory is missing Serb and Croat experts 
who left. The factory is using women because most men are in the 
army. It had 2,150 workers before the war and exported products 
to Netherlands, Italy and Germany. It now operates at 20% 
capacity, employs BOO, and is struggling to maintain production. 

The local market has no purchasing power. Borac needs material 
or capital to return to the market they had before. No credit is 
available; letters of credit would be helpful. Capital from 
private businessmen awaits legislation; privatization legislation 
has been postponed. There are no investors or credit in war, and 
extortion is widespread, with informal "road taxes" common. 

NOTE: A subsidiary of the Borac Travnik plant, the Borac Shoe 
Factory in Croat-controlled Novi Travnik, says it can deliver 
goods to Croatia and Slovenia, but the problem is getting raw 
materials. It can get letters of credit from Croatian banks, and 
bank guarantees can be arranged. Borac is interested in a 
partner to send material which they will sew and send back to the 
supplier for distribution. It would seem that the Borac shoe 
factory, having overcome many of the problems at the Travnik 
Factory, is still unproductive because it lacks a market. 

CASE # 2 The condition of state-owned banks. 

Travnik, state-owned Bank: Financing the defense of the Republic 
is the primary goal of the bank. It is difficult authorizing 
loans because of extreme risk. Remittances are ongoing. People 
aren't saving, but deposits from before the war were frozen so 
there is some capital. The bank is generally financing the 
military industry and private firms. Interest was lower than the 
rate in Germany before the war, but now it is 6% monthly for 6 
month loans. Most of the loans are given for 5-7 days at 
.03%/day (9%/month}. Loan risk is reduced by authorizing small 
sums to honorable people with references. The bank has accounts 
in Slovenia and Germany, and is connected by phone and fax; a 
transfer to Germany takes 3-4 days to clear. Interest on 
deposits without term is 4%/year; interest on year CDs is 9%, but 
there are no deposits. Loans to private businessmen are in DM. 

Dubravka Marojevic-Glibo and Rozic Zdravko from the Mostar Head 
Office of Hrvatska Bank and Ivo Pavlicevic, the Manager of the 
Prozor agency of the Hrvatska Bank: The Hrvatska Bank dd Mostar 
(HBddM} was formed in 1992 with 80% of its capitalization 
provided by the largest state bank and firms of Croatia and 20% 
by the state firms in Mostar. The bank has 17 agencies. Those 
in Prozor, Vitez and Uskoplje opened in March, August, and 
December 1994 respectively. The Prozor agency deals with 
remittances, transfers and some short-term credit. International 
transfers take 5 days and are routed through the head office. 
Fees are .7% on international transfers (minimum DM 30; maximum 
OM 130). Transfers to Mostar are .3% (minimum 5 DM). 
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Short-term credit is offered for an initial 3 month period with 
the possibilty of extension to 6 or 12 months. If the firm has 
had credit for 6 months and wants to extend, it must return 20% 
of the principal before the loan is extended. Interest is 
between 1.5 and 1.7% monthly. Collateral of twice the value of 
the loan is required. The Prozor agency has only given three 
loans since it started in July, 1994. The municipal department 
of finance has a right to inspect and control accounts. 

The Prozor agency currently has 180 people with DM denominated 
deposits and 1,600 with Kuna denominated deposits. 130 
businesses have accounts at the bank but most of them are not 
active. Registered businesses are allowed to import a car for 
only 1% duty and it costs only 500 DM to register as a firm. 
Businesses are requesting longer term loans for manufacturing 
concerns (e.g., two years with a grace period of a year). HBddM 
would like to open a branch in Kiseljak (currently there is a 
"private" bank) but startup would cost DM 150,000. No Muslim man 
has a business in Prozor but ten have accounts at the bank. 

Dubravka Marojevic-Glibo, (head office HBddM) said HBddN has 
given 220 short term loans (Mostar Off ice alone) for trading 
purposes, the maximum DM 100,000. Through its branches it has 
also approved over 100 loans for rebuilding houses (the Prozor 
branch has not given any). In order to qualify for a long-term 
loan for home repair, the client must first save an amount equal 
to 10% of the loan (this may be withdrawn after six months). He 
must pay a deposit (for which the bank will pay interest of 7%). 
The recipient would pay interest of 11%. Interest and payments 
on principal are collected monthly. The HBddM has 4 accounts 
(Germany, Austria, Swizerland, Croatia) which it can access 
directly, but for other banks it must use the Zagreb Banks access 
to the Swift net. The Zagreb bank gives a 50% reduction of the 
normal fees for providing this service. 

NOTE: These examples highlight differences between Bosniac and 
Croat state banks. Services offered by Croat banks are more 
efficient and less expensive. Loans are more accessible and 
interest rates are less than half. Administration is polished and 
the geographic coverage (HBddM in particular) seems extensive. 

CASE # 3 A private bank in Zenica which has ties to a Croat 
"state" bank and a "private" bank located in Kiseljak. 

HIPPO BANK ZENICA, President of Managing Board, Smajil Zubcevic 
Hippo Bank was formed during the Croat blockade, when fifteen 
private businessmen capitalized the bank with DM 833,000. The 
bank president owns 30% of the bank, having· invested DM 250, ooo. 
Hippo is the only bank in Bosniac-controlled territory which has 
an account in the state (Croatia)-owned HBddM. 

The bank is assisting German and Croat pensioners to receive 

A - 4 

j I . 



pensions and handling remittances (these help to balance payments 
to Mostar for trading). Hippo can deposit funds at a branch of 
HBddM in Vitez only 30km away. It takes 24 hours to transfer 
funds through the Croat net but one week if done through 
Sarajevo. While Hippo's capitalization is not sufficient to give 
access to foreign banks (Bosnian Central Bank Regulations), it 
runs transfers through HBddM. By using this method, Hippo 
transfers funds relatively quickly and cheaply. Bosnian (State) 
banks charge 1-2% commission on transfers, upon which Hippo must 
add 1%. The Mostar bank only charges .7% upon which they add .7% 
so at 1.4% Hippo is the lowest cost bank in Bosniac territory. 
Hippo is also able to transfer funds in half the time. The 
director knew people who helped set up the account in Mostar. 

Before Hippo began operations it sent a letter to Sarajevo asking 
if Mostar was classified as a foreign bank (more strenuous 
capitalization requirements which Hippo does not yet meet) or as 
an internal bank; no reply was received and business continues as 
if it were internal. Hippo has an agency in Travnik, where 
businessmen plan to purchase shares in the bank. It has been 
working for the last six months. According to Bosnian Central 
Bank regulations it has until the end of one year to acquire 
capital of DM l.25M and by 1998 it must have an additional OM 
1.25M in capitalization. Now it is considered a small bank and 
is not authorized to work with foreign banks (DM 9M needed). 

The Governmental Auditing Service (GAS) regulates banks and 
ensures all DM funds over a fixed amount are turned over to GAS. 
To legally avoid this obstacle, Hippo bank settles accounts in 
other currencies. GAS is taking over the functions which were 
previously done by state banks, i.e., control of hard currency 
and holding funds without interest. 

To be on the managing board of Hippo one must have a minimum of 
DM 80,000 invested. The head of the managing board is the 
president who has the largest stake in the bank, hires employees, 
and guides the direction of the bank. Most funds are currently 
kept on account in HBddM. All transactions in Herzegovina and 
Croat-controlled areas are handled by HBddM (DM 3-4M). In Bosnia 
people still carry cash in their pockets and take it to Mostar to 
personally deposit. Hippo plans to start demand deposits for 
businesses first. Most businessmen still do not trust banks -
people have been cheated and the atmosphere is very poor. Banks 
have always been connected to the state and the state froze all 
foreign currency accounts before the war. 

Hippo bank authorized three loans, had a default, and suspended 
lending. It will start offering new loans in May. Hippo will 
initially give small short-term loans with an interest rate for 
foreign currency of 4-6%/month; in the state banks it is 10%. 
The reason for such a high interest rate is the insecurity, even 
with collateral. Not even fixed assets are safe when there is 
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shelling. Hippo is a new bank and banks have not traditionally 
given loans -- it does not want to invest all its capital in 
loans. To be loan collateral, property must be registered in the 
municipality and the recipient must give a statement, signed and 
stamped by the court, that the property has been mortgaged. The 
bank will obviously not accept any state property. If the loan 
is defaulted upon it is the court's responsibility to auction the 
property. The collateral must be at least twice the value of the 
loan. Hippo is proceeding slowly and not taking risks. 

NOTE: This case touches upon a number of pertinent topics: the 
substantial difference in cost and efficiency of the Bosniac and 
Croat state banks; the ability of private busninessmen to exploit 
the reluctance of the BiH government in recognizing CRHB as a 
foreign entity; how state banks are limited by political agendas 
(don't have accounts in the HBddM); the ability of businessmen to 
circumvent government regulations (currency denominations); and 
the creativity and dynamism of the private sector which has 
started a bank to satisfy its business needs. The director of 
the bank was very interested in capital markets. Training of 
motivated and intelligent people such as the director, and other 
entreprenuers we have met, would assist in replacing some of the 
skilled professionals who left Bosnia because of the war. Hippo 
bank is treading a fine line and is vulnerable to politically 
motivated closure/regulation. 

Kiseljak Bank, Manaqer Ivica Taura, Croat in Kiseljak: The bank 
was started eight months ago with capital from private (43%) and 
state-owned factories (57%). Fourteen individuals, mostly 
traders, contributed capital with the largest share being DM 
600,000. The biggest factory contribution was also DM 600,000. 
The bank has a foreign account in Pomorska Banka Split which is 
owned by Zagrebaska Banka Zagreb. The bank met the Croatian 
regulation for minimum capitalization of SMDM, and have sent DM 
120,000 to a Swedish bank to open a foreign account. 

The Kiseljak Bank handles a large volume of remittances from 
abroad (Germany, Austria, Canada), and processes them in two or 
three days. It exchanges foreign currencies and gives credit in 
Kuna, DM, and Dollars. The bank has given about a dozen small 
short-term loans (2% per month to traders) but because of the 
political situation it is reluctant to give larger ones. Loans 
are from DM 5-40,000 and some loan recipients are not founding 
members. The bank has given three loans to producers. The bank 
charges a service fee for transfering funds of .2% on payments in 
Kislejak, .4% to CRHB, and .8% to foreign countries. It charges 
the same interest rates for both Kuna and DM because the two 
currencies have the same inflation rate. 

Since the January 1995, wholesale firms cannot make payments in 
cash. Payment can only be made through the bank (DM) and GAS 
(Kuna). Since the system was implemented, daily collections have 
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increased five-fold. The system is more liquid now, people are 
not keeping as much money in their pockets. The bank is not 
allowed to exchange DM for Kuna only Kuna for DM (all payments 
must be done through banks anyway) . Every two days the bank 
makes payments of DM 100-200,000. If the manager needs more 
money he must get it from Croatia or the CRHB. Kiseljak Bank is 
the only private bank in Central Bosnia. The bank in Vitez is an 
agency of the HBddM and not independent. People lack confidence 
in bank deposits because of the political situation. The bank 
was established to serve private businessmen. 

All private or government enterprises deposit Kuna with GAS and 
DM at the bank. The process has not been fully established yet 
so there is a shortage of Kuna. Currencies circulate through 
these two institutions which can have on deposit a maximum limit 
which is the total salaries and pensions of the people in the 
region. The problem is that the traders do not trust banks, 
hence want to evade the system. 

NOTE: The Kiseljak bank seems to be cooperating with the 
municipal authorities and the Kiseljak area has traditionally 
exhibited a degree of independance and autonomy from non
municipal political authorities. However, the manager of the 
Prozor Branch of the HBddM said that the Kisaljak bank was 
started during the blockade -- at a time when there was no 
communication from Mostar -- and that the Hrvatska bank would 
like to open a branch in Kiseljak. The Kiseljak bank (like 
Hippo) is open to political pressure to integrate into the HBddM 
system which is being established. It is unclear how much power 
the Croat politicians have (backed by the 20% stake from state 
firms)over a bank which is 80% owned by a Croatian state bank. 

CASE # 4 The EU qrant and proposed loan program in Mostar: 
EU Mostar, Didier Fau: In 1994 EU gave 5MDM in grants (under OM 
400,000 each) to enterprises through its Investment Support 
Program, ISP (15MDM budgeted for ISP and small Enterprise 
Program, SEP activities in 1995). The grants are to revitalize 
productive capacities of firms in Mostar by funding repair and 
replacement of buildings and machinery. To date, 95% of these 
grants have been given to 11 state11 -owned enterprises. The grants 
may not be used to cover working capital. 

The EU distributes and collects applications through the 
respective municipality representatives of East and West Mostar. 
The EU evaluates the enterprise with the respective government 
official. Grants are not distributed in cash but rather EU 
officials are responsible for paying suppliers or contractors on 
behalf of the beneficiary. Only official receipts are paid. The 
EU has tried to select firms which are of particular value (first 
three firms were concrete suppliers) but in reality is quite 
varied and pragmatic in its approach. It has received 130 
requests for assistance thus far. 
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The EU is currently developing a Small Enterprise Program which 
will focus on providing grants with a maximum value of DM 30,000 
and loans with a maximum value of DM 20,000 for small businesses. 
The grants are to be used for revitalizing productive capacities. 
It is similar to ISP and administered by EU officials with the 
option of handing over this task to cooperating banks. The EU 
has deposited a total of DM 1.4M with 5 banks responsible for 
managing loans to the smaller enterprises (state and private). 
It is stipulated that the banks will charge a minimum interest 
rate of 3% per year and a maximum rate of 7%. All interest is 
retained by the bank. The EU has observed a need for training 
bank officers and is taking limited steps to remedy the problem. 
The EU is beginning to assist export promotion. This assistance 
is in the form of inviting European firms to Mostar in the hope 
of establishing mutually beneficial ties between EU and Mostar
based firms. Ten companies from Paris will visit in March, while 
some swiss companies should visit soon afterward. A third part 
of the EU program will be directed at training; this has not 
reached the planning stage. 

EU implementation of its economic programs is split between the 
two communities and is not furthering the expressed goal of 
strengthening the Federation through integration. 

Dubravka Marojevic-Glibo, Hrvatska Banka d.d. Mostar (HBddM), one 
nf the banks that received an advance of DM 300,000 from the EU: 
hBddM has compiled a list of manufacturing firms (stipulated by 
EU) . Firms have been selected because of their current 
productive capacities or their possession of contracts from 
prospective customers. The bank will supervise the distribution 
of the loans and will pay the firm's suppliers directly for 
materials. Concerning collateral the municipality verifies that 
the applicant is the owner of the offered collateral. The court 
will assess the value of the property which should be 1.5 or 2 
times the value of the loan. If the property is used as 
collateral, a lien will be put on it by the municipality. The 
bank pays 7%/year on savings and 9%/year on one year CDs. 

NOTE: In the difficult working environment of Mostar, it would 
be extremely difficult to collect accurate information on the 
problems, needs, and capabilities of state enterprises. It is 
perhaps even more problematic to decide which firms should be 
assisted and how that assistance should be delivered. The EU has 
decided to focus heavily on state firms and to rely on the 
respective government officials in awarding grants. The 
appropriateness of these decisions has yet to be evaluated. 

It is fortunate that when deciding to initiate a program to 
assist smaller, and hopefully privately-owned firms, the EU has 
chosen not to rely so heavily on government officials and to 
involve state-owned banks in the implementation. It is unclear 
how much leverage politicians ~ave over state-owned banks. 
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There are questions not fully addressed by EU official and 
representative from one of the implementing banks: 

1. The EU has no guarantee that the funds will be returned. 
While the EU does not expect or want funds returned, an 
international bank guarantee might have given the bank 
leverage against political influence. It is unclear what 
effect the guarantee would have had on implementation. 

2. There seems to be a problem in offering soft loans of 
between 3-7% per year. 

a. The large difference between a 3%/yr EU loan and a 
commercial loan from a Croat or Bosniac bank, at about 
21% and 50% respectively is an incentive for abuse. 

b. The fact the Hrvatska Bank may be giving loans at 
3% pa and paying interest on long term deposits of 9% 
pa may cause the loan recipients to save their money 
rather than invest in a risky manufacturing enterprise. 

3. It is unclear whether the EU evaluated the possibility of 
having the cooperating bank contribute a portion of the 
capital for each loan. Assuming that funds are available, 
it would seem reasonable that the implementing partner 
contribute a portion (10-30%) of the capital needed for each 
loan. This might engender more respect for the process. 

4. While Mostar has indeed suffered heavy damage in some areas, 
damage to productive capacities may not be the major problem 
facing most private and state firms. There are many 
enterprises which have suffered no physical damage to 
productive capacities and yet are still not functioning. 
The need for working capital and the identification of 
markets seems to be a much greater need. Instead of grants 
for rehabilitating productive capacities, EU funds might 
have been better spent in expanding their export promotion 
program. Besides the trade delegations, assisting in the 
provision of bank guarantees, facilitating market 
information, and organizing seminars would also be helpful. 

5. While using the existing bank system to distribute loans is 
relatively efficient, the need for strong supervision, 
especially initially, is very important. Every loan should 
be evaluated/approved by EU personnel, strict and measurable 
guidelines should be clearly laid out and appropriate 
audits/checks must be carried out. It is unclear whether 
the EU has the personnel to oversee such a program. 

CASE # s The Governmental Auditinq System (GAS) of the RBH. 

According to the Vice Director/GAS-Zenica, the RBH Dinar is not 
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in circulation and there is nothing to back the currency. The 
factories are not producing and all products are comming from 
Croatia and must be paid in OM or Kuna. There is no balance of 
trade. The official Dinar/OM rate is 100/1 but the real rate is 
120-150. The main problem in implementing the Federation is the 
existence of two currencies, the Kuna and Dinar. 

All of the businesses need to maintain two accounts with the GAS 
(OM and Dinars) . The maximum level of cash that a business can 
have is the equivalent of OM 1,000 in combined holdings of both 
currencies. All cash must be deposited/withdrawn from GAS daily. 
Firms are only allowed to withdraw the equivalent of OM 1,000 per 
day. The financial police regularly check cash balances at 
businesses; even street stands or kiosks need two accounts. 
Firms on BiH territory must use GAS for all purchases and sales. 

GAS considers Croat-held areas to be foreign countries. Payments 
from a Zenica business to a Vitez business (20km) must be 
transferred through a state Bank to an account in a foreign 
country, then to Zagreb bank, and then to a bank in Vitez which 
can credit the account of the businessmen. state banks do not 
transfer funds directly for political reasons. It is possible to 
do it through a private bank like Hippo which has a relationship 
with the Croat Bank and can do it without going through the net. 
Private banks need capital of OM 2M for local authorization and 
OM 9M for international. Individuals have accounts at the banks 
but these are batched and included in the bank account at GAS. 

Financial Police, Sef ika Behric, Bosniac in Fojnica: Businesses 
must give all DMs and Dinars to GAS daily. Traders do not like 
the system: the war, freezing of accounts, and the fact that the 
systems are not connected means it is difficult to get funds to 
banks in the CRHB, so people do not want to keep deposits in 
banks. Since December 18, the Ministry of Finance has regulated 
importers. Only importers pay the taxes: 140% on liquor and 20% 
on other items (cigarettes are taxed at 63%). Government has 
regulated the price of a carton of cigarettes and the sales tax. 
If import duties have not been paid, the trader pays customs. 

Coffee, cigarettes, alcohol, soft drinks, and oil/petrol need 
stamps which show customs and taxes have been paid. Behric does 
not know what has happened since these regulations were put into 
place. There are no sales taxes on these items. Other items, or 
goods from Bosnia, have a sales tax of 3% on food and up to 50% 
on other items (eight levels). 

NOTE: Before the war all firms, state and private, including 
banks, had accounts with GAS which cleared transactions at the 
wholesale level and kept cash receipts. Bank services to 
individuals included savings, loans and guarantees. The war, 
inflation (85% per month) and the freeze of bank deposits greatly 
diminished public confidence in banks. The system, while still 
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operating, has been largely replaced by blackmarket activities. 
Now even the municipalities are collecting what they can in DM. 
The system on the Croat side seems to be much more operable, with 
a strong "local" currency and liquid banks handling DM currency. 

CASE # 6 A brief overview of the Croat and Bosniac Tax Systems. 

Kiseljak Municipal Tax Department, Nikolina Silak: At the end of 
1994 the Municipality (with the CRHB) formed a Tax Department to 
deal with private firms and GAS to deal with state budgets and 
government firms. Since January 1995, five types of taxes 
involving businesses have been implemented by the CRHB: 

1. Sales Tax: Revenues are divided 25% municipality and 75% 
CRHB. Taxes are computed from the shops' books, which are cross
checked with the wholesale distributors accounts. Eight rates 
are charged, from 5% on food to so% on alcohol, cigarettes and 
coffee. Sales tax is by far the most important tax. 

2. Catering Enterprises: Revenues are divided 20% municipality 
and 80% CRHB. Restaurant owners pay tax when purchasing supplies 
from wholesalers and every six months on profits (about 35%). 

3. Tax on Salaries: Revenues are divided 25% municipality and 
75% CRHB. These are taxes paid by the employer on the employees: 

Private Firms: 50% of workers' salaries as tax with 35% 
contributed to retirement, and 15% to taxes (health-care, 
education). The minimum regulated salary at a private firm 
is OM 200 and so the minimum tax is OM 100. 

The owners of private firms must pay a 35% tax on ~refit. 
This is calculated every three months by the tax off ice 
based on the firm's accounts. 

State Firms: Must pay 100% tax on workers' salaries (40% 
tax, 35% to retirement, 25% to healthcare). Salaries at 
state firms are much lower than at private firms. 

4. There is also a 25% tax on salaries (50% municipality and 50% 
CRHB) charged only to state-owned enterprises. 

5. Tax on Services is paid by wholesale shops and is 10% on 
markup. The following criteria must be met: 

-stock must be paid for through GAS; not in cash; 

-the trader must maintain receipts for goods sold to retail 
enterprises and the retail shops must be licensed; 

-a list of all retail customers must be submitted to the 
government so they can be charged the appropriate sales tax. 
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For most of 1994 Kiseljak was paying its own expenses in addition 
to financing the army. Since January 1, when it implemented the 
tax system with Mostar, it began getting some CRHB assistance and 
salaries for all employees have increased substantially. 

Fojnica Municipal Tax Department, Bosniac in Fojnica: The 
official reported that there are no wholesale businesses 
operating in Fojnica. Retail businesses pay tax weekly, 
depending on the kind of store, location, and turnover. Trade 
enterprises must keep books and are taxed on turnover. Business 
books are reviewed twice a week. 

Taxes for catering enterprises are also estimated but are not 
required to keep books. A commission estimates what the figure 
should be. There is also a commission of appeals which is headed 
by the president of the taxation service. Enterprises are not 
charged tax on their employees directly, it is included in the 
contribution which they give to the municipality each week. 

NOTE: In this fluid situation, laws are often changed and 
individual municipalities vary widely in their knowledge and 
implementation of these laws. It is unclear how efficiently the 
Kiseljak tax code is enforced; however, information on taxes was 
readily available on its database. The Fojnica tax department 
didn't seem to be computerized; Fojnica is smaller than Kiseljak 
and with less economic activity, so there may net be a need for a 
computerized system. The two systems have similar laws but the 
Croat system seems to be more transparent; it is believed that 
both systems are subjective in their application and that the way 
the laws are enforced varies widely among municipalities. 

Ivan Zadro of Prozor municipality said that collection of taxes 
is difficult; he estimates 8% of the taxes due are collected in 
Prozor (in Mostar it is 5%). The key to collecting taxes is 
encouraqing firms to ·make payment through their accounts at the 
bank or the GAS. Ivan estimates that tax collection this year 
will be much more efficient. 

CASE #7 Two perspectives on the customs and tariff system 

Croat Version (Mayor of Zepce) : All goods purchased in Croatia by 
importers must include payment of a transit bond which is equal 
to the tax at retail. At the Croatia/CRHB border the trader 
states the destination of the commodities. If he says Zenica he 
goes through and returns to collect his deposit when he pays the 
required fees and brings back the stamped documents. Since April 
19th all taxes paid in the territory of ARBiH control are for the 
BH government and the same for HVO control led areas. Zeni ca 
customs collected DM 17M in September. 

Bosniac Version (Mujanovic, owner of Ferimpex Zavidovici):Why are 
90% of goods purchased in Mostar? A Bosiac trader must get to 
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Medugorje to apply for a visa. To get the visa he must have a 
written invitation from a Croatian company which also qtJ;.,rantees 
financial responsibility. The company must also fax Medugorje to 
confirm. The Bosniac trader must arrive in Medugorje the day 
before he wants to apply because the visa off ice closes at 10 AM. 
The Bosniac trader must go in person. The only visa ~vailable is 
a single entry visa for business purposes (can get a visa in 
Zagreb from the Department for Refugees but needs to get to 
Zagreb). Some people on business visas are not businessmen. The 
next day the successful applicants can pick up their visas after 
11 AM. In Croatia, when goods are purchased, all taxes must be 
paid as if purchasing goods for sale in Croatia. Taxes are 
acting as transit bonds but there are no bondsmen; taxes are 
often 100% of the price of the goods (coffee, tobacco, alcohol, 
sugar and cooking oil are particularly high). The difference in 
price between the prime and the final must be deposited in a 
specified bank. The bank promises to return the funds within 30 
days of receiving the stamped papers. 

NOTE: A municipality-issued ID card ·is sufficient documentation 
for a Croat to cross the border. These ID cards can be cross
checked, at the border, against information supplied on baptism 
certificates from the catholic Church. 

CASE #8 Varied outlooks on private business and taxation. 

Sawmill, Draqo Bilic, Croat in Busovaca: Before the war, Drago 
was producing 15-20 m3 of timber/day. Last year he averaged 10-15 
m3. He does not work much in winter. The main market is in 
Croatia with a smaller market in the CRHB and the Busovaca 
municipality. Drago purchases logs from around Busovaca and 
Fojnica (Croat sides). His current supply came in December; he 
has piles of finished product. The main problem is credit. He 
must pay in advance for logs but must extend credit to purchasers 
(market competition). He is currently waiting delivery on logs 
for which he has paid. He would like to process wood himself, 
and produce furniture products. Before the war he had contacts, 
but he would not invest now. Last year, his 10 employees were 
paid DM 700; if they had been declared he would have had to pay 
an additional DM 700 and would not have made any prof it. 

sawmill, Jugovic Fahrudin, Bosniac in Kacuni: Just before the 
war, Jugovic invested DMS0,000 in starting his sawmill. He was 
originally located in Tesanj but when fighting with the Serbs 
broke out he moved the mill to its current location, just prior 
to the war with the Croats. Jugovic works for the forestry 
department which delivers logs and picks up the final product. 
He is paid 17DM/m3, he pays for maintenance and electricity, and 
can cut 8-10rn3/day. He would like to start processing wood into 
furniture; he believes after the war there will be a good market. 
The manager of the forestry department who was at the site said 
that timber is sold to the CRHB, Croatia and locally. The 
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forestry department does not process wood as the factories are in 
Croat-controlled areas of Nova Bila (100,000 m3/year) and Vitez 
(50,000 rn3/year). He explains that "war made us do things this 
way." There are plans to make palettes from scrap wood. 

NOTE: These examples portray the two different approaches which 
municipal authorities generally have to private business. The 
Croat owner, though saddled with taxes, is left to conduct his 
business. He is under no obligation to the municipality other 
than taxes. The arrangement between the Bosniac mill owner and 
the forestry department is unclear. This type of relationship 
often involves an owner serving a "work obligation" for the 
military or contributing to the war effort. The taxes which he 
is charged are included in the contract price which is, based on 
other observations, much lower than the price quoted. 

CASE #9 The relationship between municipal officials and private 
businessmen is multi-faceted and varies from place to place. 

Economic Minister Uskoplje, Croat in Gornji Vakuf: If a private 
businessman (or state enterprise) would like to employ someone 
currently in the army [in front-line communities almost all men 
between the ages of 18-60 are enlisted for either active service 
or a work obligation), the municipality must release the 
prospective employee from his obligations. There is a list 
compiled by the municipality of priority sectors which the 
municipality believes are beneficial to the community and worth 
supporting. Since the signing of the Washington Agreement the 
town has been working on revitalizing the economy. The process 
is informal and not transparent. The list of priority sectors is 
confidential, firms must apply for workers and if received, the 
business knows that the sector is a priority. On the Bosniac 
side of town, the municipality said the same; there is no problem 
if the work is necessary. Production is necessary now, but the 
municipality decides if the job is valuable. 

Carpentry Shop, BusJtic omer, Bosniac in Kacuni: Orner owns a 
carpentry shop and produces beds, window frames and chests. The 
market is fair, but he has no employees. He was drafted by the 
army but works in his shop. Forty percent of his time he works 
with army-supplied wood, producing things for the army; while 
sixty percent is spent on producing items commercially from wood 
he purchases. He does not receive any pay or assistance from the 
army. Before the war he had two assistants and produced items 
for private businesses and the government. He learned the trade 
from his father and also attended vocational school. His father 
invested OM 80,000 in equipment 20 years ago. 

Maqlaj Business Association, President Osman Muratbasic, Bosniac: 
The association was initiated on June 4, 1994. The 70 m~~bers 
pay SOM/month (first three months in advance). Members include 
chicken farmers, restaurant owners, traders, feed producers, 
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tannery owners, tailors, building materials producers, plumbers, 
car parts producers, central heating installers and pasta 
producers. It is licensed by the municipality and employs a 
manager; the other officers are volunteers. The organization 
gives assistance to private businessmen. The Minister of Economy 
said it was for developing market information and that the 
Director of the association could sign contracts on behalf of the 
private enterprises if they agreed. The organization was formed 
in agreement with the municipality to mediate between private 
businesses and the municipality. The association is given office 
space, access to oil and petrol and has benefited from the 
relationship by being represented at higher political levels. 

The association contacted the Zenica organization for assistance 
in how to start the association, defining government regulations 
which affect business, and how to organize. There is only one 
member of their association who is a member of the Private 
Initiative Party (formed by private businessmen in 1990) . The 
members favor forming links to similar organizations across the 
country, as long as there is no interference in local affairs. 

The Association was formed when 300 (not all members) businessmen 
met and chose people to be on the General Assembly. The Assembly 
chose the officers of the association. These officers chose the 
President and Vice Presidents of the Managing Board, while the 
President was chosen by the General Assembly. 

Heating and water systems, said Hrnjic, Bosniac in Maglaj: New 
systems are not being installed, and the business is now all 
repair work. People need service but don't have money. When he 
doesn't have good jobs he works for low rates. He repaired 
central heating at a clothing factory for DMS,800, an NGO project 
on which he was the low bidder. The Municipality helps NGOs find 
contractors. He employs five workers at 2DM/hour. He believes 
that there will be a good market for his skills after the war. 
He is currently renting his office from the municipality. The 
two-year contract required him to renovate the off ice and pay 
150DM/month. He has all necessary equipment in his workshop. 

NOTE: As in all instances where national security is threatened, 
government officials, both military and civil, are wielding more 
power than normal. This is especially true in front-line areas. 
Though businessmen can pay to avoid military service (formerly, 
it was possible to avoid it completely, now most serve a short 
stint), military conscription is used as a tool of coercion. NGOs 
are a main market for private business. If these programs are 
implemented through municipalities, it becomes essential for the 
businessmen to be on good terms with the municipality. 

CASE # 10 The legal system with regard to NGOs and banks. 

NGOs should be registered as humanitarian organizations, and have 
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documentation on the number of employees. 

Laws concerning the formation of a bank are still the same as 
Yugoslavian laws -- banks are formed as partnerships and must 
deposit DM620,000 with the central bank. Interest on loans from 
state banks is 5-10%/year. 

Collateral for loans should be real estate {except forests and 
arable land) . The value of the property can be assessed by 
anyone, as long as the parties agree. Any loan agreement should 
state that the property is being used as collateral and the 
contract should be signed and stamped by the court (estimated fee 
$50). The agreement should also state the procedure upon default 
or transfer of ownership. 

The court is unclear on the definition of banks or how this 
might apply to credit unions or revolving loan funds. The 
general consensus is that if implemented by a registered NGO 
which is not financially profiting from the program there is no 
legal problem. Collateral is expected by all parties involved 
{politicians, loan recipients, courts) and should be incorporated 
into any credit program. 

New laws have been adopted for the Federation territory, but the 
Courts have not received the body of the text as yet: 

1. Law on Enterprises 
2. Law on Customs 
3. Law on Customs Tariff 
4. Law on Special Compensation for Imported Goods 
5. Law on Customs Service of the Federation 
6. Law on Insurance of Property and Persons 
7. Law on Banks 
8. Law on Inner Monetary Circulation 
9. Law on Accounting 
10. Law on Financial Business 
11. Law on Inspection 
12. Law on Financial Police 
13. Law on Amnesty 
14. Law on Supreme court of Federation of Bosnia and Herzegovina 
15. Law on Federal Prosecutor's Office 
16. Law on Qualifying Examination for Judges 
17. Law on Federal Legal Office 
18. Additional Law on Ministries and Other Managing Bodies 
19. Law on DPs, Expelled People, and Refugees. 
20. Law on Humanitarian Aid 
21. Law on Trade 
22. Law on Price Control 
23. Law on Market Inspection 
24. Law on Foreign Trade 
25. Law on Free Zones 
26. Law on Foreign Investments 
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CASE #11 Business Associations in Central Bosnia 

Poslovno Udruzenje Samostalnih Privrednika zenica, secretary 
Husein Omeragic, Bosniac in zenica: Before the war, the 
organization had a head off ice in Sarajevo and district off ices 
in Mostar, Zenica, Banja Luka, and Tuzla. The Zenica district 
included Donji Vakuf, Gornji Vakuf, Kupres, Bugonjo, Travnik, 
Novi Travnik, Vitez, Busovaca, Maglaj, Zavidovici and Zepce, and 
had 19,000 members in municipal associations while the Zenica 
Municipal Association itself had 3,600. The system was destroyed 
during the war and now the Zenica Association has 1,300 members. 
The members are generally involved in services: transportation 
(taxi, bus) craftsmen, trading. During the war and the blockade 
there were only 300 members. On May 28, 1993 the mandate changed 
from a district office to the Zenica Municipality because of the 
Serb and Croat occupation of the towns of Donji Vakuf, Vitez, and 
Busovaca. The board passed the idea to organize at the cantonal 
level, and organize cantons to have representation at the federal 
level. There are plans to invite Mostar businessmen with whom 
they have connections from earlier times. 

Virtually all of the 1,300 businesses are services. A delegation 
visited Slovenia and Croatia, and will attend a fair in Germany. 
The association had good meetings with businessmen and purchased 
some equipment, but feels there will not be real gains until the 
war ends, and that is up to politicians. 

The 1,300 members represent the community from which they come. 
The President is Serb (owns a transport company), the Vice 
President is a Croat (owns an electrical repair shop), and the 
Secretary is a Bosniac (not a private businessman). They are 
interested in business, not politics, but have a political party 
to further business interests: Party of Private Initiative. 

The Association receives no funds from any political party and 
charges a small membership fee (DMlO/month). Members contributed 
DM7-12,000 and became partners in a Cafe and Import company. The 
Association also invested DM9,000 in the company and get some 
operating funds from this investment (in addition to membership 
fees). Monthly expenses are GOODM; DM440 for the rent of 2 rooms, 
and DM160 other costs (salary of secretary, etc). Suggested 
assistance includes a computer and communication equipment. 

zavidovici Business Association: The organization was recently 
formed to work on common business interests (how to buy goods 
more easily from Croatia; how to organize producers; how to make 
contracts to supply certain products). Some members have 
contacted businessmen in Mostar but not officially as a group. 

Zepce Business Association, Ivan Penovic: Zepce is also in the 
process of forming an association. There are 88 small craft 
businesses (2-3 employees) and 38 larger firms (15-20) interested. 
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Maqlaj Business Association, Osman Muratbasic: See CASE #9. 

NOTE: In Bosnia's first and only elections, all of the major 
parties campaigned along ethnic lines ( 11 we are a historic people, 
we should demand our rights, we have been abused") . The Party 
for Private Initiative however, focused on economic concerns. 
While it is difficult to judge how egalitarian the organizations 
are, it appears the organizations are reaching out to businessmen 
of all ethnic groups in a common desire for prof it. 

CASE #12 Charcoal Production, Aletic Ramiz, Bosniac in Fojnica: 
Aletic is a trader and transporter who for 10 years has 
produced, packaged, and transported charcoal in 3 and 5 kg bags 
to Germany and Austria. He would make a substantial profit if he 
could export directly. Now he sells charcoal for DM.30/kg, but it 
used to be DMl; he estimates that he makes 20% profit now. He 
recently exported a shipment to Italy, with each truck containing 
17-18 tons of coal. He could not export directly, but had to use 
a Croat middleman he knew before the war. Though Aletic owns a 
truck, he feels he was forced by political reality, problems with 
freedom of movement, and communication, to use a Croat's trucks. 
He stated he used the middleman as a political reality and not 
for lack of fiscal resources. He would like to ship directly as 
before the war. He was paid for the shipment in canned meat and 
BH dinars. Being paid in commodities is not unusual; customers 
pay in processed timber, oil or flour (basically anything). If he 
sells to the government he also gets paid in goods. 

The area has traditionally produced charcoal which is made from 
Beech wood and is of the highest quality. Aletic uses waste 
material from the forest: diseased trees and cuttings from 
logging operations. He sometimes pays a small amount to the 
Forest Department. He used to produce 100 tons/month but now 
only produces 20 to 30 tons. Most of his employees are relatives 
and he generally pays them food. The business has served him 
well; he owns a warehouse, a truck, and a house in Fojnica. From 
lm3 of wood he produces 100 kg of charcoal. He would like to 
make an oven built of fire resistant bricks which is much faster. 

Processing Forest Products, Nedeljko Jukic/Aqronomist, Croat in 
the Croat part of Novi Travnik. Jukic collects and processes 
fruit and fungi which grow naturally in the forest. Most of the 
forest in the surrounding ureas are controlled by Muslims. In 
1994 Jikic purchased DM300,000 of products, 80% from Muslims. 
Jukic preserves and sells products in Croatia. He uses sulphuric 
acid as a preservative, which reduces the quality of the product 
as well as his profit margin. He would like a freezing facility 
which would maintain quality. He would like to purchase a 400m3 
freezing facility (DM150,000). He has half the necessary capital 
and could repay a loan for the other half in 2-3 years. The area 
produces 1,600 tons of berries/year, valued at DM2.4M, and 
mushrooms valued at DMlM. 
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A Bosniac in the Bosniac part of Hovi Travnik comments on the 
same proqram: Since the Federation, the two sides have 
established a working relationship because while most of the 
forests are controlled by Bosniacs, Jukic has good markets in 
Croatia. Jukic would like to open a center for processing. The 
collectors are paid in flour, sugar, oil, detergent, and a small 
amount of money. The commercial goods came from the purchaser of 
the fruit in Zagreb. These goods were tax free except for the 3% 
which was paid to the municipality (Bosniac) . Last year the 
operation started in July which was too late in the season; it 
should have started in the spring. Bosniacs believe Jukic's 
profit margin to be 25% of the price the collectors are paid. The 
selling price in Zagreb is 1 DM/kg of which DM.75 is given in 
food to the collectors and DM.25 covers profit and other 
expenses. The agreement was that sixty percent of the profit was 
for the Bosniacs forty percent for Jukic. The collectors have so 
far received 80% of the profit they are due, but in goods only. 

carpentry Shop, Orman Ibrahim, Bosniac in Fojnica. Orman was 
drafted and is serving a work obligation for the army in his 
carpentry shop. He is allowed to do commercial work for personal 
gain. Currently Draum is working on a commercial job for a Croat 
in Kisljak. The man gave him the wood which he is processing for 
use as siding. He believes that the man did not have a problem 
transporting the wood back and forth. Before the war he worked 
on his own behalf and paid taxes. Orman used to employ 10 people 
and produced doors, furniture, etc. The market is the problem 
now. He only produces goods for local people who order them. 
Sometimes he supplies the raw material and sometimes they do. 

NOTE: While it is clear that firms trade for mutual benefit, 
given the political situation with regard to freedom of movement 
and communication, Croat firms have greater bargaining power due 
to politically-derived leverage. These cases make clear the 
assumption that Croats generally have greater freedom of movement 
and access to markets and that they are using these advantages, 
as would all businessmen, for financial gain. The first two 
examples verge on exploitation and are viewed as such by the 
Bosniac in the first and to a lesser extent the second. The last 
case is the only example reviewed where the relationship involved 
sharing profit. This complex relationship involves coordination 
and trust which is not common. Both parties seem to be fairly 
comfortable with the arrangement. 

There is a resurgence of barter activities (much more common in 
Bosniac areas) which are prevalent for a variety of reasons: 

*poor circulation of currency (existence of 3 currencies); 

*municipalities control large amounts of relief commodities; 

*scarcity of food. 
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CASE #13 Businesses operating in opposite ethnic areas. 

Wood Processing, Kermin Dzinic and Suljic Mujo, (Bosniacs 
producing in Zavidovici, but selling the products in Mostar): In 
the last two months, the partners have produced 800 oak door 
frames for a Split firm and many pine doors for a Croat 
construction contractor in Mostar. The partners, one who owns 
the building and one who owns the machines, have six employe;~s. 
They have a market but it is extremely difficult and risky. 
Transporting the finished product is risky; Kermin always implies 
that he is a Croat. He purchased a new truck and had it 
registered in Mostar because it was safer. He considers driving a 
Croat-registered truck in a Bosniac area safer than the reverse. 
He was able to register it for a fraction (1% customs and 10% 
army) of what it would have cost to do so in a Bosniac area (25% 
customs on purchase price and 35% tax on the price and customs, 
plus various other taxes). Fifty-nine Bosniac businessmen have 
been killed in the CRHB while on business. He says that people 
in CRHB are also scared, he spent fifteen days in the CRHB and 
people were afraid to even talk to him. 

The partners sell finished pine doors to a contractor in the CRHB 
who sells them for double to a humanitarian organization. They 
transport the oak door frames to Citluk (south of Mostar near the 
Croatian border) and the purchaser transports them the rest of 
the way to Split. All the business is done through CRHB firms. 
They charge DM45/door frame but if they want to be paid in DM 
rather than food, the price is half. They would like to purchase 
more and heavier machines, which could be purchased locally. 

Trader: Bernard Barkie, (Croat living in Vares): Before the ARBiH 
entered the town, he and his partner had 32 properties. When 
ARBiH entered the town his warehouses were full (estimated DM 
800,000; all of which was stolen). Bernard currently operates 
two retail shops and a wholesale warehouse. The warehouse 
supplies the steel works, the police station, the bakery, a 
retail store in Olovo (other retail firms supplied from Zenica), 
and numerous cafes. He gives 15 days credit, without interest, 
to the enterprises he supplies. He claims to be the only 
wholesaler paying tax in Vares. His tax for December and 
November was over DM 6,000 just for customs. His enterprise is 
registered in Zenica. He imports goods from Croatia, pays 1% in 
the CRHB and 25% on cigarettes; alcohol, coffee, and other goods 
are from 3-7%. He pays sales tax for his retail shops of about DM 
1,000/month depending on sales. He must maintain extensive 
documentation for the Financial Police to review. He also pays a 
war tax of DM5/m2 on floor space per month which equals about 
DM200/month (DM50 for each shop and DMlOO for the warehouse). He 
has 13 employees but only three are registered (1 Bosniac, 2 
Croats; unregistered are 8 Croats and 2 Bosniacs). He pays tax 
on employees and tax on himself; because of political reasons he 
could not register the Croats (unrecognized] if he wanted to. 

A - 20 



The ARBiH is a problem. Soldiers often come into the shop and 
take money or products. In the last 3 months he has lost about 
DM2,700. He asked the municipality to regulate this through 
taxes but they have done nothing. He went to the police but 
received no help; he claims the police are involved. 

He pays all the taxes and customs but can't even get any petrol 
for his car without permissi~n from the municipality each time, 
and then only receives 5 liters. He must do everything directly; 
others have relatives in the municipality who can solve problems. 

Bernard purchases iron from the state factory, transports it to 
the CRHB, and exchanges it for the products he needs. He usually 
rents a truck. Approximately five trucks of iron products are 
equal to one truck of commodities. If he uses government 
transport he can take 35MT of iron (20 MT pays the driver) but 
only 20MT if he rents private transportation. 20MT is not enough 
so he takes some cash also. The factory is only producing small 
amounts, mostly for the army. He is the only private person who 
purchases their products (manhole covers and fencing) . 

Bernard accepts all currencies, DM, Dollars, Kuna, and Bosnian 
Dinars (which pensioners receive from the government). He uses 
the dinars to pay certain types of taxes but receives too many. 
He says that he can only lose exchanging money because rates are 
poor. He is the only shop owner who accepts Dinars. 

Bernard says that he supports a basketball and a football club. 
He has 5 different membership cards from community organizations 
he supports. He led the first convoy after the cease-fire and 
facilitated the paperwork. He works with ARBiH and UNPROFOR. 

He would like to open a warehouse for construction materials; he 
already owns a warehouse near the UNPROFOR base. He could 
purchase 5 trucks of material in Slovenia. Approximately 70% of 
the materials cannot be produced locally and while the other 30% 
can, they are more expensive than in Slovenia. While the market 
for construction materials is small, he believes it will improve. 

State firms offer no incentives for good management. Before the 
war he cooperated with managers of government stores to sell his 
products instead of state products" The arrangement was good for 
him and the manager but bad for the enterprise. State managers 
are not paid in accordance with how productive the firm is. 

He says he helped 1,200 Croats return to the area but they 
continue to ask for food, transport, etc. He has to refuse them. 
He saved 120 Bosniacs from Kiseljak HVO units on 24 October 1993. 

NOTE: The fact that the business in the first case has a serious 
market, albeit a dangerous one, is noteworthy. This is one of 
the few manufacturing firms which we visited which could make 
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immediate and productive use of a loan by increasing production 
with the purchase of more equipment. The fact that this 
equipment can be purchased locally (equipment which is laying 
idle in other firms) reinforces what a valuable asset a market 
is. The partners are willing to risk death (there have been 
severely beatings) to maintain their market. The difference in 
tariffs and taxes on equipment and material between the two sides 
is large. Continued disparities of this type will strengthen the 
Croat manufacturing sector (like their current dominance in 
trade) and further marginalize Bosniacs. Unfortunately the RBH 
seems to be increasing taxes and eroding the tax base through non 
compliance, capital flight, and reduced economic activity. 

In the second case Bernard has a strong financial incentive to be 
where he is. Although he would not be trading if he were not 
making money, it seems reasonable to assume that he is hoping to 
ride out the war and regain some of his lost property. The 
problem he raised about soldiers taking what they want from shops 
is not limited to shops owned by the opposite ethnic group. It is 
noteworthy that while ingratiating himself with the community 
(his assistance in helping to clear trucks through customs is 
particularly valuable) he is also helping Croats return to the 
area. While his figures are exaggerated, he does seem to be 
involved in this very sensitive undertaking (there are many 
check-points between Breza and Vares to stop returning Croats). 
When Croats return they are not officially recognized. 

Although they exist, no cases of Bosniac businessmen living and 
conducting a business in a Croat area were found. Numerous 
examples of the opposite combination are available. This 
suggests more tolerance in areas under Bosniac control. 

CASE #14 Personal cooperation can overcome political barriers. 

EZ soap Company, Salem Ekmescic, Bosniac refuqee in Zenica: 
Salem Ekmescic left Busovaca in February 1992 and is currently 
living and doing business in Zenica where he started EZ, a soap 
making business. In Busovaca, Salem started as a lineman 
repairing machines at the Mediopan co.; when he was forced to 
leave he was the Manager of Research and Development. During the 
last days·he was in Busovaca, he was living under the stairs (the 
HVO wanted to put him in concentration camp) but on the last day 
his (Croat) friends picked him up with a car, paid off the HVO 
police from the CRHB and drove him to Vitez from where he made 
his way to Zenica. He believes he was helped froru a high level; 
apparently, he gave Karadzic a job in the factory in the past. 

After the Federation Accord, Salem's Croat friends sent him food. 
Salem said that he would rather work. They asked what materials 
he needed and then purchased and imported the materials to the 
Lasva valley. He had to pay Croat and Bosniac customs, a total 
of 15%. Salem has repaid over half the loan and will pay off the 
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rest soon (instead of saying Insha Alah, he followed his last 
comment with, "all I need is my health"). 

He started his business in July 1994. He is currently using a 
500 liter mixer but has 1,000 and a 1,500 liter mixers in Kacuni 
(Bosniac-controlled part of Busovaca). He believes that he could 
supply all of Bosnia. He is currently selling anti freeze, 
shampoo, dish washing detergent, and cake soap for grease 
(mechanics). The hand paste has been selling the best since 
January. He is planning to develop bathroom disinfectant, soap 
for washing clothes, and soap to remove grease from machines. He 
gets his materials from Zagreb, Tuzla and Italy; printing is done 
in Zenica; and cartons come from Maglaj and Vitez. Salem is not 
renting the office, warehouse space which he currently occupies; 
owners gave him the space, hoping for a job. 

When asked why he doesn't specialize in a few products he replied 
that all of the products use basically the same materials and 
when some sell poorly others may do well. He enjoys creating new 
products. He has 45 tons of products in stock. Salem says his 
products are better quality and cheaper than those of his 
Croatian competitors. Labor is cheap because he is using his 
wife, daughter, and neighbors. He attributes his ability to sell 
product in Vitez, Kiseljak and Busovaca to the fact that he has 
good Croat friends and that he is respected. 

All of the products he produces had to be approved b"'· the 
government. Approval for the anti-freeze was fairly easy and 
simply required certificates from the producers of the raw 
materials, a DM200 fee, and four days for processing. The 
licensing procedures can be done in Zenica. The licensing 
procedure for products for use on humans was extremely difficult. 
The procedure takes place in Sarajevo which he can't get to, so 
he needed to hire a person to do the work for him. The 
regulations are difficult and time consuming and the process is 
made worse by problems of access. Procuring, producing, and 
marketing according to GAS requirements is extremely difficult 
and time consuming. He must: 

*contact the firm that will supply him; 
*comply with customs office, duties, etc.; 
*fill out documents for receiving materials; 
*debit raw materials; 
*give invoice to warehouse and receive a receipt; 
*credit warehouse stock and debit production stock; 
*make products, debit warehouse of final products; 
*reach agreement with purchaser; 
*receive order from purchaser; 
*prepare invoices and receipts in triplicate; 
*send documents to GAS 
*authorize GAS to credit the purchasers account and debit 
the sellers account 
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The bulk of the book-keeping requirements and procedures c1re 
designed to facilitate the collection of taxes. For tax purposes 
a monthly calculation of costs for all products is required. 
These costs need to be accurately supported by documentation, or 
the state charges a 70% tax plus a penalty. He pays 5% tax on 
prof it and a 10% special tax for producers. Salem is currently 
arguing this tax imposed by the municipality but which he thinks 
should be under Federal jurisdiction. Every four months total 
prof its are taxed by the Federal government. 

He must regularly give food and money to the army, which he feels 
is reasonable. All wages are taxed. He complains that it might 
be fine for a large firm with administrative capacities to follow 
all of these procedures, but it is very difficult for a small 
one. He would like to see a reduction in taxation and paper 
work. He had to purchase from the government 200DM of invoice 
books with the same exact information in two of the books. 

He has not gone into retail (not enough funds) but would like t~ 
open a kiosk. He would also like to sell larger quantities 
without packaging (much cheaper). Detergent which is usually 
DMl.7 in liter packages could be reduced to DMl if customers 
brought containers. He has 30 customers. In December he started 
working with NGOs but they are suspicious. He is working with MSF 
compiling packages for medical staff. Besides being a good 
market, he thinks distributing through NGOs will get people to 
try his product and generate name recognition. He gave the 
hospital a gift of his products and it started buying them. 

In the future he would like to make toiletries, shaving cream, 
aftershave and deodorant. Salem would like someone from Zenica 
to buy his firm and employ him so he could concentrate on 
developing new products. He has not had rnuch luck yet, as 
manufacturing is much more complicated and less financially 
rewarding then owning a restaurant or trading. 

NOTE: Salem was able to avoid many obstacles Bosniac businessmen 
normally face (FOM and obstructionist import procedures) when he 
was assisted by his Croat peers. This case gives hope to the 
idea that personal relationships may overcome political agendas. 
While it was not stated, it is likely that the Croat partner 
gained financially from the agreement, which is a necessary 
condition for any meaningful process. The difference from the 
first case, where "exploitative" gains were received from the 
Croat charcoal exporter, is that Salem is adding value after the 
Croat relinquishes control and supplies the goods. It is 
encouraging that Salem purchases plastic containers from Tuzla, 
cardboard packaging from Maglaj and Vitez, and has printing done 
in Zenica. His ability to procure locally also assists control 
over the product. It is unclear whether his stock was produced 
before the war or is newly produced. 
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CASE #15 Problems faced importing goods, partial solutions, the 
availability of credit, and aspects of the tax system. 

Retail Trader, Kurtalic Adnan, Bosniac in the Bosniac part of 
Novi Travnik: Kurtalic purchases from a wholesaler in Mostar and 
picks up the product in a truck registered in the CRHB and rented 
from a Croat. Though people know he is Muslim, it is safer for 
him and his goods if he follows this procedure. He is not 
stopped by the police in Mostar, and believes his chances of 
avoiding robbery are better. Kurtalic would like to import goods, 
but does not have working capital. Some businessmen tried to buy 
goods at the factories in Croatia, but the factories quoted a 
higher price than in the CRHB, saying they had agents. He pays 
double taxation -- in the CRHB and also on the Bosniac side. 
When he purchased goods in Hungary he paid a transit bond equal 
to the value of the goods. It took three months, two trips to 
Croatia, a lot of paperwork and knocking on many doors to get his 
deposit back. Kurtalic will not import goods again, since it is 
not cost effective. He will just buy them in Mostar. 

Kurtalic prefers the Croat system, where a transit bond is for 
the whole year. The CRHB is protecting its market and stimulating 
the economy by getting Bosniacs to buy where it is cheaper. It is 
cheaper if a CRHB business imports goods for a Bosniac. Kurtalic 
has been offered a working arrangement by a Croat businessman, 
but they are waiting to see what happens at the Federal level. 

Kurtalic said customs paid to the CRHB are not passed to themRBH. 
He pays two sales taxes, to the RBH and to the municipality. 
Food is generally 3% municipality and 10% RBH (bread, oil and 
milk are tax-free), detergent is 16% municipality. on 31 October 
1994 the RBH imposed duties of 140% on cigarettes and liquor, 
which used to be tax free if taxes were paid where the goods were 
purchased. From January 1, the RBH imposed sales tax of 10% 
because it was not getting customs revenues. Taxes on profit are 
34% and must be paid at the end of the year to the municipality. 
Kurtalic says that high profit and high turnover goods are the 
same and include candy, alcohol, beer/drinks, coffee and 
cigarettes. He is currently renting his shop for DM256/month; he 
also has the adjacent room which he intends to turn into a cafe 
which costs DM129/month. The rooms are the same size but renting 
from the municipality is cheaper. He invested DM15,000 
rehabilitating the rooms on which he has a lease. 

Kurtalic received a loan from the bank for DM15,000 for one month 
and at 10% interest for the month. Only well known people can 
get loans. Interest is lower now (5% but still short-term). He 
would be happy to get a loan for a year at 50% interest. Croat 
areas are geneLally well connected to banks in Croatia and 
Germany and give loans on property. 
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CASE #16 Assisting businessmen in developi~q business sk~-lls and 
perspectives. 

store owner/Former Tailor, Muhammad Brnjic: Bosniac in Maglaj: 
For many years Muhammad worked for the state clothing factory in 
Maglaj. six years before the war he left the factory and started 
his own tailoring bµsiness, purchasing fourteen sewing machines. 
He employed fourteen people to produce ready-made childrens 
clothes and protective jump-suits. Forty percent subcontracted to 
the large clothing factory for which he had worked, and sixty 
percent involves importing material and selling the products. 
Labin Co. in Croatia sends him material and specifications. He 
produces and returns the product which Labin markets. He 
sometimes picks the material up directly from the company with 
his truck. He is currently a trader which he doesn't like, 
though the money is good. He would like to start his tailoring 
business again (machines are in storage) , but he used most of his 
capital, and gave most of his products to the army. 

Information systems Consultant, Ermin Hasanaqic, Bosniac in 
Vares: Ermin is serving his work obligation assistins:: the Vares 
GAS. He uses his own computer, 286 with Clipper Software (dbase 
program) and Word Star. He is a mechanical engineer who worked 
10 years in the parts department, maintaining the inventory of a 
major factory. He does not get paid and though he has an 
assistant, the municipality would have trouble in finding a 
replacement for him. He also works for five private firms and is 
paid DM50 /month by them (total) . There are currently only ten 
private enterprises in the area which would need these services. 

Ermin would like to set up a consul ting f irrn for small and medium 
sized enterprises to establish information systems. He would 
also teach computer classes for a more general audience. If he 
had a loari of $10, ooo he would purchase a 486 computer for desk
top publishing, a laser printar, a few 286 computers, two dot 
matrix printers, and soft.ware. For the classes he would ask 
people to pay a portion of the fee in advance and the rest in two 
installments. The cost of the course would depend on the 
students. He would also give advice to businesses on hardware 
and sofcware, and system configuration. He says its possible to 
import computers but there are problems. He believes he wouldn't 
be threatened by the army or taxation because he could work 
something out with the municipality. When asked if he thought he 
had the skills necessary to manage a business he said that he 
cannot think of anyone who has those types of skills. 

NOTE: While the team was pleasantly surprised with the 
entrepreneurial spirit and largely pragmatic views of the 
businessmen with whom we visited, it is also obvious that 
business perspectives often taken for granted in the West, are 
largely lacking in the world view of these businessmen. When the 
tailor speaks of finding a market for his goods, his aim is to 
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find a firm which will send him specifications and material so 
that he can produce the goods and send them back. Many of the 
firms which we visited have never benefited from adding value, 
beyond labor., to the products they manufacture. 

For the information system specialist to be a success, he must 
have a strong understanding of the needs private businesses face. 
While he is probably an expert at setting up a database for a 
parts department, it is unlikely that he has the experience and 
perspective to develop systems which would enable owners to 
significantly improve business management. There is a good 
market for people who are able to teach computer skills; his 
counterpart in Zenica earns DMl,000/month. 

CASE #17 Privately owned construction enterprises. 

cement construction Elements, Krehic Asim, Bosniac refugee from 
Vit~z: Krehic's business, or what is left of it, is in Croat 
territory and inaccessible. He used to produce 15 items for use 
in construction. He also had a grinding mill with a 1,000 
kg/hour capacity. He currently owns a petrol station in 
Pocolitsa and a trading company. He employs fourteen people in 
his businesses. He would like to produce glue for ceramics 
because the local market is good and it is currently imported. 
Only 2% of the material for production would be imported. With a 
DM20,000 loan he could start production and employ two people. 

Aluminum Doors, Mato Tolo, Croat from Kresevo: Mato used to 
produce aluminum door and window frames and tin gutters. The 
material came from a factory in Metkovic which is only producing 
to order now. Before the war he produced approximately 10 
doors1week. He is not working now though he will produce to 
order from material left from before the war. 

Concrete Building Units, Bahtovic Samir, Bosniac in Fojnica: 
Bahtovic is currently not working. He has a truck, a bulldozer 
which needs repair, and some machinery, but his manufacturing 
site is severely war-damaged. He previously produced cement 
beams and bricks. The bricks were produced from waste material 
from the Kakanj power plant. Sand was supplied from Gojevic 
which is now on the Croat side and cement was supplied from the 
factory in Kakanj. He could produce 3,000 units/day in good 
weather. He used to import rebar from the Croatian steel-works 
at Sisek. His truck is currently being used by the municipality 
for transportation services. The pay he receives depends on the 
weight and destination, generally 5-15DM/ton. Bahtovic is not 
happy with the situation, but must do what work there is. He 
needs spare parts for the bulldozer whir.h could be used by the 
state for the sawmill, roads construction, or forestry services. 

construction Materials Manufacture, Gorcinovic Petra Radovan 
(Montenegran in Maglaj, on the front line): Before the war, 
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Gorcinovic produced cement floor tiles, ornamental bricks, 
chimney caps and cement "market tables". He has not produced 
anything since the cease-fire began on January 1st, though he 
recently sold 330m2 of cement floor tiles (OM2-2.5 each}, which 
he had in stock, ~o a private restaurant in Zepce. If the cease
fire holds he will start producing market tables (most have been 
destroyed) and chimney caps. A good source of sand is now 
inaccessible because of the war so he will have to pay more. He 
gets white cement from a trader in Zavidovici who imports it from 
Croatia. From June 1994 he was paying 500M/month tax, but in 
November the amount doubled. On services he pays 5% of gross 
income (all books carefully kept) . 

Echo Architects ~ Engineers, Jozo Sahinovic, Croat in Zepce: 
This state firm is scheduled to be privatized. It currently 
employs sixteen laborers and six engineers (who are paid OM 
500/month) • The group comprises architects and structural 
engineers who design new buildings and repair old ones. The 
manager said that forty percent of the company is owned by the 
workers. He said that the workers will buy the firm from the 
CRHB. He stopped mid-sentence, said "Bosnia-Herzegovina", and 
then "the Federation". The mayor clarified that the details are 
being worked out with UNPROFOR's help. The company grossed OM 
250,000 in the last five months and is currently working on plans 
for a new hospital in Usora worth OM60,000. The company would 
like to invest DM 50-60,000 in equipment for planning and 
designing (computers) and in raw materials. The building was 
worth DM4-5M; it is currently occupied by UNPROFOR (the manager 
said he could kick them out}, but could be used as collateral. 

NOTE: The question of ownership concerning state enterprises is 
obviously unclear. In some cases viatle parts of state 
enterprises are apparently being appropriated by former managers, 
with the formal or informal concurrence of the political 
authorities. Some of these transformed units of formerly 
outdated enterprises may be competitive and well financed. This 
firm seems to be competent and well placed, if somewhat 
premature, for the reconstruction market. It is notable that a 
salary of 500DM/month is high even for the private sector in 
Croat areas; it can't be compared to the DM40 and fringe benefits 
a comparable Bosniac would receive in a state firm. 

Korak Concrete Tile Co., Tonko Rajic, Croat in Uskoplje: Tonka 
imports cement from Split, paint from Germany; other materials 
(sand and gravel) are local. He has a lOOkw generator and 
machinery to produce and load concrete. Cement in Bplit is 
DM13/100 kg and increases to DM18 with taxes and transportation. 
He sells tile for DM.7 each (the cement/tile ratio is 
confidential -- the municipal representative was present). He 
can produce 3,000 tiles/day (limited by the number of molds, the 
machine produces 1,200/hour with the lowest ~:ate being 800/hour) 
with six workers, but he generally produces about 20,000 
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tiles/month. He purchased the machine in August 1994 for 
DMl00,000 and started production in September. He pays his 
workers per unit, the lowest paid is generally DM4/hour. For 
equipment produced in Croatia, import fees are 3%; machinery from 
other countries would be 6%. Raw materials can be imported for 1% 
if produced in Croatia; from other countries it varies. He has a 
mobile phone and a fax machine. His main markets are generated by 
NGOs though there are some individuals buying cement and tiles. 

Lime and sand Production, Jurina Jerko, Croat in ·askoplje: 
Jurina has been producing lime for 45 years. He fires and grinds 
calcium and packages the lime which is used for ~rhitewash and 
iaortar. He sells 100 kg for DM30 and employs ten workers full 
time. He can produce 45 tons/cycle. His market is mainly NGOs; 
he has sold to UMCOR for use as mortar. Taxes are 100% on 
salaries and 25% on prof it. He also owns a quarry which produces 
sand and three grades of gravel. He sells to NGOs and the tile 
manufacturer among others. 

GENERAL NOTES: While the need for reconstruction is obvious in 
Bosnia, the market for reconstruction products and services is 
overwhelmingly donor driven. The general mood is extremely 
pessimistic. People are unwilling to invest in reconstruction 
when it is doubtful that the cease-fire with the Serbs will hold 
or that the Bosniac/Croat conflict is finalized. The income that 
people have is being saved, as the memory of wheat at DM25/kg. 
(currently DM.5/kg.) has not faded. It may be possible that 
people are not rebuilding their houses because they think they 
might get some assistance. This may be more true for families 
with slightly damaged houses which are high on the priority list. 

This section describes fairly some active producers of 
construction materials. It is not coincidental that there are 
NGO-sponsored rehabilitation activities in the area. The ability 
of the tile producer to access machinery and raw materials for 
reasonable customs duties is also an important factor in creating 
the market. The tile producer was complaining that NGO financed 
reconstruction programs on the Bosniac side were contributing to 
looting, as they were using second-hand tiles. 

CASE #18 Aqriculturally-related small enterprises. 

Green House, Ibraqic Hamdo, Bosniac refugee in Kacuni: The 
material (plastic sheeting and wood) for the green house was 
given to Ibragic by the municipality. In recognition of this, he 
is to share the produce with refugees and not sell it. Ibragic 
planted 50 kg. of onions and expects to harvest 450 kgs in March, 
though the growth depends on the weather (warmth/sunlight). 
After onions, Ibragic plans to plant tomatoes, peppers and 
lettuce. He expects to harvest 2.5 tons of cucumbers this year. 
If he is able to return to his home, raising produce in 
greenhouses is his intention. 
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NOTE: Greenhouses seem to be an important and potentially 
lucrative way to increase the production of vegetables. 
Greenhouses are made from the simplest materials, scrap wood and 
thin plastic, to high-tech steel frames and heavy duty plastic. 
!bragic's was a flimsy structure and may not last for much longer 
than a year, but was working well and was inexpensive to erect. 

Pig Farm, Pero Mrnjavac, (Croat in Kiseljak): Pero currently 
owns nine sows which are still immature. Once the sows give 
birth, it will take six months until the piglets are 70 to 80 kg. 
and ready to slaughter. He also mentions that he might slaughter 
some sows three months after they are born because the meat is 
very tender. Pero says that there is a good market for pork in 
Kiseljak. If he expanded his current barn he could raise fifteen 
sows and produce· 200 piglets/year. Pero feels he grows enough 
maize, pumpkins, potatoes, and cabbages to feed them. 

Chicken Farm, Mladen Barisic (Croat in Kiseljak): Mladen has all 
of the facilities needed for a commercial chicken farm with the 
capacity of 1,200 chickens. He mentioned that next door there is 
a similar operation with a 2,200 chicken capacity which is also 
out of operation. Before the war, Kiseljak used to have 17,000 
chickens on 10 farms. Mladen says that IRC distributed 30,000 
chickens from Bugojno to Zenica but he didn't receive any. 

NOTE: It is unclear whether Mladen is not starting production 
because of lack of capital, inability to access the required 
inputs, because it would not be financially rewarding or for some 
other reason. Many NGOs have said that it is financially 
rewarding but it is unclear whether any farmers have been 
motivated enough by these financial rewards to start a farm 
independently. It would also be interesting to see if NGOs have 
the ability to supply materials more cheaply than an individual. 

D. Incubator, Troqrlic Zdravo, Croat in Riseljak: He has 
equipment for 1700, but is currently raising only 10 chickens. 
He would like to have an incubator and a flock of chickens 
producing fertile eggs. Before the war he used to get young 
chickens from Croatia and Serbia. 

NOTE: Before the war, most of the people in Kiseljak commuted to 
Sarajevo's factories and did part-time work on their land. While 
people were involved in chicken farms, it is unclear whether the 
owners have the expertise to breed layers or have looked into the 
complexities of producing or importing specialized food. 

Trout Raising and Restaurant, Beslic Venco, Croat in Kresevo: 
The owner has been operating the business for the past 5 years. 
He gets fingerlings from Prozor. He uses much of the fish in his 
restaurant and sell the rest to individuals and shops. He uses 
approximately 500 kg. of imported Italian fish food/month. 
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Trout Farm (NGO Involvement): Filipovic Kresimir, Croat in 
Busovaca: The farm was established before the war and had markets 
in Zenica, Busovaca and Vitez. Fingerlings were purchased in 
Bugojno. Filipovic received fish free from an NGO and was 
provided two months of food. Upon maturation, 200 kg of fish must 
be given to the mother & child program for distribution. He was 
given 700 kilos of fish at 15/kilo on the 10th of December. The 
fish should grow to 4/kilo before harvesting. Fish currently 
weigh 70 grams. He thinks the fish were sick when received and 
the tank was covered with ice, preventing feeding for some time. 

NOTE: The owner seemed quite despondent about the program. It 
is unclear why unless there were no market which doesn't seem to 
be the case. He may know from experience that trout farms using 
that river should not try to grow trout in December and January 
because it is so cold th~t the fish will not eat. IRC has been 
implementing similar programs which are beneficiary driven with 
ttie main purpose to provide food. IRC generally chooses program 
partners based on the needs of the final beneficiary. If the 
trout farmer, in this case, were making a personal investment, he 
would know that fish should not be raised at that time of year 
and would have done some research on the availability of a market 
prior to investing his money. A program geared to assisting 
sustainable agriculture (as opposed to providing food) might 
require a substantial investment from the recipient, and leave it 
to the recipient to design feasible projects. While it is 
possible that an NGO could import materials more efficiently than 
a businessman, it is doubtful, even under difficult conditions, 
that an NGO would be as efficient in purchasing and distributing 
materials which are locally available. 

GENERAL NOTES: An agricultural developer in Novi Travnik said 95% 
of agricultural land was privately owned; the major exception to 
this was state ownership of forests. The percentage of privately 
owned land is in stark contrast to the percentage of state-owned 
manufacturing and non agriculturally-related service industries. 
When encouraging private initiative, agriculturally-related 
activities must be included. Agriculturally-related products are 
also some of the only products which have a market through the 
war. It is hard to estimate the market for fresh produce in 
season, but out of season it is very good; when Ibragic's onions 
are harvested in March they will be worth DM2.5/kg while onions 
in May are lDM/kg. The scope for widening the market for 
processed foods, juice, alcohol, cheese, dried fruit, mushrooms, 
meat and preserves seems to be promising. 

CASE # 19 Agricultural development programs. 

Terra organi~ation, Miladen Vasic, Croat in Zenica: Terra is a 
parastatal organization started with contributions from the 
municipality and the Zenica Steel factory. The director was 
previously the manager of the milk factory and was also the 
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Director for Development of the Municipality. Terra cooperates 
closely with the Ministry of Agriculture. It designs projects, 
advises NGOs, and provides direction to individuals. It approves 
projects and helps NGOs buy equipment of the best quality at the 
cheapest price. Miladen complains that often NGOs are inadequate 
for the job; examples are distributions of poor quality seeds 
(red beet root for cattle feed and potato seeds which should have 
produced five times the yield than they did) and untimely 
delivery of materials (fertilizer). Miladen explains that this 
would not happen if the government were involved in the program. 
Miladen believes that once pro~uction is increased there will be 
opportunities for canned and frozen vegetables and meat, pickled 
peppers, cucumbers and cabbG:ge. He would like to see a mill set 
up for grinding imported wheat, a DM1.2M mill could grind 200MT/ 
day with the 25% waste used for animal feed. An incubator for 
chickens, expanded orchards and mushroom production are also 
possible. Production of plum and pear brandy, jams, dried fruit 
and juices could be increased. The best vegetables for this area 
are carrots, corn, onions, and cabbage. 

Miladen suggests working through the political system. The 
cantonal structure doesn't exist so he works through the RBH 
government for all programs (it is unclear whether Terra works in 
Croat areas) . Terra has DMlOM for Middle Bosnia and Neretva 
cantons for 1995. It distributes seed packages to families; grows 
seeds for distribution; provides fertilizers and pesticides; and 
is starting a hatchery for trout. It brought in 100 pregnant 
dairy cows and plans to bring in another 600 this year, and has 
established chicken farms. It lacks storage for seed potatoes; 
Zenica Steel wants to charge DMl00,000 to rent a warehouse. 

CASE #20 Other businesses visited 

Forge, Tondar Kujundzic stjepan, Croat in Rresevo: Tondar has 
invested approximately DM2M in his forge. He produces hand tools 
and has six employees including his two brothers; before th~ war 
there were ten. He has thousands of implements which have been 
recently produced. The forge was established in 1981 and 
produced implements for Austria and the railway company in 
Sarajevo. Materials and markets are a problem. It is not possible 
to economically purchase small amounts; the minimum amount of 
material is 15 tons. He sells and purchases raw materials in the 
CRHB and Croatia. Once a week he markets products in Croatia and 
regularly supply shops in the CRHB. He has never had problems 
with criminals on the road (just with the checkpoints and heavy 
paperwork). A loan would enable him to have material in reserve 
and take advantage of opportunities. 150 tons of material in 
stock would help him produce efficiently (1.8 OM/kilo). 

NOTE: Kresevo is a traditional area for forges. A forge was the 
first private enterprise in the area (1960); currently there are 
twenty two, though most are not producing. 
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Transportation Firms, zenica: Filipovic Fabijan, Prosic Husein 
and Skrbic Pane are the owners of three transportation firms 
operating between Zenica and Germany. The firms offer a variety 
of services, from providing visas to carrying letters. The 
transportation of people and packages is important, as is the 
delivery of cash remittances for which they charg~ 10%. Letters 
from Zenica to Germany are 2DM. Some of the companies also own 
shops for which they import goods from Germany. The fare from 
Zenica to Split is DM40; Zenica-Zagreb is OM 60. 

Auto Repair Garaqe, Bohutinski Franjo, Croat in Busovaca: He 
repairs all types of vehicles and does a lot of work for the 
government and the army. Currently three people are employed and 
two are working as apprentices (before the war the apprentices 
were paid pocket money, now they are not paid). The apprentices 
work at the shop two days and go to school four days; The 
apprentice program is common for locksmiths and electricians. In 
Vitez there is a vocational school specializing in furniture. 
Credit wouldn't be particularly helpful as the market is poor. 

Producing and Repairing Electronics, Jurick, Bosniac in 
Zavidovici: For 25 years Jurick has been producing transistors, 
transformers and switches. He used ·to have a contract with ENL, 
now he produces for the local market. He has two part-time 
helpers paid DM3-4/hour. He expects to contract with Zenica PTT 
for 500 pieces which would take him 10-15 days to produce. The 
price of each would be DM20-30 and allow him a 15% prof it. He 
expects to have a good market when the war ends. He obtains 
customers by word of mouth and also solicits by phone. 

Producing Coffee Grinders, Derzelihodzic Vahid and son Dervis, 
Bosniac in Gornji Vakuf: Dervis produces coffee grinding 
machines from brass tubes, a craft in his family for 150 years. 
Dervis is a mechanical engineer who designed an engraving machine 
with which an unskilled laborer can engrave two mills/hour. 
Previously, a skilled worker would have taken an hour to produce 
one. He is using stock produced in Serbia and purchased before 
the war. He sells the finished product for DM35, generally to 
"tourists". He believes the brass tubes can be purchased in 
Austria. He now has a working obligation at the fire-station. He 
advised us to avoid politicians in the implementation of programs 
because the loans would never get to the appropriate people . 

Tailoring, Evil Lovrievich, Croat in Croat part of Novi Travnik: 
Evil started the business just before the war, and has sixteen 
industrial sewing machines, many specialty machines, models, 
tools (DM300,000 to start production). Evil worked for only one 
month during which time he exported ready-made clothes to Canada, 
Germany, and Austria (BOSS). In 1994 he worked for only 18 days. 
currently he is producing uniforms. He must pay cash for his raw 
materials and cannot get bank financing; at full capacity, he 
needs DM40,000/month. He can turn over product in two months 
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using markets in Croatia, Zenica, and Tuzla. Monthly output for 
the enterprise is 1,000 denim jackets and 1,500 trousers. 

Glass supply and cuttinq, Croat in Kiseljak: The owner purchases 
glass from a CRHB factory in Lipic. His current ambition is to 
produce thermal glass. There is no problem with purchasing the 
glass and materials necessary. Two necessary machines would cost 
DM50,000. He believes that there will be a good market when 
people begin to rebuild.There is already some demand for thermal 
glass. The capacity of the thermal production would be 20,000 
square meters/year. He had a shop in both Visoko and Sarajevo 
before· the war. There is a carpentry shop in the village which 
needs ~uant~ties of glass for doors and windows. 

NOTE: The owner has large quantities of a variety of different 
types of glass in his shop. Seems to be doing some business. 

Petrol station, Retail store and saw mill, Croats in Croat part 
of Fojnica: These enterprises are owned by a family. The market 
is not very good, only 2,000 people live in the area (300 are 
DPs, the rest of the Fojnica DPs are in Kiseljak), but the family 
is optimistic. The sawmill currently employs two people but with 
more investment he could employ 8-10. It could use two other 
machines ( 2 0-3·0, OOODM) . Importing equipment is tax free and 
materials are taxed at only 2.5%. The wood is Bosnian Beech, 
very good quality, and has a market in Croatia or Italy. Wood is 
from HVO territory and costs DM80-90/m3 delivered. The sawmill 
transports lumber to Zagreb and gives 30 day credit (the price is 
lower for cash payment) . The family has been repairing the 
sa•.vrnill for months. ~efore the war the mills were cutting 60% of 
the new growth in the area; now they are cutting even less. 

NOTE: This case is notable for the fact that the family is 
making substantial investments in equipment. The mood in many of 
the other places visited was very pessimistic. 

Printing Firm, Bosniac in Travnik: Five brothers own and work in 
a printing firm and wholesale and retail stores. They get full 
time electricity (for a DMSOO connection fee and DM400/month; the 
Hospital and Army get it for free but everyone else pays for this 
priority status). The printing operation has eight full-time and 
several part-time employees. Last year the brothers paid 
DM350,000 in taxes and DM50,000 in donations. Trading does not 
have good prospects without the implementation of the Federation. 
The Croats consider Travnik an "occupied" town and charge heavy 
taxation for all goods through the CRHB, and to import goods 
directly involves taxes to both the CRHB and RBH. 

Plumber and Toilet Producer, Bosniac in Travnik: The family has 
traditionally been plumbers. Before the war the owner used to do 
big jobs, now there isn't much of a market. It is also less 
possible to find out about new equipment and ways of working. He 
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used to visit trade fairs to learn about new technology and 
tools. For the past 5 years he has been involved in producing 
metal toilets. Material cannot be found here {it was even 
difficult before the war) so he uses old metal for production. 

Quarry, Bosniac in Bosniac part of Novi Travnik: The company has 
a lease on a quarry but is not currently producing. The company 
feels there is a market in and around Bosnia. It has contacted 
producers of gravestone in Kiseljak who may want to purchase 
stone for the graves of 1,050 HVO soldiers. The quarry would 
supply the stone but it would be processed in Kiseljak; the 
quarry does not have machinery to process it. Only a 3% tax is 
applicable. The sale price would be $700/m3. There are contacts 
about forming a partnership with firm in Jablanica which has a 
100 year tradition and sells processed stone for DM1,200/m3. 
There are two potential investors, one with trucks and one with 
money, who are looking for a third to complete the partnership 
with a contribution of machinery. A Croat from the CRHB offered 
DMlM for 51% of the partnership. Communication and travel are 
constraints. The Croat is waiting for a politically calm. 

Stone Processinq Plant, Knezvic Ivan, Croat in Busovaca: Ivan is 
involved in cutting and polishing stone. Before the war he had 
six employees; currently it is only himself, his son, and one 
part-timer. He used to receive material from Italy, Macedonia, 
Jablanica and Novi Travnik. Currently he is only selling products 
from stone delivered before the war. The biggest problems are 
poor communication, paperwork {certification, licenses), and the 
general situation. Financing is not the major problem but could 
be used in purchasing materials and spare parts. 

Kiosk owner, Bosniac in Zenica: The owner operates a small street 
stand and pays DM50/month to the municipality and DM15/month to 
the army. He also pays 5% on profit yearly to the municipality 
but doesn't declare everything. 

Nail Production, Miludovich, Croat in Kiseljak: Miludovich was 
producing nails before the war but would need DM50,000 to start 
production {steel wire and working capital). He is currently 
running a transport company. He has 700 m2 of shop space and has 
invested DM2M for the building and machinery. He believes there 
is a good local market for the materials. The wire was from the 
Czech Republic. He also owns a machine shop. 

Bakery, Andrija Milicevic, Croat in Kresevo: The market is very 
poor. People are heating their homes with stoves so it is easy 
for them to produce their own bread. Bread costs DMl retail, he 
sells it for DM.80 to shops. His oven has a 100 loaf capacity but 
during the war he was producing 700 to supply Kislejak. The 
bakery was inherited from his father who started it 20 years ago, 
and it still uses the same oven. He doesn't have a store room by 
which to take advantage of flour when it is cheap. A 50 kg bag is 
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DM40 if purchased in large quar.tities. The army gives him free 
flour and he produces free bread for them. He needs about five 
tons of flour/month which comes from Croatia. 

Machine shop, Jozo Tadic, Croat in Kreievo: During the war he 
produced parts for the army. Befon~ the war he produced wood 
lathes (10 before he saturated the market) and metal furniture, 
which he has been doing for 5 years. Before the war he sold 
furniture all over Yugoslavia, but now sells only in Federation 
territory. He recently sold some to the football club of Zenica. 
Jozo only produces to order now. He could use a loan to purchase 
material which is DM4/kg in the Croatian steel works at Sisac but 
only DMl.3 in Italy. There is only 1% customs to Croatia and no 
customs to the CRHB because it is a raw material. Before the war 
he produced 400 pieces/month and couldn't satisfy demand. Before 
the war he and a partner in Kiseljak paid DM 25,000 to license 
the technology to produce artificial marble. 

NOTE: He would be happy to sell everything and move. Many 
businessmen who could have left have stayed (unlike the 
intellectuals) because of fixed assets. Tadic has invested DM 
500,000 in his business. He probably has funds but is pessimistic 
about the future. He would need a minimum of four months to 
import materials, produce the furniture, and sell the product. 

Sawmill, Croat in Kresevo: The owner gets logs from Kresevo and 
Fojnica and exports the product to Croatia and Italy. He produces 
handles for tools sold in Belgium and Italy. He now has eight 
employees but before the war he had twenty. The mill has only 
recently started working after having been idle for a year and a 
half -- nobody in Kresevo worked for a year and a half. 
Communication, bureaucracy, and transportation are all problems. 

car Parts Producer, Zecir Hadziahmetovic, Bosniac in Maglaj: 
Zecir produces brake shoes and pads for cars which he used to 
export to Slovenia but which he now sells to garages in Zenica 
and Visoko. He is using material in stock before the war. He pays 
the municipality 5% of gross income in tax monthly. He inherited 
the company from his father and estimates his total investment to 
have been DM1.5M. Before the war his taxes depended on sales, 
now they are a fixed amount; a figure which is estimated by the 
government. He will continue current production, but is 
interested in producing machines to grind coffee and maize. 

Wood Processing, Bosniac in Gornji Vakuf: The owner intends to 
produce book-cases, rolling pins, etc., and is currently trying 
to import machinery. He had a workshop on the other side but it 
was destroyed. The owner will be able to import his material tax 
free, a decision made at the Republic level, because he had DM 
700,000 worth of equipment destroyed in the war. All three of 
the sawmills and the seasoning plant are on the Croat side. 
There is little FOM, except in the town, and it is not safe. 
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Partial List of People who are Not Documented in Cases: 

January 16th Travnik 

1. Smajo Bojcinovic; Manager Burac Shoes; Bosniac 
2. Avdo Ablakovic; Economic Minister; Bosniac 
3. Mustafa Sefer; Manager Vitez Tailoring; Bosniac 
4. Sevel Konjali; Manager SPP Lasvansko Saw Mill; Bosniac 
5. Vinke Dugonjic; Croat 
6. Fabijan Didac; Croat 

January 17th Novi Travnik Croat 

1. Mr. Kvasina Drago; Economy Minister (Economist) 
2. Mr. Krizanovic Jozo; BNT Factory, (Technical Sciences) 
3. Mr. Nevjestic Jozo; Manager Ratanjska Footwear factory 
4. Mr. Pranjkovic Mirko: BNT Factory, (Mechanical Engineer} 
5. Mr. Filipovic Viktor: Economist 
6. Mr. Micanovic Anto; Interpreter for BNT 

January 18th Novi Travnik Bosniac 

1. Lutvo Kuric; Economic Minister 
2. Bakir Mujic; Construction Factory 
3. Adnan Kurtagic; Economist ( 
4. Sejo Fiilipovic; Agronomist; small scale farm production 
5. Zijo Krnjic; Director BNT 
6. Irahim Chakich; owner wood-working enterprise (visited} 

January 19th, Vitez Croats and Bosniacs 

1. Milke Mirkovic; Vice President of Municipality 
2. Nedeljko Buzuk; Manager P.P. "Vlasic" 
3. Branko Lovric; Manager GP Bosna SP 
4. Vlado Divkovic; SP "Hrvatsko Vijece" 
5. Milan Marijanac; Manager "Expozivi" 

1. Sadibasic Nasan; o.v. Vitez 
2. Basic Alija; SPS Zenica 
3. Zukic Nusreta; Secretary for Economy 
4. Kalco Nusret; Development and Reconstruction 

January 23rd, Croat-controlled Busovaca 

1. Bilic Drago; Ministry of Economy 

January 23rd, Bosniac-controlled Kacuni 

1. Asim Meric; Manager C02 Factory 
2. Salimm Mehcic 
J. Orman Nesir; Carpentry Shop owner 
4. Lusia Arif; Sawmill Owner 
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January 25th, Croat-controlled Kiseljak 

1. Mato Lucic; Minister Economy 
2. Filipovic Ante; Prospective Dairy Processor, 

January 26th, Kresevo 

1. Ante Grbesa; Minister Economy; Croat 
2. Halid Ramie; Representative 4 Bosniac Villages 
3. PP Ivan Kraljevic; Forge owner 
4. Ivica Sunjic; Forge owner 
s. Mato Ivicevic; Furniture Factory 

January 27th, Fojnica 

1. Mesanovic Mehmed; Tax Department 
2. Kilisuro Ibrahim; Trout Farm 

February 3, 1995 Zep~e 

1. Textile firm 
2. Krivaya Furniture factory Manager 
3. Manager of Promtic 
4. Manager of Nitron 
5. Manager Echo 
6. Zovco Owner 
7. owner wood-burning oven 

February 4, 1995 Zavidovici 

1. Director Krivaya 
2. Executive board of municipality 
3. Brothers big private trading company 
4. Zico state enterprise 
s. Private producer electronic transistors 
6. Food Producer 
7. Presjdent of Private Businessman Association 

February 8, 1995 Croat-controlled Gornji Vakuf (Uskoplje) 

1. Economic Minister 

February 9, 1995 Gornji Vakuf 

1. Mangich Mustafa; Manager of Mines 
2. Chalkitch Sale; Clothing Factory 
3. Kiletch Segat; Director Bank 
4. Malachich Ilahemi; Ministry of Economy and Finance 
5. Getcha Bula; Secretary of Local Authority 
6. Luuch Char; President of Local Government 

February 10, 1995 Prozor 

1. Economic Minister 
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' : MUNICIPALITY PROFILES 

BtJSOVACA-llCUNI 

• General Notes: The town of Busovaca and 40% of the municipality 
is under HVO control; Kacuni community and 60% of municipality is 
under the control of ARBiH. 

•Pre-war population (1991 census): 

• Pre-war ethnic composition: Croat 
Bosniac 
Serb 
other 

• Estimated post-war population: 22,168 

18' 883 

9, 089 (48 .1%} 
8,486 (44.9%} 

634 (3. 4%} 
674 (3.6%) 

• Estimated post-war ethnic composition: Not known 

• Estimated# DPs in municipality: 3,600 registered 

• origin of these DPs: Zenica, Travnik, Sarajevo, Fojnica 

• Estimated # DPs departed: 2,000 Croats, 3,000 Bosniacs 

• Destination of these DPs: CRHB, Croatia, 3rd countries 
(Croats}; Kacuni, Zenica, Fojnica (Bosniacs) 

Q # and party of elected reps in 1990 municipal assembly: 60. 
Coalition of SDA, SOS, and HDZ making up 38 councilors. SOP had 
12 representatives and Reformist 10. 

• current political party composition in municipality: 
Polarization of party reps on side of nationality. Since war sos 
has not been active. 

• status of interim municipal assembly: Joint coordination board 
exists. Have selected 5 representatives for the canton board (3 
Croats and 2 Bosniacs}. 

• Number of Schools HVO side 
Primary 1 
Secondary 1 

• Health facilities: 1 

ARBiH side 
1 

1 
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BUSOVACA MUNICIPALITY(Croat/Bosniac) 
MINUTES OF TECHNICAL TEAM 23. JANUARY-95 

Ashim sunulahpasic 
Lucija Vuj ica 
Vesna Bilic 
Dobroslav Vrdol j ak 
Ivica Brkovic 
Vladimir Jurisic 
Mensur Huseinspahic 
Sakib Besic 
Melida Hadzirnej lie 
Nladenko cavelj a 

INTRODUCTION 

President of the Executive Board (B} 
Chief of Social Workers Department (C} 
Pharmacist (C} 
Director of School (C} 
Electricity (C} 
Komunalno (C} 
Electrical Company, Zenica (B} 
Infrastructure-SDA pol. par-cy (B} 
Doctor, (B} 
PTT (C) 

The municipality is within the Travnik Region (Okrug) in the 
future Middle Bosnia cantcn. The total area of the Municipality 
is 158 km2. The part controlled by the ARBiH (Kacuni) comprises 
60% of the territory of the municipality. The urban part 01: the 
rnunicipali ty (town), where industry was mainly located, had about 
4, 000 inhabitants, while the remainder of the population lived in 
villages or local communities. During the conflict the 
populationdivided so the Bosniacs live in areas controlled by 
ARBiH while Croats live in areas 1.:::ontrolled by HVO. 

HOUSING AND SHELTER 
There are about 890 buildings badly destroyed or partially 
damaged, mostly on the Bosniac side. 

·ELECTRICITY 
More than 60% of the distribution network was damaged during the 
war. Both sides have shown willingness to cooperate repairing the 
damage. With help from ODA and stripping of a line to the 
abandoned village of Podjele, the municipality has made temporary 
repairs to restore 24 hour electricity. 

SEWERAGE 
There is no proper sewerage network capable of servicing the 
city. All waste water and sewage goes into the nearest river. 
Some sewerage network exists in the town center. Pre-war designs 
exist for a sewer system and treatment plant. 

GARBAGE 
At present the river bank is used as disposal site. Klokoti (on 
BiH teri tory) is proposed as site for industrial disposal, but 
could also be used for public disposal. There is a need for a new 
garbage truck and 20 containers. 

PTT 
Pre-war the municipality was connected to Zenica. During the war 
the distribution network was destroyed. In the Croat area, the 
lines have been repaired and 90% of the inhabitants have 
telephone connection to Mostar has been financed by the CRHB. 
In Kacuni only three telephone numbers are temporarily connected, 
and no support, funds or equipment are available. 
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PREaWAR INDUSTRY 
Mediapan (part of Krivaya} 
The factory produced plywood for the domestic market and for 
export. Before the war 350 workers were employed. The production 
capacity of the plant was about 65,000m3/year. 

Vatrostalno 
The factory produced fire-proof building materials. 600 workers 
were employed. Total production 60,000 tons/year. 

Nigma 
The factory produced bricks, small concrete beams and various 
construction materials. Pre-war employment was 12 5 workers. 

PGM 
An engineering company producing construction timber and 
installations. Pre-war employment was 125 workers. 

WATER 
The main river source is the Ivancica river (spring Tisovac}, 
which supplies 12-15 l/sec. There is no treatment other than 
chlorination, and water quality is directly linked to the 
weather. 12,000 inhabitants are supplied from the public water 
system. There is a proposal to construct a new catchment, with an 
soom pipeline and purification plant with a capacity of 25 
l/sec., with settling tank and filter unit. The old filter is 
completely corroded. Leakage on the network was reported to be 
30%. The municipality proposal for improvement is pending, but 
Busovaca is incorporated in the giant water program for Zeni ca 
and surrounding munir.ipali ties [see below] • Kacuni has three 
water sources with separate distribution network to the 2, 000 
consumers. The villages of Turici, Sudine, Sdakovic and 
Mihaljevici (30-110 houses/village} have no public water supply. 

overview of t:wo possibl.e project specifications: 

Plava Voda water supply 
for Nova Bila, Novi Travnik, Vitez and Busovaca 

Scope: The major part of this project is gravity flow pipeline 
(25 km) with laterals for Novi Travnik, Vitez and Nova Bila. The 
lateral for Novi Travnik is the longest (6 km}; the other 
branches are significantly shorter. The intake structure at 
spring Plava Voda is constructed (measured capacity 2. 2 m3/sec. 
Estimated quantities of water for the area of towns: 
Novi Travnik 150 l/sec 
Nova Bila 30 l/sec 
Vitez 110 l/sec 
Busovaca 50 l/sec 
Total 340 l/sec 

Total rnanometric head between Travnik and Busovaca is about 70 m. 
Pipes could be ductile iron, reinforced concrete with steel 
cylinder for 500 mm diameter, and PVC for 300 mm diameter. 
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Project Plava Voda 
pipeline Travnik- Zenica 

Bu.nca 

@) _.........__D ,._ ____________ __. 

Pipeline 
Travnik-Zenica Vm:r: 

DN600tnm (j 
l=~ 

NniTnmik 

t---{'i~~{"' 
pipe branch · 
for Novi Travnik. 
DN 500;1=6 km 
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Project Plava Voda 
pipeline Travnik-Bosovaca 

NmaBila 

Buonca 

@) 0 
pipeline 
Vrtez:-Busovaca 
DN 300;1=9 km 

pipeline 
Travnik-Vitez 
DN500; 1=16km 

Novi Tramik. 

pipe branch 
for Novi Travnik. 
DN 400; 1•6 km 
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route pipe diam lenqtb flow friction head 
mm km l/sec factor loss 

Tr av-NT 500 4 340 0.0073 29 

HT-NB 500 3 190 0.0023 7 
.. 

NB-Vit 500 9 160 0.0016 15 

Vit-Bus 300 9 50 0.002 18 

Total head loss 69 m 

Budqet: 
Pipes DN 500 16000 m @120 $/m 
Pipes DN 400 (6000+4000) m @ 85 $/m 
Pipes DN 300 (9000+3600) m @ 50 $/m 
Pipes DN 200 1500 m @ 25 $/m 
Various fittings (15 % of the pipe value) 
Pump for Novi Travnik 2 Nos. q = 140 l/sec; 

$1,920,000.00 
850,000.00 
630,000.00 
37,500.00 

515,000.00 
H=70 rn; 

P=150 kW@ 50 $/kW 
Construction material for pumping station, 
thrust blocks etc 

Subtotal for material and equipment 
Contingency (30 %) 
Total budqet 

45,000.00 
tanks, 

400,000.00 
4,397,000.00 

1,319,000.00 
$5,716,000.00 

A larger Plava Voda proect would also supply Zenica: 
Nova Bila, Novi Travnik, Vitez, Busovaca and zenica 

m -

scope: Spring Plava Voda in Travnik has a minimum yield capacity 
of 2.2 m3/sec. A regional water plan for the Lasva/Bosna valleys 
has been designed, and minor construction was done 1987-1990. 
Work is complete on an intake structure and 20,000 m3 tank in 
zenica. The plan calls for a gravity flow pipeline, ON 600 mm, 
Travnik-Zenica (total length 39 km) with branches for Novi 
Travnik (DN 500, 1=5.Bkm), Vitez (DN 250, 1=1.5 km) and Busovaca 
(DN 250, 1=4km). Pipes are to be imported ductile iron, but 
production of reinforced or presstressed concrete pipes with 
steel cylinder in Zenica is also a possible option. Total 
manometric head is 115 m. Novi Travnik is the only place above 
Travnik (booster pump q=140 l/sec, H=70 m. 

Budqet: 
Pipes, DN 600 mm, 1=39000 m @150$/m 5,850,000.00 
Pipes, DN 500 mm, l= 5BOO m @120$/m 696,000.00 
Pipes, DN 250 mm, l= 5500 m@ 40$/m 220,000.00 
various fittings (30 % of pipes value) 2,030,000.00 
Pumps for Novi Travnik 2 Nos.q=140 l/sec;H=70m; 
P~ 150 kW@150$/kW 45,000.00 
Pipeline bridges, retaining walls, thrust blocks 
(material only) l,500,000.00 

Subtotal for material and equipment 
Contingency (30 %) 
Total budqet 
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FOJNICA 

• General Situation: The town of Fojnica and 70% of the 
municipality is under ARBiH control. The polarization of SDA and 
HDZ arose before the start of the conflict in Fojnica. HDZ/HVO 
established a separate government in 1991 because they could not 
reach a joint decision with the Bosniacs about the role of the 
ARBiH in the defense against BSA. 

•Pre-war population (1991 Census): 

• Pre-war ethnic composition: Croat 
Bosniac 
Serb 
Other 

16,227 

6,639 (40.9%) 
8,010 (49.4%) 

154 (0.9%) 
1,424 (8.8%) 

• Estimated post-war population: 13,096. 120 Croats remain in 
ARBiH-controlled area. 1,800 in HVO-controlled area. 

• Estimated post-war ethnic composition: 98% Bosniac 

• Estimated # DPs in municipality: Unknown 

• Origin of these DPs: Croats have become internally displaced. 
4,000 Bosniacs came from Kiseljak. 

• Estimated # DPs departed: 6,000 Croats. Many Bosniacs left 
because their homes were damaged by shells. 

•Destination of these DPs: Kiseljak (Croats); Visoko (Bosnias) 

• # and party of elected rep.s on 1990 municipal assembly: 36: 18 
SDA, 12 HDZ, 3 SOP, 3 Reformist. 

• current political party composition in municipality: 
Polarization of parties along ethnic lines. Bosniac side is 
operating with all party representatives except HDZ. Those 
members of other parties who were Croats have been replaced by 
the "next in line". This makes it an illegal government as far as 
HDZ is concerned. 

• Status of interim municipal assembly: Joint coordination board 
exists (3 Bosniacs and 3 Croats). Chosen 3 SDA and 2 HDZ for 
cantonal assembly. 

• Number of Schools: 
Primary 
Secondary 

• Health facilities: 

HVO side 
1 
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FOJNICA MUNICIPALITY 
MINUTES OF TECHNICAL TEAM, 27 JANUARY 1995 

Mugdin Haracic PTT Director, Fojnica 
Esad Alic Director of Non-Metal Mine 
Ivo Barbaric Urban Planning and Design 
Vikica Majic Development and Reconstruction 
Ivica Pecirep Komunalno Director 
Dzemal Polutan Komunalno Director 
Fikret Pobric Municipality, Fojnica 
Nikica Oroz Director of Dolomite Mine 
Radoslav KapetanovicPTT, Kiseljak 
Kenan Haracic Urban Planning and Development 

HOUSJ:NG AND SHEl.TER 
damaged 

" 
(no reconstruction) 
(heavy damage) 

(B) 
(B) 

(C) 

( C) 
(B) 
(B) 
(C) 
(C) 
(B) 

(C) 

47 houses 
197 houses 
296 houses 
210 houses 

100% 
80% 
50% 
25% 

" 
" 

(cost DMS-8000), some occupied 
(light damaged), occupied 

It was reported that most owners want to go back to their own 
houses. On the Croat side, 102 houses were completely destroyed 
and 142 houses destroyed less than 80%. On the Bosniac side 40 
houses are available to be reconstructed. 40 buildings are 
destroyed in town. 400 houses are in the buffer zone. The 
municipality wants to extend the zone and repair houses where 
repatriation is possible. NPA and IRC have been asked to assist 
reconstruction. There is good will and enthusiasm among the 
people for mixed resettlement. 

PTT 
The network was badly damaged during the war. The Croat area is 
developing a wireless system with help from the CRHB. 

SEWERAGE 
The city has a sewer, but the whole town is not connected to the 
system. There is no sewage treatment; raw sewage flows into the 
nearest river. The sewer main is a 0300 mm concrete pipeline. 

GARB~GE 

The general habit has been to throw garbage along the road. Two 
landfill sites in the buffer zone area are proposed. There is a 
need for 10-20 containers and spares for the garbage truck. 

ELECTRICITY 
There is electricity 24 hours/day but under restrictions. The 
network ~as war-damaged but repaired, partly temporarily. They 
still need spare parts for proper repair. 

WATER 
A new source was opened in 1974, yielding 25 l/sec. and is the 
main supply. There is a newly designed and partly completed 
supply from a spring yielding 60-140 l/sec. The distribution 
network is war-damaged, but temporarily repaired. The water 
sources are on the Bosniac side. There is a proposal to supply 
Fojnica, Kiseljak and Visoko from the new source. (see Kiseljak]. 
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GORNJI VAKUF 

• General Notes: In December 1994 the HDZ mayor was replaced by 
the Party. The new mayor is apparently less hard-line. 70% of the 
municipality is under the control of ARBiH and 30% under HVO. 

•Pre-war population (1991 Census): 

• Pre-war ethnic composition: Croat 
Bosniac 
Serb 
Other 

• Estimated post-war population: 33,700 

25,130 

10 I 7 09 
14,086 

106 
229 

• Estimated post-war ethnic composition: Unknown 

(42.6%) 
(56.1%) 

(0.4%) 
(0.9%) 

• Estimated # DPs in municipality: 1,200 Bosniacs and 5,500 
Croats are registered 

• Origin of these DPs: Within municipality; Bugojno, Prozor 

• Estimated # DPs departed: Unknown 

• Destination of these DPs: Prozor, Bugojno 

• # and party of elected rep.s on 1990 municipal assembly: 50. 25 
SDA, 22 HDZ, 3 SOP. 

• current political party composition in municipality: 
Polarisation of party representatives along ethnic lines. 

• Status of interim municipal assembly: None. 

• Number of Schools 
Primary 
Secondary 

• Health facilities: 

HVO side 
1 
1 

1 
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GORNJI VAKUF MUNICIPALITY (Croat/Bosniac) 
MINUTES OF TECHNICAL TEAM, 8 AND 9 FEBRUARY 1995. 

Croats 8 February: 
Stipica Oree 
Ivica Mejdandzic 
Marijan Majstrovic 
Ante Mikulic 

Bosniacs 9 February 
Burek Abdulah 
Sead Kurlic 
Zekir Milanovic 
Edin Adsenovic 
Omer Hubuncic 

HOUSING AND SHELTER 

Electric 
Director of Municipal Services 
Director of PTT 

Civil Engineer 
Architect 
PTT 
Electric 
President of Executive Board 

Individual apartment blocks and private houses have been 
seriously damaged (1,200 houses totally destroyed and 1,250 
heavily damaged). There are also 15,00 stables, 750 barns, 500 
garages and other secondary buildings destroyed. A great 
percentage of machinery and tools was ruined as well as livestock 
lost. 116 flats have been totally destroyed; 130 heavily damaged; 
104 lightly damaged and basically no flats that have no damage. 
Municipal officials said that more than 150,000 shells and 1 
million bullets were fired and the the state of the roots and 
facades show the damage. There is great overcrowding, with 2-3 
families and up to 15-20 people living together. 

ELECTRICITY 
90% of the electric capacity that functioned before the war has 
been damaged to some extent. The high. voltage s'1pply for the area 
is from a 110 kV line from Bugojno which has great damage. The 
substation 110/20/10 is lightly damaged. The middle voltage, 20 
kV power line from Bugojno is reported totally destroyed. Damage 
is reported on the following 10 kv lines: 

Gornji Vakuf-Vrse 
Trnovaca-Voljice 
Voljice-G.Voljice 
Voljevac-Zastinje-Cvrce 
Crkvice-Jelici-Kocice 

3.8 
4.5 
2.8 
6.5 
6.0 

km Hrasnica-Grnica 
" Bojska 1 - Bojska 2 
" Voljevac-Cvrce 
" Gornji Vakuf-Krupa 
" 

2.9 
3.3 
6.8 
1.5 

km 
" 
" 
" 

The low voltage system was totally destroyed. 230 km of the low 
voltage network needs repair. There has been cooperation and 
assistance in repairing power lines. The 110 kV line from Bugojno 
was repaired, but is used for 10 kV due to a blown transformer. 
90% of the consumers have 24 hour electricity, with restrictions. 

SEWERAGE 
The sewer system is causing pollution and infection. The present 
pipeline is short concrete pipes without joints (length 1 m), 
creating seepage and penetration of ground water. No maintenance, 
wa~ damage and the lack of political decisions have increased the 
problem. No septic tanks or other treatment is used. Raw sewage 
is channelled into the Vrbas river. A sewer plan (including 
treatment plant) has been worked.on since 1983. 
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WATER 
The municipality gets water from source Crna Vrila with an 
average capacity of 35-40 l/sec. Due to leakage, the city gets a 
maximum 25-30 l/sec. The 50-60% leakage reduces supply, and the 
upper parts of town frequently have no water. 

New spring and pipeline Laniste for Gornji Vakuf 

Scope: Total capacity of the spring is 100 l/sec, with the 
possibility to increase by including another spring Bistrica 
(capacity 32 l/sec). This proposal includes construction of an 
intake structure at Laniste and a 5.5 km pipeline (DN 400 mm 
PVC). The manometric head between spring and tank is only 5 m. 

Design gravity flow rate for this pipeline is: 

q=BO l/sec, dH=0.0012*5400*0.65(PVC}=4.4 m. Capacity, up to 150 
l/sec, can be achieved by adding centrifugal pumps at the spring. 

Budget overview: 

Pipes DN 400, l= 5400 m 
Various fittings 
Construction material 
Subtotal 
Contingency 
TOTAL 

GARBAGE 

85 $/m 459,000.00 
50,000.00 
30,000.00 

539,000,00 
60,000,00 

$600,000.00 

The garbage landfill site is located close to the proposed 
industrial zone and the village Krupa, but this is an inadequate 
location. Before the war the municipalities of Bugojno and Gornji 
Vakuf started to construct a new landfill site between the two 
towns. In the meantime huge amounts of garbage have been dumped 
in the river Vrbas or at random garbage piles. 

PTT 
The PTT building is badly damaged (80%). The main central 
consists of a CATC Meataconta M-10 c for 3,000 subscribers, 
controlled by two computers. Two terminals, cable joint, telefax, 
2 teleprinters for PTT use were reported 10% damaged. The PTT 
building in Voljevac is also badly damaged (40%). This central, 
type KATC "Iskra" 500 A/1 000 for 384 subscribers was reported 
10% damaged. The PTT building in Pavic Polje is about 30% 
damaged. This central, type KATC "Iskra" 500 A/1 000 for 756 
subscribers was reported 15% damaged. The PTT building in Voljicu 
is about 50% damaged. Voljicu has the same type central as Pavic 
Polje and the same degree of damage. The Croats are developing 
their own system connected to Mostar/Split while the Bosniacs are 
working on a new link to Sarajevo via Zenica. 
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KISELJAK/BILALOVAC 

• General Notes: The town of Kiseljak and 80% of the greater 
municipality is under the control of HVO. ARBiH controls 
Bilalovac and 20% of municipality. Due to ubiquitous ethnic 
cleansing in the area, most Bosniacs left. The rest were taken to 
Rotilj, which effectively became a concentration camp. 

• Pre-war population (1991 Census): 

• Pre-war ethnic composition: Croat 
Bosniac 
Serb 
Other 

• Estimated post-war population: 38,270 

24,081 

12,441 
9,843 

747 
1,050 

• Estimated post-war ethnic composition: Unknown 

(51.7%) 
(40.9%) 

(3.1%) 
(4.3%) 

• Estimated# DPs in municipality: 12,000 Croats and 9,000 
Bosniacs registered 

• Origin of these DPs: Kiseljak, Fojnica, Kresevo 

• Estimated # DPs departed: Unknown (22 to Vares!) 

• Destination of these DPs: Vares, Fojnica, Visoko 

• # and party of elected reps on 1990 municipal assembly: 40: 18 
HDZ, 16 SDA, 3 reformist, 2 SOP, 1 SOS. 

• current political party composition in municipality: 
Polarization of party members along ethnic lines. SOS and 
Reformist parties no longer exist, therefore other formerly 
elected representatives have taken their places. Mayor of 
Kiseljak is one of 7 members on the cantonal coordination board. 

• Status of interim municipal assembly: Joint coordination board 
exists. 

• Number of Schools: 
Primary 
Secondary 

• Health facilities: 

HVO side 
1 
1 

1 

ARBiH side 
1 
Go to school in Kacuni 
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KISELJAK MUNICIPALITY 
MINUTES OF TECHNICAL TEAM, WEDNESDAY 25 JANUARY 1995. 

Ante Paguz 
Josip Buljan 
Zeljko Pantner 
Ljubo Praudic 
Ljiljana Boro 
Ljiljana Lourie 
Zeran Bosnjak 

WATER 

PTT, Kiseljak 
Komunalno 
Technical Coordinator for Road Company 
Road Company, Central Bosnia 
Urban Planner 
Director of City Construction Department 
Electrodistribution, Kiseljak 

Shortage of water has been the biggest problem for the Kiseljak 
area for a long time, but the problems are increased due to a 
large number of DPs. The city is supplied from 6-7 sources, with 
a total capacity of 20 l/sec. Leakage on the network was reported 
to be 20-30%. The estimated need to meet normal consumption is 50 
l/Sec. There is a need for new boreholes and repair of the 
distribution network. Town engineers have two proposals, one for 
connection of spring Grahovice {yield 5 l/sec.) and another to 
dig shallow wells near the river and increase pump capacity. 

SEWERAGE 
Some septic tanks are constructed but basically the raw sewage 
goes into the nearest river. Immediate needs are manhole covers 
and a high pressure sewer cleaning truck. 

ROADS 
Town and local streets/roads were reported badly damaged, mainly 
by UNPROFOR and UNHCR trucks. The roads were in bad condition 
even before the war started, but the war has stopped normal 
maintenance and cleaning of road trenches. There is no funding, a 
lack of spares for repair of machinery and asphalt plants and 
shortages of raw material. However, potholes and other emergency 
damage have been repaired with cold mixed asphalt. Reconstruction 
of the asphalt plant is proposed (OM 300,000 plus road machines). 
As the major route from Place to Bosnia, the road through the 
main street of Kiseljak receives far more trffic than any city 
street can bear. A 4-5 km bypass is proposed. 

GARBAGE 
The landfill site is located on the road to Kresevo, 2 1/2 km 
from Kiseljak. The site is used by both towns. There is need for 
another truck and small garbage containers. 

PTT 
The PTT system collapsed during the war. Before the war, the 
central for municipalities surrounding Sarajevo was in Sarajevo. 
A planned Eew system was stopped in 1992. Assisted by Mostar, 
Kresevo and Kiseljak constructed a new PTT building for wireless 
transmission (DM350,000). Modern equipment is installed and the 
new station was opened in November 94. Smaller centrals are 
needed for Brestovsko, Lepenica and Brnjaci. The connection fee 
for new customers is DMl,200. Since 15 June 1994 there is 
organized mail collection, and Travnik and Bugojno are using mail 
services from PTT, Kiseljak. 
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ELECTRIC:Z:T~' 

Electrodistribution, Kiseljak is part of Elektropridvera of 
Mostar. Good cooperation was reported on repair of local lines, 
assisted by UNPROFOR and ODA. Due to shortage of transformers the 
network is constantly overloaded. Consumers have electricity 24 
hours/day but with restrictions. 

MINUTES OF TECHNICAL TEAM, B:Z:LALOVAC, WEDNESDAY 25 JANUARY 1995 

Nedzib Bajric 
Zikrija Jusupovic 
Jasmin Audie 
Sulejman Besirovic 

INTRODUCTION 

Komunalno 
Accommodation, Housing and Urban Planning. 
Secretary for Urban Planning and Development 
PTT and Electric Distribution 

Bilalovac municipality is only a part (1/3) of the former 
Kiseljak municipality. Pre-war population was 4,100 inhabitants 
while it today is 6,500-7,000 including DPs. Bilalovac is divided 
into three parts. 

PTT 
The Croats control all international lines in the municipality. 
The distribution network is intact, minor repair has to be done 
on the overhead local distribution lines. F0r proper local and 
international connection the municipality needs replacement of 
the old telephone central. 

ELECTRICITY 
As for Kiseljak. 

GARBAGE 
Bilalovac has no proper landfill site. 

HOUSING AND SHELTER 
In the area of Bilalovac and Bukovice 58 Muslim houses and 73 
Croat houses are destroyed. 2,400 DPs are hosted ~n private 
houses. Bukovice is close to the confrontation line, and 
accommodates some 1,400 DPs. There is only one school with four 
clasrooms for 450 pupils in 14 classes. 

WATER 
Only a small local water supply exists. There is a proposal for 
three new sources using 2 inch pipe and two capture buildings. 
The Villages of Brestovsko and Orehovo need chlorination. 
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KRESEVO 

• General Notes: The town and the larger part of the municipality 
is under HVO control. The Bosniac side has formed a "government 
in exile", some 30 kms away, though one member of the Bosniac war 
presidency resides in Kresevo. 

•Pre-war population (1991 Census): 

• Pre-war ethnic composition: Croat 
Bosniac 
Serb 
Other 

• Estimated post-war population: 12,759 

6,699 

4, 738 
1, 527 

33 
401 

• Estimated post-war ethnic composition: 95% Croat 

(70.7%) 
(22.8%) 

( 0. 5%) 
(6. 0%) 

• Estimated # DPs in municipality: 2,364 Croats registered 

• Origin of these DPs: Vares, Fojnica 

• Estimated # DPs departed: Unknown 

•·Destination of these DPs: Kakanj, Visoko, Fojnica, Hazija 

• # and party of elected rep.s on 1990 municipal assembly: 35: 20 
HDZ, 6 SDA, 3 SOP, 6 Reformist. 

• Current political party composition in municipality: 
Polarization of party members along ethnic lines. 

• Status of interim municipal assembly: Joint coordination 
committee exists. Kresevo takes its lead from Kiseljak. 

• Number of Schools: 
Primary 
Secondary 

• Health facilities: 

HVO side 
2 

Kiseljak 

1 

ARBiH side 
1 
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KRESEVO MUNICIPALITY (Bosniac and Croat), 
MINUTES OF TECHNICAL TEAM, THURSDAY, 26 JANUARY 1995. 

Iva Ivicevic 
Tihomir Perie 
Josip Oborovic 
Naser Sabanija 
Vjekoslan Bujan 

Urban Planning and Construction 
Komunalno 
Development and Reconstruction 
Development and Reconstruction 

PTT, Coordinator for Central Bosnia 

HOUSING AND SHELTER 

(C) 
(C) 
(C) 
(B) 
(C) 

The municipality review of war damaged houses shows 54 houses, 
devastated, 64 badly damaged and 4 houses destroyed, which were 
under construction when the conflict started. Most of the houses 
were Bosniac property, hut are now under Croat control. About 50 
houses are destroyed in the area under Bosniac control. 

PTT 
Croat areas have a new digital system. The PTT made an offer to 
the RBH to construct 5 joint telephone lines: Kresevo-sarajevo; 
Kiseljak-Sarajevo; Busovaca-Zenica; Vitez-Zenica; Novi Travnik -
Zenica. The Fojnica-Sarajevo link is established. In addition, 
four proposals were submitted to the Federation, which are 
stalled for political reaspns: 

* Anaiog system Split-Sarajevo (18 channels) which is already 
constructed up to Kresevo, and only the part from Cubrau-Sarajevo 
needs to be reconstructed; 

* Digitalizing the Central Bosnia system, with improvement of the 
Cubrau transmitter to link Sarajevo with 480 channels; 

* An optical cable link Kresevo-Tarcin-Mostar, and possible 
extension of this project to cover Pazaric-Sarajevo; 

* Digital links of Central Bosnia, with extension to Bosniac 
areas. 

WATER 
The existing capacity is 8 l/sec. Springs Orunj and Oklop each 
supply 4 l/sec. The main network in town was constructed in 1929. 
Town authorities designed and started construction of the new 
system Scona (capacity 8 l/sec.) and before the war, constructed 
a 250 m3 tank, a pipeline from the new tank to the town network 
(400m} and part of the pipeline to the source. There is an 
additional 700m of pipe stocked in Komunalno. For completion of 
the work the following is required: 

Purchase of pipes DN 200, 1,100 m + fittings 
Purchase of pipes DN 150, 2,770 m + fittings 
Purchase of pipes DN 125, 135 m + fittings 
Construction of intake structure 
Construction of town water tank 500 m3 

SEWERAGE 
Only the sewer line following the main street exists. There is a 
proposal done in Sarajevo before th.e war to extend the line, and 
add a waste water treatment plant and river bank improvement. 
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GARBAGE 
Before the war garbage was collected from town and suburbs, and 
the landfill site was at Tarcin (Ravni Vagan) . This area is at 
present under the control of BiH, hence another landfill site 
(Berberusa) in Kiseljak municipality is used. The former site is 
properly designed, and constructed with water impermeable 
membrane, fencing and backfill facilities. At present there is no 
good will for co-operation. 

ROADS AHD BRIDGES 
The biggest problem for the town is the Blue Route traffic 
through Kresevo's narrow streets. A design for a 3 km by-pass is 

.complete, but unfunded. 

ELECTRICITY 
War damage is repaired and all villages and the city are 
connected. They have electricity 24 hours/day, but with 
restrictions. Spare parts and equipment for maintenance of the 
network are needed. 
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MAGLAJ 

• General Notes: BSA controls approximately 48% of the eastern 
part of the municipality, HVO controls approximately 32% of the 
western part, and ARBiH controls the remaining area. 

• Pre-war population (1991 Census): 

• Pre-war ethnic composition: Croat 
Bosniac 
Serb 
other 

• Estimated post-war population: 29,500 

43,294 

8,366 (19.3%) 
19,637 (45.4%) 
13,298 (30.7%) 
1,993 (4.6%) 

• Estimated post-war ethnic composition: 28,700 Bosniacs; 400 
Croats; 400 Serbs 

• Estimated # DPs in municipality: 9,800 registered 

• Origin of these DPs: Mostly from BSA-held territories. In the 
HVO-controlled area there had been 4,600 Croats and 4,200 
Bosniacs before the war. Now only five Bosniac families remain. 

• Estimated # DPs departed: No information available 

• Destination of these DPs: No information available 

• # and party of elected rep.s on 1990 municipal assembly:61. 18 
SDA, 15 SDS, 12 HDZ, 6 SDP, 10 others. 

• Current political party composition in municipality: SDA and 
HDZ exist along with SDP which is polarized along ethnic lines. 

• Status of interim municipal assembly: Interim municipal 
assembly exists but HDZ representatives participate only 
sporadically. There are 46 seats on interim municipal council 
(that is, the pre-war number, minus the 15 SOS seats). There are 
15 Croats and 31 Bosniacs on this council. HDZ has withdrawn from 
interim municipal executive bodies. 

• Number of Schools: 
Primary 
Secondary 

• Health facilities: 

HVO side 
3 
1 

ARBiH side 
4 

1 
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MAGLAJ MUNICIPALITY 
MINUTES OF TECHNICAL TEAM, THURSDAY, 2 FEBRUARY 1995 

Mirsad Medzic 
Amira Zukic 
Enisa Mahmic 
Alija Smailagic 
Mirsad Hasanic 
Faruk Smailagic 
Mirsad Nalic 
Jasmin Halilivic 

INTRODUCTION 

Secretary of the Economy 
Environment 
Structural Engineering -- Roads 
Electric Distribution Company 
Commander of Civil Defense 
PTT, Maglaj 
Electric Energy 
Architect, Urban Planner for Maglaj 

Maglaj Municipality is located 70 km north of Zenica. The pre-war 
area of the municipality was 364 km2, surface area of Maglaj 
today is 82.4 km2. Maglaj was without any connection to the 
surrounding municipalities for nine months. At that time supplies 
were very limited and there was no water or electricity. Almost 
all buildings in Maglaj are war damaged. 

HOUSING AND SHELTER 
Of 1,449 flats constructed, 1,438 are reported war damaged and of 
3,254 houses constructed, 2,767 are reported war damaged. The 
avarage degree of destruction is 25-40%. In the "safe area~ 150 
burned houses are ready for reconstruction, and NPA has begun 
repair work. DPs are prepared to return to buffer zone areas. 

WATER 
The water system was constructed in 1955 and the source is the 
Bistrici river. The system has been modified and 6 boreholes, 
(depth 8 m} fed by river water yield 19 l/sec. A lot of water 
mains have been damaged by shelling and as a result leakage on 
the network was reported to 60%. ODA-EEU have supplied materials 
for repair and maintenance of the system. 

SEWER.11GE 
The system is very old but it i~ working at present. Domestic 
septic tanks which are full and require emptying remain full and 
cause blocking of outlet pipes. There is no proposal for a 
purification plant, and the Bosna river is the recipient. A 
village near the water source has a blocked septic tank which 
penetrates waste water back to the surrounding ground. 

GARBAGE 
The former garbage trucks are damaged by shelling, and only a 
back-hoe tractor is operating the garbage services. The garbage 
is disposed at an proper landfill site. The municipality requires 
50 containers each of size lm3 and 5m3. 

CENTRAL HEATING 
The system consists of two boilers; (each 12,000 kcal/h.) which 
are again operational after repairs by ODA. 

ELECTRICITY 
Maglaj is supplied by a 35 kV line from Zenica. Heavy damage is 
repaired and all consumers have 24 hour electricity, but with 
restrictions. 
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NOVI TRAVNIK 

• General situation: Approximately 85% of Novi Travnik town and 
15% of the wider municipality is under the control of HVO, with 
the remaining area under ARBiH. 

•Pre-war population (1991 Census): 30,624 

• Pre-war ethnic composition: Croat 
Bosniac 
Serb 
Other 

• Estimated post-war population: 42,000 

12,127 (39.6%} 
11,649 (38.0%} 
4,087 (13.3%} 
2,761 ( 9.0%} 

• Estimated post-war ethnic composition: Approximately half-and
half Bosniac/Croat (a. Croat side: 12,350 Croats; 250 Bosniacs; 
400 Serbs: Bosniac side: 13,210 Bosniacs; 290 others) 

• Estimated# DPs in municipality: 5,ooo Croats and 6,500 
Bosniacs registered 

• Origin of these DPs: Novi Travnik; BSA-held territory; Travnik, 
Zenica, Bugojno, Sarajevo, Gornji Vakuf, Vitez 

• Estimated# DPs departed: 10,500 

• Destination of these DPs: CRHB, Dalmatia, Croatia (5,000 
Croats); Zenica, Travnik (5,500 Bosniacs). 

• # and party of elected rep.s on 1990 municipal assembly: 60 
representatives. 20 HDZ, 17 SDA, 6 SOS, 16 other. 

• current political party composition in municipality: Members of 
each parallel municipal assembly comprise only those respective 
Bosniac or Croat party representatives elected in 1990. The only 
party not represented on either side is the sos. On Bosniac side, 
assembly consists of 17 SDA and 5 SOP representatives. 

• status of interim municipal assembly: No joint coordination 
committee exists. 

• Number of Schools: 
Primary 
Secondary School 

• Health Facilities: 

HVO side 
2 
2 

2 

ARBiH side 
1 
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NOVI TRAVNIK MUNICIPALITY (Croat) 
MINUTES OF TECHNICAL TEAM, TUESDAY 17 JANUARY 1995. 

Tonco Bavrka 
Torno Knezevic 
Vlatco Apro 
Mato Jacak 
Zdravko Ljubas 

ELECTRICITY 

Water company 
Head of Infrastructure Team 
PTT 
Director of Putnik transport company 
Director of electric company 

The pre-war connection was from Zenica, but at present Novi 
Travnik gets 24 hour power from the Rama Power Plant. The system 
periodically overloads up to 40% since only 3 transformers, 4 MW 
each, cover the whole municipality. War damage has been repaired 
by town (some materials received from ODA) • Up to 50% war damage 
is reported on the local distribution network. (total network 
21,267 m). With proper repair, Novi Travnik has enough power for 
new industry. Overloading occurs during cold seasons and early 
evenings (central heating system out of order} • With supply of 
material, the municipality is able to do the repairwork. 'the 
municipality has no maps or data to identify underground 
cables.(ODA promised equipment but no response yet). There is 
urgent need for three low voltage transformers 10/0,4 kV and one 
10/0,4 kV 400 kVA(destroyed by shelling}. 

PTT 
Pre-war the municipality had 2 automatic centrals, with 5,500 
numbers (not war damaged}. 2,000 numbers are operating at 
present. Damage on the network cause the reduction. The PTT used 
to be connected via Zenica (90 link lines), and now has 
international access via Croatia. The existing PTT station needs 
replacement batteries. The municipality has asked for assistance 
for repair of the telephone network. Cable specification: 

TK 33 1x2x0,6mm 1,000 m TK 33 lx2x0,6mm 1,000 m 
TK 33 3x4x0,6mm 1,200 m TK 33 5x4x0,6mm 800 m 
TK 33 10x4x0,6mm 500 m TK 33 25x4x0,6mm 500 m 
WO boxes 50 nos Battery set 2x60V,824 Amp. 
All terrain vehicles 2 

There are plans for connecting Vitez and Novi Travnik with 60 
lines in place of the existing 6. 

WATER 
During the conflict Novi Travnik was without water for eight 
months (the sources are in BiH territory and were disconnected). 
A joint agreement in June 1994 normalized the water situation. 
However, increased population and great leakage on the network 
(50%) are creating shortages. The Croats claim to have the 
experts on water, but have no access to the sources which are on 
the Bosniac side. Water is reported to be the priority problem 
for Novi Travnik's Croat officials, and all problems are related 
to the water sources, which are situated on the Bosniac side. 
Most of the water is comrning from the Opara system, consisting of 
three springs: Tocak, Dusina and Lupezovac. Spring Dusina is very 
sensitive to weather, and the water is often turbid. The total 
capacity for Opara is 70 l/sec. at maximum, but usually it is 
less than 50 l/sec. There is another source Oparac, which is 
complete and has the pipeline constructed, but is not connected 
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due to an unacceptable level of sulphates in the water. The 
municipality has a proposal for constructing a water purification 
plant to reduce turbidity in the water from the existing spring 
and remove sulphates from the new spring Oparac. Such a plant 
could produce 110 l/sec. of potable water for the town. 

Sulphate Removal/Treatment 
Plant for Spring oparac 

The treatment plant includes: 

*aeration/ cascade system 
*retention tank 
*settling tank/lamella settler 
*dosing of chemicals and 
*pumping of sludge 

Implementation will result in 
100 l/sec of potable water for 
Novi Travnik. 

o, ........ 

No"Vi Tra"Vnik Water Supply 

Budget: 

Construction material for reinforced concrete 
aeration/settling tank 
Equipment for dosing and preparing chemicals 
contingency 
Total 

SEWERAGE 

structures for 
$120,000.00 
100,000.00 
30,000.00 

2so,ooo.oo 

A new sewerage pipeline through the city is designed but not 
implemented. Raw sewage is one of the biggest problems for the 
Croat area of town. Replacement of sewer pipes was in process 
before the war, but a 1.5 km pipeline 0 500-800 mm in the center 
of town remains to be completed at an cost of DM423,000. This gap 
in the main causes floods of sewage in the town center and waste
water floods in basements. The nearest river is the sewage 
recipient; no treatment plant is constructed or designed. 

GARBAGE 
A landfill site, which was "temporary" more than twenty years 
ago, is still being used. There is a proposal and design for a 
new landfill site at the border between Vitez and Novi Travnik. 
The proposal by the Novi Travnik municipality would cost DMlM. 
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Of the two pre-war garbage trucks, only one had been operating 
until it recently hit a mine. There is urgent need for garbage 
containers {14-16m30, 20 each side) and two new garbage trucks. 

TRANSPORT 
Transport is an important issue for the city, and should be 
developed with industry. The war damaged asphalt plant needs to 
be repaired and in operation as soon as possible to assist in 
road repair{damage est. DM400,000). 180-200 km of roads need to 
be re-surfaced. In addition they need an asphalt paving machine; 
buses for transport of pupils, labours and public; and a 
workshop for repair and maintenance of the existing fleet. 

NOVI TRAVNIK MUNICIPALITY (Bosniac) 
MINUTES OF TECHNICAL TEAM, WEDNESDAY 18 JANUARY 1995. 

Vehid Todorovac 
Ibrahim Alicevic 
Nisvet Gotic 
Sehzad Hodzic 
Ramiz Otuzbir 
Marsad !brae 

ELECTRICITY 

Water company 
Electricity company 
PTT 
Transport company 
Central Heating 
Housing and Reconstruction 

Heavy war damage was reported on the distribution network and 
transformers. Local technicians repaired the line which has 
functioned satisfactorily since January. Some transformers have 
been used without sufficient maintenance and transformer oil, and 
frequently break down. Joint interest and good cooperation with 
the Croat side was reported. There is normally electricity 24 
hours/day, however there are problems with one 4 MW transformer 
and construction of new transformer station 35/10 kV, 2xa MW. 
Local technicians are ble to do repairwork themselves upon 
delivery of spares. There are three villages without electricity. 

WATER 
Water is from three different sources (Dusina, Lupezovac and 
Tocak) with a present yield of 40-75 l/sec. The turbidity problem 
is mainly on Croat side of the town, probably because most of the 
water for Bosniac side of town comes from the old water system 
through a sand-filter. Present water supply is 24 hours/day, 
except the upper part of the city connected to the system and 
tall buildings, which have water approx. 10 hours/day. 

SEWERAGE 
A treatment plant was planned before the war, however no steps 
were taken to implement the system. Since this part of town is on 
the upper level, overflows do not occur in this area. 

GARBAGE 
Garbage disposal is of great concern. At present they have no 
garbage trucks, are borrowing a worn out truck from Zenica. 

PTT 
The main PTT central is on "the other side". Of 1800 lines pre
war, only 240 (less than 20%) are connected. The Croats are 
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connecting to international lines through Croatia. The network in 
town is usable but is completely devastated in the surrounding 
villages. The municipality expressed the need for one Central 
unit for 2,000 numbers and spares for repair. 

HOUSING/SHELTER 
The municipality assessment on war damaged houses: 

overview of damages: Average rep.cost 
Category I Totally destoyed houses 17 
Category II Damage 40-80% 12 DM 10-15,000 

Category III Damage 10-40% 11 5-10,000 
Category IV Damage 5-10% 265 1-4,000 

Damaged apartments: 
B.Kidrica 2 street 41 flats category II 
Apoteka building 16 II category II 
M.Tita street 5 II ·categpry II 
B.Kidrica 2 street 13 " category III 

LWF will assist in the repair of one village ( 14 houses) for 
repatriation. Both municipality representatives agree that the 
time is due for reconstruction of buildings in the buffer zone. 
Prioritized assistance: 
1. Repair of apartments (41 flats in blocks) 
2. Repair of school 
3. Roof construction on clinic 
4. Kindergarden 

CENTRAL HEATING PLANT 
The central heating plant is situated in the war damaged Bratsvo 
munitions factory. The boilers and some pipes are damaged, hence 
the town is without central heating. Repair of the plant is 
technically easy, but politically impossible, with the Croats 
insisting on jobs in tt1..; plant, and the Bosniacs insisting on a 
trade for jobs in the Vitez explosives plant. UNPROFOR and ODA 
have looked at the plant and are prepared to assist the technical 
work, if and when the political/military issues are resolved. 

TRANSPORT 
Bosniacs have FOM problems through the Croat part of town. The 
bus system was owned together with Travnik and Vitez. 
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PROZOR 

• General Notes: Prozor is a critical route node through which 
humanitarian aid for Central Bosnia passes and consequently has 
been subject to waves of banditry. Formerly considered a hard
line HDZ stronghold, Prozor is getting more attention now that a 
new, more progressive mayor has taken office. 

•Pre-war population (1991 Census): 

• Pre-war ethnic composition: Croat 
Bosniac 
Serb 
Other 

• Estimated post-war population: 19,800 

19,601 

12,213 (62.3%) 
7,173 (36.6%) 

49 (0.2%) 
166 (0.9%) 

• Estimated post-war ethnic composition: No information available 

• Estimated # DPs in municipality: 6,000 

• Origin of these DPs: Bugojno, Jablanica 

• Estimated # DPs departed: No information available 

• Destination of these DPs: Bugojno, Jablanica 

• #and party of elected rep.s on 1990 municipal assembly:48. 31 
HDZ, 14 SDA, 3 SOP. 

• Current political party composition in municipality: SDA and 
HDZ only. 

• Status of interim municipal assembly: No interim municipal 
council exists 

• Number of Schools: 
Primary 
Secondary 

• Health facilities: 

HVO side 
3 
1 

1 

ARBiH side 
1 
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TESANJ 

• General Notes: A small part of the municipality is controlled 
by BSA. Croats in the north claim their own municipality, Usora, 
which comprises only a small number of villages. 
•Pre-war population (1991 Census): 48,390 

• Pre-war ethnic composition: Croat 
Bosniac 
Serb 
Other 

• Estimated post-war population: 62,000 

8,952 (18.5%) 
34 I 938 (72 • 2%) 
3,078 (6.4%) 
1,422 (2.9%) 

• Estimated post-war ethnic composition: 85% Bosniac; 10% Croat; 
and 5% Serb. 

• Estimated# DPs in municipality: 12,738 registered 

• Origin of these DPs: Doboj, Teslic 

• Estimated # DPs departed: No informa.tion available 

• Destination of these DPs: No information available 

• # and party of elected rep.s on 1990 municipal assembly: 50. 30 
SDA, 6 HDZ, 7 sop, 6 UBSD, 1 sos. 

• current political party composition in municipality: SDA, HDZ, 
SOP. 

• Status of interim municipal assembly: There is an interim 
municipal assembly but the HDZ representatives participate only 
sporadically. All Croats have been withdrawn from municipal 
executive boards. The self-declared municipality of Usora 
comprises Croats from Doboj and Teslic as well as Tesanj. 

• Number of Schools: 
Primary 
Secondary 

• Health facilities: 

HVO side 
1 
2 

ARBiH side 
8 

1 
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TESANJ MUNICIPALITY 
MINUTES OF TECHNICAL TEAM, WEDNESDAY 1 FEBRUARY 1995. 

Indir Kapic 
Hilmo Hadzan 
Esad Vilasevic 
Rif at Dzebic 
Muris Imsirpasic 
Hasan Alikadic 
Sead Ramie 

HOUSING AND SHELTER 

Komunalno 
PTT 
Electric Distribution 
Central Heating 
Agriculture 
Forestry 
Forestry 

In the beginning of the war 20,000 DPs were reported in the 
municipality of Tesanj. At present 12-15,000 DPs are in this 
area, of which 300 are accommodated in collective centres and the 
rest in family houses. About 2,000 houses are war damaged. The 
degree of damage may be, on average, less than in other areas as 
the destruction is a result of granades and shelling. In the 
buffer zone 500-800 houses are vacant due to danger. The time is 
not due to repatriate in this area. The house owners are hosted 
nearby and are prepared to return as soon as political decisions 
concerning security are taken. 

PTT 
Pre-war the municipality had three telephone centrals, one in 
Tesanj with 3,000 numbers, one in Jelah with 1,152, and one in 
Tesanjka with 1,152. The central was connected to Doboj. When the 
war started the connection was cut off. In 1993 Tesanj connected 
12 lines to Zenica. During the conflict with HVO the connection 
t.1as cut, but re-established in August 1994. At present only the 
station in Tesanj is operating. There is a plan for improvement 
of the system and connection to Zenica via optic cable. Breakaway 
Usora has a new wireless system for its 4,000 Croat residents. 

ELECTRICITY 
Before war Tesanj was supplied from Doboj (35 kV overhead line) . 
. About 12 000 houses were connected. They shared the load 50/50 
with the industry. One transformer (35/10 kV) is in Jelah and one 
(35/10 kV} is in Tesanj. Today they are supplied from Maglaj by a 
13 km long, 10 kV power line with capacity 1,5 MW. This line is 
ouly sufficient to feet~. the hospital and priority consumers. All 
have electricity, but with restrictions. 5 km of the improvised 
35 kV power line from Maglaj is damaged. The municipality 
required spares and 30 transformers 10/0,4 kV. Total estimated 
war damage on the network is DM SM. 

CENTRAL HEATING 
A central heating plant was constructed in 1984. The completed 
phase I covered 25% of the town. The central heating system has 
been operating during the war, but with reduced capacity due to 
war damage and lack of general maintenance. The coal-heated 
boiler burns 6,000 t/season with capacity of 13 MW. ODA has been 
asked for assistance on repair. 

WATER 
The water system was constructed in 1961-68. The town was 
supplied from surface water by gravity via purification plant and 
distribution network, capacity 8 l/sec. In 1983 six shallow wells 
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were connected to the system by collecting tank 600 m3, booster 
pumps to 4 00 m3 tank, capacity 4 7 l/sec. 6 ·villages have their 
own water system while the rest of the population, 15, ooo 
consumers, have no proper water supply. A future water scheme for 
the whole municipality has been designed. 

GARBAGE .. , 
The municipality has an organized landfill site. It remains to 
complete waste-water drainage and water supply for fire fighting. 
For organized collection, they require; 
• container 100 1 
• containers 1 m3 
• containers 3-5 m3 

500-1. I 000 
200-400 

20, .. 
Transport and site work requires 3 trucks and one bull-dozer. 

SEWERAGE 
Tesanj and Jelah have both a combined sewage system. In Tesanj 
the sewage main is 3-4 km long, constructed of 0 800 mm concrete 
pipes. River J~isbre is used as recipient. 

B - 30 

I 



TRAVNIK 

• General situation: Approximately 30% of the municipality is 
under the control of BSA, 5% is under the control of HVO, and the 
remaining 65%, including the town, is under ARBiH. 

•Pre-war population (1991 Census): 

• Pre-war ethnic composition: Croat 
Bosniac 
Serb 
Other 

• Estimated post-war population: 56,896 

70,402 

26,008 (36.9%} 
31,862 (45.3%} 
7,751 (11.0%} 
4,781 ( 6.8%) 

• Estimated post-war ethnic composition: 95% Bosniac; 4% Croat; 
1% Serb. 

• Estimated # DPs in municipality: 28,860 (40% in centres, 60% in 
private housing) 

• Origin of these DPs: Vitez, Novi Travnik, BSA-occupied areas 

• Estimated #DPs departed: 33,000 (23,000 Croats, 6,200 Serbs, 
3, 800 Bosniacs) 

• Destination of these DPs: Kiseljak, Vitez,CRHB, Croatia 
(Croats); "all over the world" (Bosniacs}; BSA-controlled areas, 
Serbia, Montenegro (Serbs). 

• Number and party of elected representatives on 1990 municipal 
assembly: 60. 23 SDA, 20 HDZ, 4 sos, 13 SDP and Reformist Party 

• current political party composition in municipality: All 
parties represented except sos. Independent parties are polarised 
along ethnic lines. 

• status of interim municipal assembly: There is a Transistion 
Board, but no joint municipal coordination committee. 
Representatives have been chosen for the interim municipal 
assembly. 

• Number of schools: 
Primary 
Secondary 

• Health Facilities: 

HVO side 
8 
3 

1 
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TRAVNIK MUNICIPALITY 
MINUTES OF TECHNICAL TEAM, MONDAY 16 JANUARY 1995. 

Salko Telalagic 
Muhamed Terzic 
Dzevad Beciragic 
Nada Leko 

Electricity Travnik 
Komunalno Director 
PTT Director, Travnik 
Technical Director PTT 

(Travnik Municipality in Nova Bila) 

(B) 
(B) 
(B) 
(B) 

Mirko Batinic President of Municipal council(C) 
Tome Rajic President of Social Department(C) 

INFRASTRUCTURE 
The Municipality is situated at the far west of the Lasva valley 
and is divided into two territories; the Bosnian part on the west 
and the Croatian part on the east. Most of the area is controlled 
by ARBiH. HVO controls parts of the community around Nova Bila, 
where the central hospital for the HVO pocket is established. 
Pre-war infrastructure was developing in the region of Travnik. 
The development was important for local industry. Most of the 
industry was attached and damaged in the beginning of the w~r. 
There is will and confidence to put the infrastructure into pre
war stage. Temporary solutions have to a certain extent given the 
people normal living conditions. Lack of maintendnce on existing 
systems and old technology put industry behind modern times. 

SEWERAGE 
Reconstruction was in process before war but not completed. The 
surrounding villages have no system. All sewage goes untreated 
into the nearest river. 

GARBAGE 
The pre-war situation was satisfactory. The municipality had 4 
garbage vehicles all of which are war damaged. At present only 
one tractor is used for garbage transport. The land-fill site is 
close to the confrontation line and not in use. Project proposal 
and design for new landfill site is complete, but funds for 
implementing the work are not available. 

ELECTRICITY 
Travnik electricity company covers Novi Travnik, Vitez and 
Travnik. The plant has good co-operation with UNPROFOR and ECTF. 
Pre-war two transformers (110 kv line), in Puticevo and in town, 
served the area. Several transformers on the distribution network 
are damaged. 15 transformers 10/04 kv need replacing/repair. 6 
villages have no electricity, each require repair of approx. 5 km 
overhead lines, pylons and transformers. Some.temporary repair is 
done, lack of spares hamper the work. With materials the 
engineering team may do the work themselves. The transmission 
lines are not able to distribute power between Vitez and Travnik. 

PTT 
The pre-war system was more than 20 years old. More than 80% of 
the distribution network was reported war damaged. After the 
Washington agreement both sides are co-operating, however, 
Travnik is left with a very old insuff isient system while the 
Croats are organizing themselves with connection to Croatia. 
Separate companies (PTT BiH and PTT HVO) are developing. 
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Technicaly a joint project for future communication is possible 
and obvious, but there is no political willingness. 

HOUSING 
War damage on houses was reported to about $3,000/house. More 
than 1500 houses on each side was reported seriousely damaged. 
Some houses are under repair on the Serb side (French Caritas has 
given funds for reconstruction). One Norwegian organization has 
given some building materials for self-help. Most of the houses 
are in ababdoned villages, among them the biggest one is Guca 
Gora. Total number of houses in the eastern part of town is about 
1,800. On the west side, about 3,000 houses, but at present only 
1-1,200 could be considered as approachable for reconstruction. 
Close to political agreement for reconstruction on the buffer 
zone, however security problems and human protection is unsolved. 

INDUSTRY 

BORAC Travnik, shoe factory 
SIPAD SEBESIC, wood industry 
Slimena BNT, metal industry 
DOLAC, matches factory 
TRZ, military tech. industry 

a ooo empl. 
3 000 
200/500 
500/600 
200/250 

Industry is working at 20% capacity. Much .is modern enough to 
restart full production in competition with Western Europe, but 
neees some assistence and investment for starting-up. 

WATER 
The pre-war water supply was not satisfactory and a huge water 
project to serve Travnik and Zenica was designed. The source was 
estimated with an output of 250-300 l/sec. The town of Travnik is 
today getting water from two major springs: 
• Spring Basibunar, capacity 80 l/sec. , at level 560m, 

supplying the town by gravity flow, and part of village 
Kalibunar by pumping 60 l/sec. at 55 m head. 

• Spring Plava Voda, used capacity 240 l/sec., at level 496 m. 
(real cap. is reported to more than 2 m3/sec.). From this 
spring water is pumped to a tank in Kupilo at level 555 m, 
capacity 2x600 m3. Water is pumped to the tank by 2 working 
and 1 stand-by pump, capacity 120 l/sec. at 70 m head each. 

From the tank at Kupilov water is supplying the town and Nova 
Bila by gravity. Pipeline for Nova Bila has one branch supplying 
the village Ilovaca, using booster pump (35 l/sec. at 64 m head.) 
At present only one pump was working at Plava Veda spring, and 
the pipeline for Nova Bila is waterless. Another problem is the 
size of the pipes, which starts with pipes 0180 mm, and been 
reduced twice to 0160 mm and 0140 mm respectively. Another 
problem is getting water to Turbe, Paklarevo, Bilici and 
Jankovici. The sources for this region is in the Serb occupied 
area of the municipality. A temporary solution for water supply 
to these inhabitants may be to construct a new pipeline with tank 
and booster pumping station. Total length of proposed pipeline is 
5 km, plus 2 km extension to Turbe. 
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The New Pipeline Plava Voda - Nova Bila 

Scope: Nova Bila is connected to the Travnik tank Kupilo by a 4.5 
km pipeline (300 mm) which extends to the branch long cca 6.5 km, 
consisting of pipes with three different sizes : 180/160 mm, 
160/140 mm and 140/125 mm, with lengths 2.5; 2.5; and l.5km, 
respectively. Total manometric head is about 65 m. The capacity 
of the existing pipeline is 11-12.5 l/sec, supplying 20-30,000 
people and the central Croat hospital in the region. To get 
capacity to the desired 20-25 l/sec, it is proposed to replace 
the last part of the pipeline (2.5 km), using pipes of size ON 
225 mm, instead 140/125, and 160/140 mm. 

Flow rate estimation for existing pipeline 

route diam mm length m flowl/sec friction loss m 

Tank 300 4500 45 0.0016 7.2 

I 160 2500 15 0. 0044 11. 0 

II 140 2500 15 0.0105 26.0 

III 125 1500 15 0.015 22.5 
Total head loss :66m 

With local head losses considered, it gives a real flow rate of 
12-13 l/sec. 

Flow rate estimation through reconstructed pipeline 

route diam mm length m flowl/sec friction loss m 

Tank 300 4500 50 0. 0029 11 

I 160 2500 20 0. 0073 18 

II 140 1500 20 0.0170 25 

III 200 2500 20 0. 0023 6 
Total head loss: 60 m 

If the last part of the extension is constructed using 2.5 km (ON 
225/200 mm) flow capacity from Plava Voda to Nova Bila increases 
to 22-23 l/sec. 
Budget: 
Pipes ON 225/200,1=2500 m@25 $/m 
Pump for Plava Voda spring, q=70 
150 $/kW 
reconstruction of tank and pump 
Subtotal 
Contingency (25 %) 
Total 

62,500. 
l/sec, H=70 m, 

15,000. 
station at Nova 

102,000 
25,500 

128,000 

P=llO kW@ 

Bila 25,000. 
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VARES 

• General Notes: Vares is one of only two municipalities in 
Bosnia where, in the 1990 election, the dominant political party 
was neither SDA nor HDZ, but rather the SOP/Communist Party. 
Following the war with the BSA in 1992, HDZ/HVO took over the 
municipality and the SDA contingent left municipality in protest. 
In November 1993 ARBiH pushed HVO out and SDA took control under 
the leadership of the former vice president of the government. It 
was one of the last towns to suffer from the conflict. 

•Pre-war population (1991 Census): 

• Pre-war ethnic composition: Croat 
Bosniac 
Serb 
Other 

• Estimated post-war population: 14,132 

22,114 

8,982 (40.6%) 
6,721 (30.4%) 
3,630 (16.4%) 
2,781 (12.6%) 

• Estimated post-war ethnic composition: 96% Bosniac; 3.5% Croat; 
0.5% other 

• Estimated # DPs in municipality: 6,1,00 

• Origin of these DPs: Zepce, BSA-controlled areas, Kiseljak 

• Estimated # DPs departed: 12,000 Croats 

• Destination of these DPs: Kiseljak, Kresevo 

• # and party of elected rep.s on 1990 municipal assembly: 50. 19 
SOP, 13 HDZ, 9 SDA, 8 Reformist, 1 DSS 

• current political party composition in municipality: 
Polarisation of parties along ethnic lines. Vares war presidency 
of 9 representatives has 4 parties represented: SOP, SDA, 
Reformist, and oss. 

• status of interim municipal assembly: Joint coordination board 
(3 Bosniacs and 3 Croats) exists. 

• Number of Schools: No information available 

• Health facilities: No information available 
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VARES MONZCIPALITY 
MINU'l'ES OF TECHNICAL TEAM, 30 JANUARY 1995 

Zaf er Kamenjas 
Salia Dzindo 
Suad Imamagic 

ELECTRICITY 

Komunalno 
Electrical Distribution Company 
PTT 

Vares is supplied from Kakanj. The 15 km overhead line was 
constructed in 1926 and needs major repair. However, the 
municipality has electricity 24 hours/day, but on restriction. 
For the water works there is a separate distribution line to the 
pump station, (18 km of wooden poles which have to be repaired). 
On the low voltage network some insulators are damaged and should 
be replaced. There is a general need for assorted spares. 

WATER 
The city of Vares gets water from two different sources. Leakage 
on the distribution network was reported to be 50%. The water 
main is constructed in a shallow trench along the main road and 
hence, is frequently broken. 

SEWERAGE 
The sewerage system, or lack of system was reported as one of the 
city's biggest problem. The main sanitary network is connected to 
the drainage and storm-water system and led into river Stavnja 
which flows through the city. Where apartment blocks and official 
buildings are connected small septic tanks are constructed for 
light treatment before the sewage is channelled into the river. 
Due to lack of septic vehicle (pre-war required from Sarajevo 
when necessary) the tanks are full and the system blocked. 

GARBAGE 
The municipality has a proper landfill site. To continue service 
they need spares for the truck, which is old, and 20 containers. 

ROADS 
No roadwork or maintenance has been done for years. Water 
channels and culverts are collapsing and dish-drains and trenches 
need to be cleaned and partly reconstructed. 

PTT 
The main central for PTT is in Sarajevo. During the war the 
connection was cut off. Recently Vares has been reconnected to 
Sarajevo via Breza. International calls may be possible by 
calling Sarajevo for transmission. A project proposal for up
grading the local network was sent to Zenica for approval. No 
connection to CRHB/Croatia. 
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VITEZ 

• General Situation: HVO controls the greater part of Vitez town 
with its industries and approximately 35% of the wider 
municipality. ARBiH controls a small part of the town (Stari 
Vitez), Kruscica community, and the rest of the municipality on 
the left bank of the Lasva River. 

•Pre-war population (1991 Census): 

• Pre-war ethnic composition: Croat 
Bosniac 
Serb 
Other 

• Estimated post-war population: 35,064 

27,728 

12,679 (45.7%) 
11,471 (41.4%) 
1,502 (5.4%) 
2,076 (7.5%) 

• Estimated post-war ethnic composition: 62% Croat; 34% Bosniac; 
4% Serb 

•Estimated# DPs in municipality: 7,000 Croats and 2,700 
Bosniacs registered 

• Origin of these DPs: Travnik, Zenica, Kakanj, Novi Travnik 
(Croat); Vitez, Novi Travnik, BSA-held areas (Bosniacs) 

•Estimated# DPs departed: 7,000 Bosniacs, 4,000 Croats 

• Destination of these DPs: Vitez, CRHB, Croatia, 3rd countries 
(Croats); Travnik, Zenica, Kakanj (Bosniacs) 

• # and party of elected rep.s on 1990 municipal assembly: 62. 23 
HDZ, 16 SDA, 9 SOP, 7 Reformist, 2 SOS, 1 Socialist, 2 Youth, 2 
Liberal 

• Current political party composition in municipality: 1990 
representatives have polarised along nationality lines. sos no 
longer represented. 

• Status of interim municipal assembly: Municipal coordination 
committee exists. Canton coordination board representaives have 
been chosen: 3 Croats (2 HDZ, 1 SOP) and 2 Bosniacs (1 SDA, 1 
SDP). 

• Number of Schools: 
Primary 
Secondary 

• Health facilities: 

HVO side 
1 
1 

1 

ARBiH side 
1 

1 
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VITEZ AND STARI VITEZ MUNICIPALITY 
MINUTES OF TECHNICAL TEAM, THURSDAY 19 JANUARY 1995 

Ivica Miskovic 
Sead Besic 
Ekrem Seheganovic 
Sifet Hurem 
Dragan Vukadinovic 
Zdenko Magel 
Vinko Sedlasek 
Ive Krizanac 

INTRODUCTION 

Deputy President of Economy 
Electro Vitez · 
Komunalno Director (Bosniac) 
President of the Local Government 
Director of Central Heating 
Electro Distribution, Vitez 
Komunalno 
Ass. Minister for Development and 

reconstruction, Central Bosnia 

( C) 
( B) 
( B) 
( B) 
( C) 
( C) 

( C) 

Vitez Municipality is one of the smaller municipalities in the 
region covering 154 km2. The backbone of industry is wood 
manufacture, cattle-breeding, dolomite mining and a chemical 
industry producing gunpowder, plastic and powder explosives. 

CENTRAL HEATING 

( C) 

Both representatives were concerned about damage to the central 
heating system. The heating plant is located in the Vitezit 
explosives company, capacity 15 MW with heating provided for 
schools, kindergarden, hospital and other public and business 
establishments. The transport line is in bad condition due to 
lack of maintenance and some war damage. Total length of pipeline 
for reconstruction is 2xl,500=3,000 m (push-and backpipeline), 
and some addition for fittings and chambers. One connection is 
designed for Stari Vitez heating supply. 

ELECTRICITY 
Both sides are supplied from the same 110 kV line. During the 
conflict the electrical network was considerably damaged. The 
network has been temporarily repaired with their own resources 
and some assistance from ODA. More than 18 km of low voltage 
overhead lines have been repaired on their own. The power is 
equally shared between the Bosniacs and the Croats and they have 
been cooperating on the repair. On the Bosniac side 19 villages 
with 15,000 inhabitants need improvement of electricity supply 
(80% of electrical infrastructure is destroyed). There is urgent 
need for repair of 10 kV powerline, 6 km and repair of 12 km of 
low voltage network. Also 5 transformenrs 10/0,4, 160 kVA are 
required as emergency need. 

GARBAGE 
In the area of Kanare between the Lasva and the Kruscica rivers 
there is a landfill site for garbage. The Lasva is polluted by 
the landfill site, as well as by sewage. The municipality has two 
proposals for new landfill site, and one is related to same site 
as been mentioned at Novi Travnik municipality. Kruicica village 
claimed that their disposal site is the nearest forest. There is 
a shortage of trucks and garbage containers. 

PTT 
All the ARBiH areas in the Vitez municipality have no phone lines 
apart from Stari Vitez where 15 lines are improvised. Damage on 
the distribution network was almost total. No households have 
telephone connection. On the HVO side, with assistance from 
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Mostar, local technicians have repaired and connected the city to 
national and international lines. The Bosniac side proposed a 
telephone connection for Prescivo region to the Zenica ATC, which 
will upwire TC for 300 numbers and network. In all Vitez area 
approximately 40 km of telephone network is reported destroyed. 

HOUSING AND SHELTER 
The BiH controlled area is 
divided into three parts; 
Krucica 
(present population 2,930) 
Stari Vitez 
(present population 1,200) 
Left bank of Lasva River 
(present population 6,438) 
Total 10,568 

2,289 houses are reported war 
damaged. On the HVO controlled 
area of the municipality 850 
houses were reported damaged 
out of which 250-300 badly 
damaged. Some repairwork has 
been done. DRC has repaired 10 
houses in Vitez and IRC 30 
houses in Stari Vitez. 
People are prepared to return 
to buffer zone areas, but no 
political steps have been 
taken. Some of the houses are 
completely destroted, hence 
there is nothing to return to. 

ROADS AND BRIDGES 

All roads in the region have 
been considerabely damaged by 
increasing traffic and also 
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partly by UNPROFOR's heavy traffic. There is a proposal for 
reestablishing the asphalt plant, which is basic for any road 
reconstruction. One bridge (Radakov Most) on river Lasva is 
considerably damaged, and several other smaller bridges, mainly 
wood construction, need to be repaired. 

SEWERAGE 
No proper sewerage main. The system is in very bad condition. Due 
to the war there was considerable destruction and blockage in 
certain manholes and grid sections. Part of the main is blocked 
and sewage was reported leaking to the surface. On both sides 
there are open ditches with sewage flow, and in Stari Vitez there 
is sewerage pipe disposing in the open stream, which flows 
through the center of town. It is urgent to reconstruct the sewer 
main, 2 km of 0 500-aoomm concrete pipeline. overcrowding is 
significant, and infection and diseases have been reported. 
There is no treatment plant, the nearest river is recipient. 

WATER 
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Vitez municipality is being supplied with water from the Kruscica 
water spring which goes to the town central tank (capacity 4 
OOOm3}. Water tank is at level 460m, while most of the town is at 
level 420 m. A number of villages on high zone, like 
Bukve,Ljubic, Preocica, Poculica and surroundings at level 450m 
and higher does not have water, approximately 50% of the 
population. Primary and secondary water pipe lines were reported 
to be in a very bad condition and leakage on the network is 50%. 
There are two new drilled boreholes Kremenik wells, 40 m deep 
with tested capacity 70 l/sec. each. By including these boreholes 
in the system, which will concider assembling of pumps with 
pipes, 3.6 km of pipeline from boreholes to the new tank the 
municipality water supply should be satisfactory. If the town of 
Vitez is connected to the Kremenik borehole, existing connection 
to the Kruscica village could be used to supply high zones with 
20 l/sec., and to supply 90 l/sec. more water for Zenica. 
A project proposal to settle the basic needs for water in Vitez 
and Nova Bila is made by IMG-IBH by increasing the supply from 
the existing two wells of Kremenik. 

Developing the nAw source Kremenik for the Vitez area 

Scope: Two bore holes are constructed and tested in Vitez, 40 and 
45 m deep respectively, each with a tested flow rate capacity of 
70 l/sec. The main part of this project is constructing a pump 
station with submersible pumps, rise pipes and fittings, and a 
pipeline from the pumping station to the existing town tank (3.6 
km, manometric head 40 m, pipe size ON 300 mm). The second stage 
of this project is disconnection of the Vitez tank from the main 
water pipeline Kruscica-zenica and constructing small pipelines 
for the villages on the outskirts of Vitez at high elevations. 
Implementation of this project will ensure 140 l/sec for Vitez, 
20 l/sec for villages, and 90 l/sec for Zenica, which has had 
water shortages for many years. 

Budget: 

Pumps (q=70 l/sec; H=40 m +head loss (0.0074 * 3600 m 
*0.65 for PVC pipes)=60 m} P=65 kW @$150/kW *2 $19,500. 
Pipes, fittings, fuseboards and material for pump station 15,000. 
Pipes ON 300, 1=3600 m @$50/m 180,000. 
Various fittings, elbows, valves etc. 30,000. 
Small pipes ON 150, 500 m @$15/m 7,500. 

ON 110, 3000 m @$6/m 
ON 65, 6000 m @$4/m 

Various fittings for small pipeline 
Centrifugal pumps (q=lO l/sec; H=50 m), 2 Nos. 

P=8 kW @ $250/kW * 2 

10,000. 

Construction materials for small tanks in villages 
5 @ $12,000 

SUBTOTAL 
Contingency (25 %) 
Total 
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18,000. 
24,000. 

4,000. 

60.000. 
368,000. 
92,000. 



,. 
ZAVIDOVICI 

• General Situation: 70% of the municipality is under ARBiH, 19% 
BS~, and 11% HVO. 

•Pre-war population (1991 Census): 

• Pre-war ethnic composition: Croat 
Bosniac 
Serb 
Other 

• Estimated post-war population: 50,000 

57,153 

7,519 (13.2%) 
34,341 (60.1%) 
11,637 (20.4%) 

3,656 (6.3%) 

• Estimated post-war ethnic composition: No information available 

• Estimated # DPs in municipality: 12,500 

• Origin of these DPs: Within municipality; BSA-held territories 
(including Krajina) 

• Estimated # DPs departed: No information available 

• Destination of these DPs: No information available 

• # and party of elected rep.s on 1990 municipal assembly: 100. 
54 SDA, 11 HDZ, 6 Reformist, 7 SOP, 2 Liberal, _loss, 19 sos 

• Current political party composition in municipality: No 
information available 

• Status of interim municipal assembly: Members to the interim 
municipal assembly have been chosen, but it has not been 
established yet. 

• Number of Schools: 
Primary 
Secondary 

• Health facilities: 

HVO side ARBiH side 
5 
3 

1 
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ZAVIDOVICI MUNICIPALITY 
MINUTES OF TECHNICAL TEAM, SATURDAY 4 FEBRUARY 1995. 

Mili Velie 
Basic Izet 
Ernest Dielmic 
Sedan Vekovic 
Ekrem Muhic 
Ahmed Cosic 
Ivica Antonovic 
Curan Mujes 
Mirsad Dedic 
Zijad Dioferovic 
Fuad Berberovic 
Begovic Zeaz 
Fadil Kovacic 

HOUSING AND SHELTER 

Urban Engineering Inspector 
Utility Inspector 
President, Commission for Reconstruction 
Director of Utility Company Radno 
Director of Construction 
Chief of Railway Station 
Director of Engineering Company 
Executive of Electricity Company 
Chief of Department for Restoration 
Multi-story Buildings 
Director of Building Installations 
secretary of Economics 
PTT 

This municipality is one of the hardest hit with war damage to 
houses and flats in the city and surroundings. Over 700 houses 
were reported damaged in the BiH area which is about 80% of the 
total pre-war area. In the community of Gostovici, 150 houses 
are destroyed. No rebuilding has taken place, but negotiation is 
ongoing with DRC for reconstruction of 30 houses. The land along 
the bank of river Bosna is reported as area for repatriation. 

SEWERAGE 
There is a sewerage main in the city, but surrounding villages 
are not connected. There is a need for reconstruction of the town 
network. The few septic tanks which are constructed need to be 
emptied, a task ODA has promised to do in the near future. All 
sewage is channelled into the river Bosna without treatment. 
They claim to have designs for a sewage treatmant plant. 

GARBAGE 
Pre-war the municipality had a satisfactory refuse system, but 
the disposal site was a temporary solution which can't be 
developed as their future landfill site. The refuse disposal 
truck fleet is avaiting parts from ODA for repair. They require 
one new garbage truck and 120 containers 5 m3. 

CENTRAL HEATING 
There are twelve central heating systems in the town which cover 
the centre of the city only. Some are not working due to a 
combination of lack of spares and lack of heating oil and coal. A 
proposal exists for reconstruction of all heating plants. 

ELECTRICITY 
Zavidovi6i is supplied from the 110 kV line Zenica-Maglaj. The 
municipality has no major problem with electricity except in some 
of the front line villages. Electricity supply is 24 hours a day, 
but with restrictions. Reconstruction of the low voltage network 
to some of the villages is badly needed. 

PTT 
The PTT and post office building is badly damaged from shelling. 
The PTT central has 6,000 numbers, but is at present operating 
with reduced capacity. One out of three centrals located in the 
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suburbs is working. Zavidovici is linked to Zenica by cable. 
Wireless connection is designed but not prioritized. 

RAILWAY 
Assessment was done for reopening rail traffic between Zenica and 
Zavidovici. The electrified locomotive could operate on one line 
upon completion of remaining 500 m of the feeder line. 

ROADS AND BRIDGES 
An unfinished street between two bridges in town is a high repair 
priority for the municipality. As for streets and roads, all 
pavement needs upgrading. Road culverts, channels and drainage 
systems are partly blocked due to a 3 year lack of maintenance. A 
bridge crossing the river Gostovic on the road Zavidovici-Kakanj 
(steel structure with wood pavement), max. load 5 tons requires 
upgrading. The bridge is constantly overloaded transporting coal 
from Kakanj to Zavidovici (not inspected by the team). 

WATER 
Water supply to the city is functioning except in the villages of 
Oubravica and Hajderovici where there is no main water supply. 
Water could be supplied to Dubravica using the source from the 
Croat village of Viniste. The village of Dubravica is located in 
the Zavidovici municipality, close to the former BiH/HVO 
confrontation line. The present population of 2,500 is now almost 
entirely Muslim. The nearest village on the Croat side of the 
former confrontation line is Viniste, part of the Zepce 
municipality. The present population here is now entirely Croat 
and numbers 1,500. The mayors of both municipalities have 
accepted this water project, and have signed an agreement to have 
their water companies to start a joint technical assessment. 

Water supply Dubr.avice-Viniste 

scope: This water system, after completition will supply the 
villages of Dubravice (2500 people) and Viniste (1500 people), 
including some of the surrounding hamlets. Komunalno zavidovici 
started construction of the new system, connecting existing town 
water supply to the local network. Part of the work (pipeline and 
pumping tank) is complete, while 1300 m of pipeline and two 
pumping stations remain unfinished. 

Budget: 

Pipes, ON 225 1=180 m @$30/m 
Pipes, ON 110 1=1500 m @ $6/m 
Pump, q=20 l/sec at H=l76 m head, 2Nos. P=25 
Various fittings 
Construction material for buildings 
Subtotal for material and equipment 
Contingency (30 %) 
Total 
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5, 400. 
9,000. 

kW @$240/kW 12,000. 
8,000. 

13,200. 
$57,200. 

10,000. 
44,000. 
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ZEPCE 

• General Situation: 55% of the municipality is under ARBiH and 
45% HVO. 

•Pre-war population (1991 Census): 

• Pre-war ethnic composition: Croat 
Bosniac 
Serb 
Other 

• Estimated post-war population: 39,395 

22,840 

9 I 081 ( 3 9 o 8) 
10,780 (47.2%) 

2 I 2 8 9· ( 10 • 0 % ) 
690 (3.0%) 

• Estimated post-war ethnic composition: 50% Croat; 49% Bosniac; 
1% Serb 

• Estimated# DPs in municipality: 17,000 

• Origin of these DPs: Zepce (Croat); Teslic (Bosniac) 

• Estimated # DPs departed: No information available 

• Destination of these DPs: No information available 

• # and party of elected rep.s on 1990 municipal assembly: 46. 17 
HDZ, 16 SDA, 4 SDS, 3 Reformist, 4 SDP, 1 Democratic Union of 
Zepce, 1 Youth Party 

• Current political party composition in municipality: No 
information available 

• Status of interim municipal assembly: No progress to date 

• Number of Schools: 
Primary 
Secondary 

• Health facilities: 

HVO side 
4 
1 

1 

ARBiH side 
4 
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ZEPCE MUNICIPALITY 
MINUTES OF TECHNICAL TEAM, FRIDAY,3 FEBRUARY 1995. 

Mladen Sovie 
Droienka Rados 
Nikica Diambo 
Tadija Saplekovic 
Varlo Krenenjas 
Josip Augustinovic 

WATER 

Director of Health Centre 
Education and culture 
Director of Utility Company 
Electro Supply 
PTT 

The water supply system supplying the city of Zepce is in bad 
condition due to old network, war damage and neglected general 
maintenance. The system is supplied from two sources; one shallow 
well with yield 16 l/sec. and one surface source with yield 16 
l/sec. Before connection to gravity network the water is led 
through water tanks (80 m3 and 250 m3). Leakage on the network 
was reported to 50% (20% war damages and 30% due to lack of 
maintenance). Before the war a new water project was planned and 
implementation was in process when the war started. Some 2.5 km 
of the new pipeline and 2x 250 m3 water tanks were completed. The 
new water source is RAVNA river.with proposed flow rate 30 l/sec. 
plus additional supply from existing spring 5 l/sec., total 35 
l/sec. River catchment/intake, pressure reduction tank, remaining 
pipeline of total 11 km and purification plant remain to be 
constructed. The water source is on BiH controlled area. 
There are seven villages without water, among them is Novi Seher 

The water department needs chlorine for purification of water and 
chlorinators in areas supplying schools, hospitals etc. Chlorine 
could be purchased from Tuzla, but no action has been taken. The 
municipality is working on a system to charge consumers for 
municipal services. 

GARBAGE 
The pre-war system is not operating due to damage and lack of 
maintenance. At present only one old garbage truck is operating. 
The landfill site is temporary and close to the Bosna river. A 
new site is proposed 3-4 km outside town and the municipality is 
negotiating with UNPROFOR to assist clearing the site. 

SEWERAGE 
There is no proper sewerage main in the city. More than 24 
individual outlets were reported channelled into the Bosna river 
from city areas due to collapsing pipes. Ideas, but no design or 
proposal for upgrading network/constructing purification plant. 

ELECTRICITY 
The repair of the 35 kV line Zavidovici/Zepce is complete. There 
are no major electrical problems, however the low voltage network 
is old and some war repair is of temporary workmanship. Need 
special vehicle with crane and special tools to do proper repair 
and maintenance. 24 transformers 10/0,4 kV are required. 

CENTRAL HEATING 
Much of the central heating system was destroyed during the war. 
The system is in bad condition, however it served 12,500 m2 of 
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business area, 4,280 m2 of flats and 3,255 m2 of public buildings 
before war using 3,500 t coal/season. At present 10-12 small 
boilers, average age 20 years, is in use to serve the city. The 
main system has been out of service for two seasons. Plan to 
repair the main system and serve the city by autumn-95. 
Cost estimate for repair is reported to OM 500,000. 

PTT 
Pre-war situation; three centrals were operating 

Zepce 3,000 numbers 
Ozinica 800 numbers 
Novi Seher 200 numbers 

During the war the network and central stations were badly 
damaged. The central of Novi Seher was completely destroyed. The 
municipality has given priority to repair of network for the city 
which is connected with link to Croatia. The 30 year old central 
in Ozinica needs spare for repair. Novi Seher is at present 
without teleconnection. Investment for proper service is 
estimated to DM 1.1M. 

HOUSZNG AND SHELTER 
There are no collective Centers in Zepce. Abandoned houses are 
used to accommodate DPs. Approximately 700 houses are war 
damaged in HVO controlled area of which 100 houses are Croat. 
Some 400 war-damaged houses are preserved from further rain and 
winter damage by repairwork on roof construction, sealed with PVC 
sheeting. The reported underdeveloped area of the municipality, 
controlled by ARBiH, is about 60% of the municipality. Total 
population is 15,000 of which 8,000 are DPs. 110 houses are war 
damaged and 40 houses are abandoned. DRC propose to reconstruct 
18 houses (Croat village) in ·Rakovica. No buffer zone areas were 
reported due for repatriation. 
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STRUCTURE OF THE FEDERATION 

The Washington Agreement provides for an integrated government 
known as the Federation of Bosnia and Herzegovina. The 
constitution defines Bosniacs and Croats as "constituent peoples 
(along with others) and citizens of the Republic of Bosnia and 
Herzegovina" (RBH). The territory of the Federation consists of 
all those areas in which Croats and Bosniacs were the majority of 
the population in the 1991 census. This represents about 58% of 
the RBH, and includes areas held by the BSA. Decisions on the 
constitutional status of territories of the RBH with a majority 
Serb population will be made in the course of peace negotiations. 

This note explains the new Federation structure after elections. 
There is currently a complicated procedure to transform existing 
political structures into the Federation framework. This process 
is summarized in the second part of this note. 1 

STRUCTURE OF THE GOVERNMENT OF THE FEDERATXON 

There will be federal, cantonal and municipal governments. The 
Constitution guarantees Bosniac and Croat representation at each 
level. In addition, it provides for proportional representation 
of persons who do not want to belong to either group. 

Division of responsibilities 

Government responsibilities are divided among the three levels: 

* The Federal government will have exclusive responsibility 
for: foreign affairs; national defense; citizenship; 
economic policy, including planning and reconstruction; 
commerce, including customs; finance, including national 
currency, monetary and fiscal policy; international and 
inter-cantonal crime; electronic frequency allocation; 
energy policy; and financing activities of or under the 
aegis of the Federal 9overnment; 

* Both the Federal and Canton governments will have 
responsibilities for: human rights; health; environmental 
policy; communications and transport infrastructure ; social 
welfare policy; im~igration and asylum; tourism; and use of 
natural resources;~ 

1 The structure of the Federation is contained in the Washington Agreement, 
the Constitution, the Vienna Agreements, several Constitutional Amendments, 
various agreements of SDA and HDZ, and rulings of various Federation bodies. 

2 The constitution says these responsibilities "may be exercised jointly or 
separately, or by the Cantons as coordinated by the Federal government". 
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* The Cantons will have all responsibilities not expressly 
granted to the Federal government. In particular, they are 
responsible for: police; education; culture; housing; public 
services; local land use; local business and charitable 
activities; local energy production; radio and television; 
social welfare; Cantonal tourism; and financing of 
activities of or under the aegis of the Cantonal govermnent. 
Nevertheless, each Canton is authorized to delegate or 
confer its responsibilities to Municipalities in its 
territory or to the Federal government; 

* The Municipalities will have "self-rule on local matters". 
Other responsibilities include those delegated or conferred 
by the Canton. Functions concerning education, culture, 
tourism, local business, and charitable organizations, and 
radio and television must be delegated by the Cantons to 
those Municipalities whose majority population is other than 
that of the Canton as a whole. 3 In mixed Cantons, these 
functions will be delegated to a Municipality upon request. 

The Federal qovernment 

The Federal Legislature: 

The legislature is comprised of two Houses. The House of 
Representatives consists of 140 members1 elected for a four-year 
term in a direct, Federation-wide vote. The House of the Peoples 
consists of 30 Bosniac and 30 Croat delegates, as well as "other 
delegates". The number of "other delegates" will be in the same 
relative proportion to the total number of Bosniac and Croat 
delegates as it is in the House of Representatives. Delegates in 
the House of the Peoples will be elected proportionally by all 
the Canton legislatures from their members for a four-year term. 
The number of delegates allocated to each canton will be 
proportional to the population of the Canton. A chairman and 
deputy chairman, who shall not be of the same constituent people, 
will be elected iD each House. 

Decisions of the Legislature will require the approval of both 
Houses. Voting in the House of Representatives will be by simple 
majority. In the House of the Peoples, decisions that concern 
the "vital interests" of any constituent people will require the 
approval of a "double majority" (a majority of the Bosniac 
delegates and a majority of the Croat delegates). All other 
issues will be decided by simple majority. 

3 That is, these functions must be delegated to majority Croat 
Municipalities in majority Bosniac Cantone, and vice versa. 

4 Each voter will vote for a party. Parties receiving at least 5% of the 
total valid votes will be allocated seats according to votes received. 
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The Federal Executive: 

The executive will consist of a President, a Vice-President and a 
Cabinet. The President and Vice-President will be elected by 
majority vote of the two Houses, including a double majority in 
the House of the Peoples. The President and Vice-President, who 
will sarve alternate one-year terms in both functions during a 
four-year period, will not be of the same constituent people. 

The Cabinet will consist of a Prime Minister, Deputy Prime 
Minister, and relevant Ministers and Deputy Ministers. Deputies 
(including the Deputy Prime Minister) will not be from the same 
constituent people as their Minister. The Deputy Prime Minister 
will serve as either Defense or Foreign Minister. At least one
third of all Ministerial posts will be filled by Croats. 

The Federal Judiciary: 

The three Federal Courts will be the Constitutional Court, the 
Supreme Court, and the Human Rights Court. All government organs 
will carry out and assist in implementing judgements and orders 
of all Courts. Court procedure will be established by Federal 
law. Complementary rules may be adopted by cantonal Legislatures 
for the Courts of that Canton and of municipalities therein. 

There will be an equal number of Bosniac and Croat judges on each 
Court of the Federation, with appropriate representation of 
"others". All judges will be nominated by the President, with 
the concurrence of the Vice-President, and will require the 
approval of a majority of the House of Peoples. Initially, they 
will serve five year terms or until they reach age seventy. 

The President of the Supreme Court will oversee a Judicial 
Police, responsible for securing information, ensuring the 
presence of witnesses and the transport of the accused, 
maintaining security and decorum of courtrooms, and carrying out 
court orders. The composition of the Judicial Police will 
reflect the population of the Federation. The Judicial Police 
may be called upon to assist the Ombudsmen. 

The Constitutional Court, comprising nine judges, will resolve 
disputes between Cantons, between Cantons and the Federal 
government, between Municipalities and Cantons or the Federal 
government, and between or within the governments. It will judge 
whether proposed Federal, Cantonal or Municipal laws and 
regulations are in accordance with the Constitution. It will 
also decide upon constitutional questions raised by the Supreme 
Court or the Human Rights Court. 

The Supreme Court will have a minimum of nine judges (the exact 
number to be specified by legislation) and will be the highest 
court of appeal. Its judgements will be final and binding. 
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Initially, the Human Rights Court will consist of three judges: 
one Bosniac, one Croat and one "other". If the Court decides 
more judges are required, the Federal Legislature will provide 
for the appointment of additional judges, maintaining the same 
proportionality. The Court's competence covers all questions 
relating to human rights or fundamental freedoms. 5 It will have 
jurisdiction over cases commenced after January 1, 1991. 

cantonal Governments 

Federation territory is divided into four Bosniac, two Croat, and 
two "mixed" Cantons, each with an executive, legislative and 
judicial branch. Cantonal Legislatures will prepare and approve 
Cantonal Constitutions, consistent with the Federal Constitution. 

The Cantonal Legislature: 

Cantonal Legislatures will consist of one House, comprising a 
number of Legislators determined in proportion to population (but 
not less than thirty nor more than fifty). Legislators will be 
elected in a direct, canton-wide vote for two year terms. 6 

Decisions in Bosniac and Croat cantons will be by simple 
majority. In mixed Cantons, decisions on vital issues will be 
by double majority. Other issues will receive Cantonal debate. 

The Cantonal Executive: 

Cantons will have a President elected by the Cantonal Legislature 
for a two year term. Mixed Cantons will have a President and 
Deputy President elected by double majority of the Legislature, 
not from the same constituent people, who serve alternate one
year terms in both functions during a two-year period. 

The Cantonal government will be organized in accordance with the 
Cantonal Constitution, provided that it reflects the composition 
of the Cantonal population. Its organization should provide 
representation for each constituent people. In mixed Cantons, 
the government will have an equal number of Bosniac and Croat 
representatives, as well as representatives of "others". 

The Cantonal Judiciary: 

Each Canton will have courts with appellate jurisdiction over its 
municipal courts, and original jurisdiction over matters not 
within the competence of these courts. Judges will be nominated 

6 Including Human Rights instruments in the Annex of the Constitution. 

6 Each voter will vote for a party. Parties receiving at least 3% of the 
total valid votes will be allocated seats according to votes received. 
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by the cantonal President and elected by majority vote in the 
Legislature, conditioned on the composition of the judiciary 
representing the composition of the canton. Each Cantonal Court 
will elect its own President. 

Councils of Cantons: 

Croat or Bosniac Cantons may establish Councils of Cantons to 
coordinate policies and activities on matters of common interest, 
and to advise the House of the Peoples. These Councils are 
precluded from military or political arrangements. 

Municipal qovarnments 

The Cantons will comprise municipalities (Opstina) , based on pre
war municipalities. Municipalities will exercise self-rule on 
local matters. Each Municipality will have a statute consistent 
with Federal and Canton Constitutions. Municipal governments 
will have a Governing Council, a Municipal Executive, and Courts. 

Municipal Governing Councils: 

Each municipality will have a Governing Council elected in a 
direct, municipality-wide vote. 7 

The Municipal Executive: 

Each Municipal Governing Council will determine its own executive 
structure, arrange the selection of the Municipal Executive and 
establish rules of procedure. 

The Municipal Judiciary: 

The Canton will establish and fund Municipal Courts which may be 
established in cooperation with other municipalities. They will 
have original jurisdiction over all civil and criminal matters. 8 

Judges will be appointed by the President of the highest cantonal 
Court after consultation with the Municipal Executive. 

New municipalities and the alteration of municipal boundaries: 

The Vienna Agreements say it is possible to reconstitute and/or 
change municipal boundaries where justified interest exists, on 
the basis of unique criteria established according to the 
Constitution. The Agreements mention Usora as an example. 

7 Each voter will vote for a party. Parties will be allocated seats 
according to votes received. 

8 Except to the extent original jurisdiction is assigned to another court 
by the Federal or cantonal Constitution or by any Federal or Cantonal law. 
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In addition, the Vienna Agreements state that a special agreement 
will regulate issues concerning areas not organized as 
municipalities and for which reasons exist to organize them to 
achieve the rights of Chapter V, article 2.2 of the Constitution 
(i.e. functions concerning education, culture, tourism, local 
business and charitable organizations, and radio and television 
have to be delegated by the Canton to municipalities whose 
majority population is other than that of the Canton as a whole). 

Criteria for formation of municipalities or the alteration of 
boundaries will be adopted by the Constitutional Assembly. 

Ombudsmen 

Three ombudsmen (one Bosniac, one Croat and one "other") w i 11 be 
appointed by the Federal legislature according to legislation to 
be adopted at least three years after the Constitution comes into 
being. Until that time, the OSCE will appoint ombudsmen and 
deputies, particularly in municipalities with populations that do 
not reflect the composition of the Canton. Ombudsmen will have 
broad independent power to protect human dignity, rights and 
liberties provided for in the Federal and Cantonal Constitutions 
and in various international human rights instruments. Ombudsmen 
are charged with reversing the consequences of ethnic cleansing. 
They will act by initiating cases in relevant courts. 

TRANSITIONAL FEDERATION ARRANGEMENTS 

After the entry into force of the Constitution, existing 
governmental structures have to be transformed into the 
Federation framework. To facilitate this, a complicated· scheme 
has been devised to form Federal, Cantonal and Municipal 
governments on an interim basis, until elections can be held. 9 

The transitional Federal government 

During the transition, the current Constituent Assembly of the 
RBH will carry out the functions of both the House of 
Representatives and the House of the Peoples. 10 Most issues will 
be decided by majority vote in the Constituent Assembly, but 
matters of vital interest must receive a double majority. 

An Interim President and Vice-President (elected by the 
Constituent Assembly) , an Interim Federal Government and Interim 

9 Until the interim bodies are established, existing administrative 
arrangements will continue (except in Mostar, which will be governed by a 
European Union Administrator for two years) 

10 The constituent Assembly comprises representatives elected in the 1990 
elections whose mandate is still valid. 
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Judges (nominated by the Interim President and Vice-President) 
will carry out the functions of the corresponding permanent 
officials during the transition period. 

The RBH Assembly, Presidency and Government will continue their 
work and retain their powers until a peace agreement is reached 
and implemented for all of Bosnia. 11 Separation of powers is 
provided for between the Presidency and the Government of the 
RBH, and for those state organs whose powers have been vested by 
the Federal Constitution. The government of the RBH, 
restructured in accordance with the Constitution, will also 
assume the functions of the government of the Federation. 
Effectively then, the Republic and the interim Federal government 
appear to co-exist at least until a peace settlement. 

For the transition period, the President of the supreme Court may 
make arrangements with appropriate international bodies to 
perform the functions of the Judicial Police. For the first five 
years after the Constitution comes into force, three of the 
judges of the constitutional Court will be appointed by the 
International Court of Justice (ICJ), after consultation with the 
Federal President and Vice-President. These judges shall be 
foreigners who are not citizens of a neighbouring state. The 
Human Rights Court will operate within the framework of the 
mechanism established by the Council of Europe. 12 Initially, it 
will consist of seven judges, four of whom shall be foreigners 
who are not citizens of a neighbouring state and are appointed by 
the Committee of Ministers of the Council of Europe. 

The transitional cantonal government 

The interim Cantonal Legislative Assembly will consist of five 
members of each Municipal Assembly in the Canton elected by and 
from those members of each such Assembly elected in 1990 whose 
mandate is still valid. The Interim Cantonal Legislatures will 
in turn elect all other transitional organs in accordance with 
the Federal Constitution (i.e. the Interim Canton President, 
Vice-President, government, and Court). 

The transitional municipal governments 

The Constitution says each member of each Municipal Assembly 
elected in 1990 whose mandate is still valid shall elect Interim 
Municipal organs in accordance with the Constitution (an Interim 
Municipal Council, Executive, and Court). Organization of the 
Interim Municipal Council as well as the executive structure and 

11 "Constitutional law on the Amendment of the Constitution of the Republic 
of Bosnia and Herzegovina", adopted 30 June 1994. 

12 Resolution 93(6) of the Committee of Ministers of the Council of Europe. 
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procedures is not specified in the Constitution and is left to 
individual Municipalities to determine. 

The coordination bodies 

Under the Constitution, the interim governmental bodies were to 
be formed shortly after the Constitution came into force. This 
proved unrealistic. In September 1994 the parties agreed to the 
formation of coordination committees at the federal, cantonal and 
municipal levels, and a federal expert team to provide advice. 
The purpose of these Committees is to facilitate and coordinate 
the establishment of Cantonal and Municipal bodies -- they have 
no executive or legislative power. 

Sarajevo and Mostar 

The Constitution will apply in the District of Sarajevo and the 
Municipality of Mostar while these are under international 
administration, except as otherwise decided by the international 
administrator in each city. However, these administrators may 
not derogate from the Constitutional Chapter on Human Rights and 
Fundamental Freedoms. During the period of international 
administr.ation, the President of the Federation will consult with 
such administrators with a view to facilitating the full 
application of the Constitution as soon as the period ends. 
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