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(i) Situation Report 
 
Over the past two decades Bosnia & Herzegovina (BiH) has emerged from an era of bloody 
conflict and stagnated into a period of cold peace1. 
 
After the country’s declaration of independence in early 1992, Bosnian Serbs supported by the 
Serbian government led forces into BiH to claim territory from Bosnia’s Muslim Bosniak 
majority. Croatia initially allied with the Bosniaks in defense of Bosnia’s Catholic Croat 
minority, but eventually turned in its own bid for territory.  In December 1995 the Dayton Peace 
Agreement (DPA) was signed, ending the conflict in military stalemate and leading to the 
internal partition of BiH into two entities. More than 100,000 people were killed1, including the 
ethnic cleansing genocide of Muslim Bosniak and Croat populations, between 20,000 to 50,000 
women were raped2, and over half of BiH’s population left the country1. 
 
Today, though peace and security are largely established, and the visible scars of war have 
healed, the legacy of ethnic conflict remains. The DPA has arguably hardened ethnic cleavages 
and further confused national identity in its definition of the state as two entities of three 
demarcated constituents, namely the Bosniaks, Croats and Serbs. Constituent representation 
across BiH’s complex and multi-hierarchical political structure has entrenched a culture of zero-
sum politics; stymying important legislature, extending bureaucracy and ingraining corruption.       
 
Economic malaise also lingers from BiH’s lack of political maturity. In 2008 the country signed 
the Stabilisation and Association Agreement (SAA) with the European Union (EU) in its 
endeavor to qualify for EU membership. Progress toward accession has been slow and recently 
marred by the 2014 ‘Bosnian Spring’ riots, in which civilians took to the street in protest of high 
unemployment (27.5%), political corruption and a generally dysfunctional state3.  
 
While BiH’s first decade of rehabilitation rebuilt the country’s physical and state infrastructure, 
progress in the second decade has been largely stationary. Deep-rooted ethnic division combined 
with misguided international intervention and weak domestic management has finally caught up 
with the country’s post-war recovery.  
 
(ii) External and Internal Policy Responses 
 
International and domestic intervention in post-war BiH can be considered from the perspective 
of four waves of policy movement. 
 
1.Rapid rebuilding, passive peacekeeping 
Following the DPA, the North Atlantic Treaty Organisation (NATO) deployed a 60,000 strong 
Implementation Force (IFOR) in BiH1. It was mandated to enforce and stabilize the peace 
agreement until the end of 1996. Simultaneously, billions of dollars in aid flowed into the 
country.  The World Bank (WB), EU, and European Bank for Reconstruction and Development 
(EBRD) pledged $5.1 billion between 1996 and 19994. More broadly, foreign aid was estimated 
at $9 billion per annum over 90’s recovery period1.  With the WB’s coordination, including 
emergency projects for the International Development Association (IDA) and on-the-ground 
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Project Management Units (PMUs), the funds were quickly allocated and put to use. Aid was 
largely used toward repairing infrastructure, housing, schools and hospitals, and to provide for 
war victims and demobilized soldiers4.  While the physical blight of BiH’s war was being rapidly 
restored, in fact it was mostly completed to pre-war levels by 2000, IFOR maintained a relatively 
passive policing stance to the end of its tenure.  
 
2. Assertive peacekeeping, civilian focus 
In late 90s the role of international intervention transitioned from peace oversight to protectorate. 
The IFOR was replaced by the 30,000 strong Stabilization Force (SFOR) in December 19961, 
and was mandated to support the development of BiH’s civilian organisations, to consolidate 
longer-term peace. Accordingly, in 1997 the Peace Implementation Council (PIC) granted the 
Office of the High Representative (OHR) authority to impose laws and sack politicians who 
hindered the implementation of the DPA – a power the various OHRs employed. This period 
marked a greater focus of the international effort on building state capacity in BiH, leading to 
breakthroughs in the imposition of a common currency, refugee return and advances in the 
freedom of movement5. 
 
3. International retrenchment, building state capacity 
BiH experienced a gradual withdrawal of international organisations from 2000, with the OHR 
focusing on incorporating BiH’s NGOs into the recovery process as a means to address the 
hitherto top-down policy approach. Paddy Ashdown the 4th OHR, appointed in 2002, focused on 
the rule of law, economic liberalization and government restructuring to formerly end 
international involvement in the peace building process by raising the capacity for statehood and 
membership to the EU. This included the 2002 Bulldozer Initiative to ‘clean’ the business 
environment for free market forces. More broadly, in 2005 the PIC began inferring greater 
responsibilities to Bosnian authorities to phase out the post-war protectorate. 
 
4. The EU and peace building 
Policy over the last decade has focused on constitutional reform, to address BiH’s deeply ethnic 
politics as well as to integrate BiH into the guardianship of Europe. However attempts at 
constitutional reform failed in 2006, and again in 2009. Alongside constitutional stalemate the 
International Criminal Tribunal for the Former Yugoslavia (ICTY) began trialing former 
Bosnian Serb leaders, Ratko Mladic and Radovan Karadzic, for war crimes, following their 
capture. In 2011 the EU strengthened its presence in the country by bestowing strong use of EU 
incentives through the European Special Representative (EUSR) to catalyze progress on BiH’s 
SAA and the PIC’s 5+2 agenda which conditioned external presence in the country on progress 
in areas such as fiscal sustainability and the definition of property rights.  
 
(iii) Successes and Failures 
 
The rapid restoration of BiH’s productive capacity and urban infrastructure in the immediate 
aftermath of the war was the major success story of the reconstruction effort. However, it has 
been overshadowed by the inability to soften the ethnic cleavages that precipitated the conflict in 
the first place. For many, this failure is rooted in the nature of the international intervention, the 
blurred transition of responsibility between external and internal actors, and the underlying 
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principles of the DPA - and is the reason for BiH’s plateaued performance in the second decade 
of its recovery.  
 
Beyond the divisive language in the DPA, which necessitated a quota-based system of ethnic 
representation among the three constituents in polity, aid and early interventions are also partly 
responsible for reinforcing and failing to address ethnic boundaries:  
 
- By 2007 BiH’s Gross Domestic Product (GDP) had already reached 80% of its pre-war levels1, 
largely down to the rapid aid effort.  However with billions of foreign money entering the 
country, some was siphoned into the hands of criminal groups as well as nationalist political 
elites, who were able to utilize funds for patronage.  In addition, the disparate allocation of aid to 
Republika Srpska (RS), the Serbian dominant entity, fuelled division between it and the 
Federation of BiH.  
- The initially passive policing by IFOR forces, which focused on enforcing the partition of the 
country, paid little attention to human rights and placating the population. In fact, in the early 
months, Bosnian nationalist were largely able to continue achieving ethnic cleansing as many left 
the country in the aftermath of the DPA, lacking confidence in the recovery effort, and as forces 
were reluctant to resettle refugees1.  The hands off, and largely top-down approach, failed to 
improve communication or ties between former combatants, and merely emphasized ethnic 
insecurity and mistrust. This inability to pacify ethnic tension early on created a significant 
obstacle for creating a sense of ‘stateness’ in BiH today.   
 
A significant international presence was needed to implement reforms, given the lack of 
ethnically neutral domestic institutions. The flawed synergy between external and internal 
players weakened BiH’s state capacity: 
 
- When external control of the recovery increased in 1997 it created a culture of dependency, 
failing to successfully integrate and transition in domestic actors, and in the process it 
undermined domestic capacity absent external support6. The saturation of international assistance 
effectively competed with the local public sector, not only for services offered but also for the 
few remaining skilled labor. As the international projects attempted to absorb domestic agents, 
and achieve transition, many ground-level NGOs merely became reliant on their international 
donors for finance and guidance too1.  
- Subsequently, the country’s economic and political infrastructure was insufficiently mature to 
manage the transition from public capital flows to private ones, when the gradual withdrawal of 
international agencies in the early 2000s coincided with privatization policy and the increased 
role of free market forces.  The rushed transition and poor handover led to the partial capture of 
the private sector by state players for corrupt ends. This shrouded BiH’s free market in nepotism, 
bribery and elite capture thereby ring-fencing its potentially positive reach6.  
 
The reconstruction effort was successful in healing the surface level ailments of war, as well as 
avoiding the returning outbreak of violence. That said, today BiH grapples with the more 
underlying legacies of the conflict and international intervention. Ethnic and political division 
combined with corruption, means that BiH remains ill-prepared to responsibly guide its own 
future. 
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A more detailed and evidenced description of the post-war reconstruction effort in BiH is 
provided in governance heat map (Appendix 1):  
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Appendix 1: Governance Heat Map(a) 
(a) Darker shades denote weaker governance conditions 

 1995 2000 2005 2010 
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Establishment of disaster prevention 
and response capabilities;  

    

Regulation and enabling of the 
market;  

    

Establishment of citizenship 
participation, rights and solidarity; 

    

Providing for transitional justice 
mechanisms.  

    

Tejus Parikh
Peace has largely been established in BiH through the presence of international forces. Yet while external policing has wound down, from IFOR’s 60,000 strong troops to EUFOR’s 900, as at 2012, the EU Police Mission continues to hit obstacles in its attempt to train and transfer power to the Bosnian Police Force. BiH remains vulnerable to drugs and human trafficking, petty criminal groups and mafia networks.

Tejus Parikh
BiH inherited weak financial management institutions from Yugoslav rule, and with the help of international institutions such as the WB which approved  public finance structural adjustment credit  in 1998, it has made important progress. Reform including external audits and an automated treasury system has improved budget execution and cash management.  Fiscal policy remains contentious along regional lines, corruption is also suspected, and more recently BiH has faced fiscal challenges exacerbated by declining revenues, and a concentration of spending in non growth areas.

Tejus Parikh
Though there have been attempts to privatize sectors to achieve a more efficient resource allocation, the government maintains large shares in many privatised firms covering energy, telecommuinications, infrastructure, banking and forestry, such that indirectly or otherwise, the assets of BiH are largely in control of the government or elites via patronage systems.  An EU funded study showed that a quarter of citizens surveyed felt that state authorities tolerate ‘anarchy’ in the natural resources sector, and exercise control over companies operating in the sector.

Tejus Parikh
30-40% of BiH’s hospitals were destroyed , 70% of schools were either damaged or relinquished for ulterior purposes and the war led to significant ‘brain-drain’ through out-migration. While health and education institutions are largely restored, they lack skilled individuals and adequate facilities, with domestic investment clogged up in internal bureaucracy.  Furthermore the troubling ‘two schools under one roof’ school policy has emerged, where children from different ethnicities are taught separate curricula. BiH’s Human Development Index remains below the EU average.

Tejus Parikh
In the aftermath of conflict, damage to BiH’s road, rail and bridge networks was estimated at $1bn. Sarajevo’s international airport was also destroyed, and electricity-generating capacity declined by 80%. Funding and support particularly from EBRD and USAID helped to restore BiH’s infrastructure networks by 2000.  Though remaining intact, conflicting local interests and divided regions remain a threat to the sustainability of the country’s networks.

Tejus Parikh
BiH inherited a weak legal framework from the Yugoslav system. With the power of law multilayered across state, entity and canton the legal ststem is heavily bureaucratic and not entirely transparent. Indeed it is ethnic discrimination in BiH’s constitutional law that is hindering its accession to the EU. More generally weak law enforcement may destablize the rule of law.

Tejus Parikh
Relations with Croatia, Montenegro and Serbia have largely been stable since the DPA. The biggest blight remains on BiH slow accession into the EU, a process which began in 2003.  The country also signed trade agreements with much of south and eastern Europe over the mid 2000s.  Although the country has opened to foreign investment, FDI remains subdued due to the difficulty of doing business in BiH. 

Tejus Parikh
Severe flooding in 2014 exposed BiH’s lack of resources and weak administrative infrastructure. It again became reliant on the efforts of the EU, international and NGO community. Local citizens lamented their governments weak and slow response to the disaster, though the evacuation effort of the Bosnian army was praised. The flooding also exposed unexploded mines and buried ordnance, unearthing unresolved remnants from the war.

Tejus Parikh
The push toward a regulated private sector in BiH’s second decade of recovery has been fraught with issues of corruption. In the WB’s Doing Business ranking BiH ranks one of the lowest countries in areas such as ‘starting a business’ and ‘dealing with construction permits’.  Most officials are able to circumvent any regulation, and capture rents from the private sector to meet their own ends. 

Tejus Parikh
Ethnic cleavages remain salient in BiH. However there has been the notable emergence of small social organisations that aim for universally equal rights. While events such as the 2014 floods and riots have shown examples of solidarity in anger against a corrupt and inept government, there  remains an overlying rejection of civic state among Serbs and Croats. More broadly while participation and broader rights exist, its efficacy is largely limited by BiH’s poor governance otherwise. As a result  voter turn-out until recently had been weak. 

Tejus Parikh
Despite the early reticence to accept returning war refugees over concerns for stability, in 2000 the Property Law Implementation Plan promoted respect for property rights and justice, paving the way for property repossession.  Data to 2007 estimated that over 1 million displaced peoples had returned to their pre-war homes.  However there are concerns over the sustainability of the return, including the potential for radicalization among disillusioned refugees, returning as minorities or in poverty.  War crimes also continue to be investigated including the trial and sentencing of suspected war criminals.


