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1.  Summary
1

Corruption is rampant in all  spheres of public and political life in Bosnia and Herzegovina 
 (hereafter also referred to as BiH). In Transparency International’s 2004 Corruption Perception 
 Index (CPI), BiH scored 3.1 out of 10 and ranked 82nd on a descending scale of 145 countries 
 reviewed.  


The full version on this report shows how corruption threatens the consolidation of a viable, strong, 
 multi-ethnic state and breeds politicians and institutions unable or unwilling to implement reforms 
 that are crucial for the country’s integration into the European Union and NATO’s Partnership for 
 Peace. Corruption holds back much needed investment and prevents economic growth that would 
 benefit the population at large.  


In BiH, we find that corruption exists in all its facets – bribery, nepotism, embezzlement, diversion 
 of public funds, tax fraud, illegal rent seeking, kick-back schemes etc. The victims of corruption are 
 often the most vulnerable groups: the elderly, the unemployed and other low-income groups, who 
 cannot afford to pay for up-grades of health care services; women, who, through traditional role 
 patterns, are more often exposed to corruption; and minorities, facing a judiciary and administration 
 appointed according to ethnic majority criteria, are denied impartial treatment based on clearly 
 established rules and regulations.  


Petty or administrative corruption is routine. Few decisions in the political, social and judicial 
 sectors are open and transparent. The full version of this report gives a detailed account of the most 
 frequent types of corruption in BiH and the institutions which are most affected. Among them are 
 public utilities, customs, police and other enforcement bodies, judiciary, public sector delivery 
 (herein health, education, business registration process and privatizations). These are very 
 important, as it is here that the citizens meet the state and it is here that faith in the state is lost or 
 won. Unfortunately, evidence point to that more is lost than won at this level. Of even greater 
 concern, however, is the fact  that there is widespread evidence of high-level corruption linking 
 political parties/senior politicians to organized crime.  


  


Political and grand scale corruption has multiple roots. We argue that the pre-war dispensation was 
 not without corruption. The communist past with weak democratic values and institutions, low 
 economic development and non-transparent decision-making created a fertile ground for what was 
 to come. The war in BiH left a vacuum where a corrupt political class emerged. By focusing on 
 ethnic hatred, these elements were able to obscure some of the profit-making motives behind the 
 war. This focus explains the prolongation of the war and the post-war criminalized dispensation. 


The far-reaching, cross-ethnic collusion between political elites and their criminal networks during 
 and after the war leads us to point to greed as a powerful motivation behind much of the most 
 serious political corruption we observe in BiH today.  


       


1 This report exists in two versions. A short paper is produced for those who have less interest in the 
underlying causes of the corruption problem and its manifestations across sectors and institutions. The full 
range of recommendations is included in the short version. The extended version on the other hand gives a 
comprehensive picture of the corruption problem. Part one look into the specifics of corruption in the Bosnian 
context, including the background causes of the problem. It analyzes how these background factors shape 
current patterns and mechanisms of corruption in the most affected sectors. Part two map out the most 
important responses to the problem by the international community and national authorities to date. Part three 
provide recommendations to Sida on possible directions of how best to address corruption in its next Country 
Strategy for Development Co-operation 2006 – 2010.  



(8)The new criminal elite has close ties to the nationalist political parties. And while elites in other 
 transitional countries have taken years to establish, the transition in BiH happened overnight. As 
 opposed to the nomenclature elsewhere, which turned political capital into economic capital, the 
 accumulation of wealth that took place during the war in BiH was very effectively turned into 
 political capital. 


We also point to the complex governmental structures established by the Dayton Peace Agreement 
 (DPA) as being unsuitable for democratic politics and effective government.   While the pre-war 
 Yugoslav public sector had already been highly politicized, the war cemented this into politicization 
 based on the ethnic majority principle.   The result is that Bosnia and Herzegovina is being kept 
 divided along ethnic lines. The public  sector in general and the public administration in particular, 
 provide most of today’s employment in BiH. It is still being manipulated and exploited by the 
 leading nationalist parties. This politicized public sector is in itself corrupt and provides a 
 framework for more corruption to occur.  


The bloated public sector accounts for 54% of the annual GDP - more than in any other European 
 country. The different layers result in confusion over legislation and competencies. They make it 
 difficult for citizens to hold government structures accountable, as there is no clarity on the areas or 
 services for which they are responsible. This facilitates the abuse of office and the diversion of 
 public funds. Government in BiH is therefore not yet rooted in the principles of democratic 
 governance: transparency, accountability to the citizen, stakeholder involvement and consultation in 
 policy making.  


As a result, many ordinary citizens are left under or close to the poverty line. Many Bosnians have 
 found a living in the gray/black economy and through contributions from the Bosnian diaspora. 


Participating in corruption is for many a survival strategy. The situation is made worse by the lack 
 of a sense of responsibility and ownership of Bosnians for their country’s own affairs. This dates 
 back to the pre-war period, and even further. The post-war presence and the invasive policy-making 
 authority of the international community have contributed to a loss of ownership of the Bosnians for 
 the challenges ahead. This remains one of the biggest obstacles to moving BiH forward.  


Unfortunately, we find that the media and the civil society are unable to make a meaningful 
 contribution to better the situation. Their role has been to throw up dust, rather than to disentangle 
 the problem and show the fine line between mismanagement and corruption, and to point to a way 
 forward. There is some evidence that citizens are beginning to recognize the cost of corruption. 


However, trust in the political system and its institutions is so low that few are actively demanding 
 new or cleaner forms of government.   


The Bosnian government elaborated a Medium Term Development Strategy (MTDS or Poverty 
 Reduction Strategy Paper), which was adopted in March 2004 by the Council of Ministers. The 


‘Strategy for Combating Crime and Corruption’ is an integral part of the MTDS; it is complemented 
 by an Anti-Corruption Action Plan. The Strategy is a largely descriptive document, in which the 
 Bosnian authorities commit themselves to legislative, institutional and educational activities. It 
 outlines broader concerns about good governance and repression of corruption through investigation 
 and prosecution, and strengthening the judiciary and law enforcement agencies.  


The reduction of the level of corruption and the severing of links to organized crime should be a top 
priority for all Bosnian authorities in fulfilling their obligation in the MTDS. These are pre-
conditions for BiH’s integration into European and Euro-Atlantic structures. The rhetoric of 
politicians of all parties would suggest that the MTDS and EU accession are high on the agenda, but 
tangible proof of commitment seems to be wanting. Few reforms would have happened without the 



(9)pressure exerted on the Bosnian authorities by the international community. Nor would they have 
 been possible without international funding. Criminal politicians understand that the modernization 
 of the Bosnian state will pose a direct threat to their operations. Political elites have therefore 
 fended off reform by hiding behind nationalist rhetoric and maintaining ethnic voting patterns and 
 segregated institutions.  


The international community, on the other hand, has repeatedly stressed its determination to tackle 
 corruption. There have been some high-profile internationally funded  awareness campaigns. The 
 High Representative has imposed reform initiatives, and removed from office a number of 
 politicians who had been openly exposed as being corrupt. Acknowledging that it is difficult to 
 address corruption in isolation from the wider institutional and structural context in which it occurs, 
 donors have mainly opted to embed corruption concerns into comprehensive sectoral reform efforts.  


Donors have set out an ambitious reform agenda in BiH, and have put in place an advanced 
 legislative and institutional setup compared to many other transitional countries. However, we find 
 that BiH has seen few explicit anti-corruption programs and projects. Reforms have targeted the 
 overall establishment of the rule of law, including the reform, or in  most cases creation, of a 
 national legal framework and the restructuring of the judiciary and enforcement institutions at state, 
 entity and cantonal/district levels. The donor community in BiH has therefore addressed corruption 
 as part of larger governance, economic and judicial reform packages. 


  


These efforts have had limited success. Often, they have focused excessively on passing legislation 
 without paying sufficient attention to subsequent implementation. Public campaigns have not been 
 accompanied by parallel attempts to address the issues they raised (and have perhaps contributed to 
 public cynicism). Most importantly, with few exceptions, the Bosnian authorities have failed to 
 show a real commitment to challenge corruption.  


  


Defining an anti-corruption agenda for the international community in general, and for bilateral 
 donors like Sida in particular, is a challenge under these circumstances. Experience from anti-
 corruption interventions elsewhere suggests that progress cannot be achieved without the  full 
 cooperation of national authorities. The lack of political will described in this report could justify a 
 recommendation not to engage until the circumstances have changed.  


What then is the role of the bilateral donors. 


However, the authors believe that it is essential to address corruption and organized crime in BiH – 
 both in order to minimize the consequences for Europe and to facilitate the countries progress 
 towards Europe. This report therefore suggests a number of possible interventions focused on:  


•  helping the government fulfilling its obligations under the MTDS and the EU pre-
 accession agenda, and spend less effort and resources on participating in a range of 
 other less binding regional initiatives; 


•  expediting the establishment of an independent judicial sector with the resources to 
 tackle the major political and criminal actors; 


•  enforce strict control over the financing of political parties; 


•  grooming a new generation of politicians and civil servants with a genuine commitment 
 to open and transparent government;  


•  contributing to a rationalization of Bosnian government structures, which increases 
 their transparency and accountability;  


•  developing a business sector that will reject the transaction costs of corruption;  



(10)•  reforming the ownership structure of the media, and increasing journalistic integrity and 
 professionalism; 


•  changing the way NGOs interact with citizens, government and the donors: 


•  helping citizens transform their knowledge of the cost of corruption into mature 
political demands. 
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2.  Introduction  


Ten years after the signing of the Dayton Peace Agreement (DPA), and despite a high-profile 
 international presence with wide-ranging powers, and high-levels of international assistance2, 
 corruption in BiH pervades all aspects of life.  


Corruption threatens the consolidation of a viable, strong, multi-ethnic state with politicians and 
 institutions able to implement reforms that are crucial for the country’s integration into the 
 European Union and NATO’s Partnership for Peace and thus consolidates the country’s division 
 along ethnic lines. It holds back much needed investment and prevents economic growth that would 
 benefit the population at large.  


Corruption and poverty go hand in hand. While poverty certainly facilitates corruption, corruption 
 is, more importantly, a root cause for poverty and seriously reduces the impact of any pro-poor 
 reform effort. For donor agencies with poverty reduction at the core of their mission, the present 
 level of poverty  – 19.5% of the population below the poverty line (25% in the RS and 16% in the 
 Federation) and another 30% just above that line, ready to slip with even small declines in income3 - 
 is cause for serious concern.  


The victims of corruption are often the most vulnerable groups: the elderly and other low-income 
 groups, who cannot afford to pay for up-grades of health care services; women, who, through 
 traditional role patterns, are more often exposed to corruption; and minorities, facing a judiciary and 
 administration appointed according to ethnic majority criteria are denied impartial treatment based 
 on clearly established rules and regulations.  


In BiH, we find that corruption exists in all its facets – bribery, nepotism, embezzlement, diversion 
 of public funds, tax fraud, illegal rent seeking, kic k-back schemes etc. Rumors and anecdotal 
 evidence about corruption are in no short supply. This report will highlight concrete examples of the 
 range of corrupt activities and give evidence on the multitude of actors involved. On both 
 dimensions we encounter a more complex situation than researchers normally find when conducting 
 country specific analyses of corruption.  


In this study we are trying to supplement earlier studies of corruption which have used a fixed 
 framework or a set of integrity “pillars” to assess a country’s institutional framework and its efforts 
 against corruption. Our contribution will be to introduce a milieu and set of players which are not 
 treated as central in most anti-corruption studies, namely the covert world of smugglers, war 
 criminals, traffickers and the security establishment. It is these groups that in various ways very 
 often block the reforms that donors are putting forward.  


For the purposes of this report, we define corruption as any transaction between private and public 
 sector actors through which collective goods are illegitimately converted into private -regarding 
 payoffs. From this comes the characteristic of the corrupt state as an 'extractive state', 
 'neopatriomonial state', 'kleptocracy', i.e. the state that steals. This is a useful conceptualisation, but 
 for our purposes it is equally important to have a look at who the “corrupters” are – who offers the 
        


2International assistance to Bosnia and Herzegovina from 1996 to 2003 is estimated to have amounted to over 
 US$ 5 billion See World Bank CAS 2004 at http://www-


wds.worldbank.org/servlet/WDSContentServer/WDSP/IB/2004/08/24/000012009_20040824095015/Rendere
 d/PDF/291960BA.pdf


3Ibid. 



(12)bribe, why and how is it done, and what the advantages to be gained are. This analysis leads us to 
 introduce the notion of “the criminalized state”, a concept which we will try to give credence to in 
 this report. 


  


This study has three parts. Part one will look into the specifics of corruption in the Bosnian context, 
 including the background causes of the problem. It will also analyze how these background factors 
 shape current patterns and mechanisms of corruption in the most affected sectors. Part two will map 
 the most important responses to the problem by the international community and national 
 authorities to date. Extrapolating from this analysis, part three will provide recommendations to 
 Sida on possible directions of how best to address corruption in its next Country Strategy for 
 Development Co-operation 2006 – 2010.  


This is a qualitative, not a quantitative analysis. The prime data for the report is material collected 
 during two field missions, through desk review, through structured questions to relevant 
 stakeholders by e-mail, and from the authors’ prior work experience on anti-corruption 
 programming in BiH and in the wider region. Quantitative data will be used where available; yet, 
 there is a scarcity of such data, and particularly of hard data not based on perceptions. The majority 
 of the data will be coming from Transparency International’s Corruption Perception Surveys and 
 will mainly be used to illustrate points. And while perceptions are important for policy makers, 
 politicians and donors, the authors also caution against and will not draw conclusions from weak 
 perception data4.  



2.1  Sida policy on AC 


Corruption has been identified as a major impediment for reaching Sida’s development goals of 
 poverty reduction, economic development, and the building of constitutionally based democratic 
 societies. Anti-corruption concerns had therefore been defined as one of three strategic priorities for 
 the 2005-2007 period, and shall be streamlined into every aspect of the agency’s operations: 


• within its own organization 


• within projects and programs supported by Sida 


• through strategic activities against corruption in partner countries 


• through participation at the global level and in international cooperation 


This includes the development of country strategies with risk analysis on corruption5. These 
 analyses ought to be sector based and emphasis should be put on the respective country’s 
 administrative system, include considerations on how political competition is financed, and analyze 
 the anti-corruption section of the Poverty Reduction Strategy Paper (PRSP) to seek out the level of 
 political will to fight corruption. Possible interventions should broadly follow Sida’s strategic areas 
 of interest: 


• civil society and media organizations  


• general transparency measures 


• good governance, including public financial management 


• institution building, with an emphasis on the judic ial system 
        


4There is confusion on key concepts like gift giving – should it be included in a definition of corruption and is 
 it damaging. BiH is identified as one of the countries with a strong tradition for gift-giving, and many 
 Bosnians feel that giving gifts is not corruption. In such circumstances those involved and even some 
 observers would point to the positive traits of this practice and its historical significance. We would strongly 
 argue against such cultural relativism as it excuses corrupt practices.  For further reading on perceptions 
 studies see: http://www.tiri.org/documents/boundaries.pdf  


5Sida, Sidas antikorruptionsregel, handledning Avdeling for Policy och Metod.  



(13)This evaluation follows this track and makes suggestions for reform efforts which are broadly 
consistent with Sida’s overall priorities.  
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3.  Corruption in Bosnia and Herzegovina 



3.1 Horizontal Issues – Root Causes and Effects 


In Transparency International’s 2004 Corruption Perception Index (CPI), BiH scored of 3.1 out of 
 10 and ranked 82nd on a descending scale of 145 countries reviewed. To put this result in a regional 
 perspective: in the same CPI, Slovenia ranked 31st with a score of 6; Bulgaria was 54th with a score 
 of 4.1, and Croatia 67th with a score of 3.5. Corruption is perceived to be worse in Macedonia and 
 Serbia, which ranked equal at 97th with a score of 2.7 and in Albania which ranked 108th with a 
 score of 2.5. With a score of 3.1, BiH is just marginally above the threshold score of 3 at or below 
 which corruption is being classified as rampant6.  There is no overall trend indicating that the 
 overall level of corruption is going either direction. And if BiH had improved in the rankings that 
 still could simply be down to the problem gotten worse in other places. On the pattern of corruption 
 and its regional distribution the perceptions study indicate that some forms are getting better in the 
 RS, while at the same time dramatically worsening in the Federation, and vice versa  


The CPI also broke perceptions of corruption down into the 10 most corrupt sectors. These were in 
 descending order: 1. political parties, 2. the customs administration, 3. the police, 4. the judiciary, 5. 


state-owned companies, 6. the BiH presidency, 7. municipal administrations, 8. private companies, 
 9. the health care system, 10. the FBiH/RS governments7.  


International experts estimate that losses to the state budget as a result of corruption are at US$ 1 
 billion (1, 5 billion KM) annually8. Bosnian citizens perceive corruption to be the second biggest 
 problem facing the country9. And while respondents make the link between poverty and corruption, 
 they make it often in reverse order: corruption is by many seen as  a result of poverty, not 
 necessarily as the cause of it10. While we accept that poverty has an impact on the levels of petty 
 corruption, the root causes to the present high levels of grand corruption should be sought 
 elsewhere. In this section we seek to reconstruct the different historical dynamics which have led 
 BiH to its current corruption levels, and indicate what its present day manifestations are.    


The Legacy of the Yugoslav State - The Building Blocks of a Corrupt System 


The Yugoslav state was not  without administrative corruption before the war. Ordinary citizens 
 would regularly solicit corrupt transactions in order to speed up the workings of a bureaucracy 
 which had few incentives for efficient operations. Still, it was the command economy, restrictions in 
 trade, scarcity of resources, and ultimately mismanagement, which forced many companies to rely 
 on an ever expanding grey and black market. With it came the rise in corruption of all sorts which 
 ultimately tainted the law-enforcement agencies. Even though the police, military, customs and 
 secret service officials were among aprivileged group, the economic downturn was felt by all. 


Among the involved parties, the intelligence service was most active, as it controlled the smuggling 
        


6See for the Corruption Perception Index and the methodology used 
 www.transparency.org/cpi/2004/cip2004.en.html  


7 Corruption Perception Study Bosnia and Herzegovina 2004; Banja Luka 2004, p. 69.  


8 PDHR Donald Hays at the 1st Anniversary of the Signing of the UN Convention against Corruption, see 
 http://www.ti-bih.org/documents/16-12-2004/Oslobodenje-10.12.04.jpgNobody has precisely estimated the 
 losses at entity and lower levels.


9 The biggest problem is unemployment. See Transparency International 2004 Corruption Perception Study.


10Ibid.



(15)of arms, cigarettes, people, drugs and other goods which produced hard currency for operations 
 abroad. It is also important to note that even during pre-war Yugoslav times the secret police were 
 using thugs and criminals as sub-contractors in running various smuggling schemes and doing other 
 biddings. It is fair to say that opportunity made the thief and all indications are that abuses were 
 more severe by officials in senior positions. 


The Legacy of the War I: The Rise of the Criminalized State 


Many observers describe the war in BiH as fought on ethnic and identity grounds, with animosities 
 perceived as being age-old and stable. In line with Peter Andreas’ work on the Clandestine Political 
 Economy of War and Peace in Bosnia we argue that the focus on ethnic hatred obscures the profit 
 making motives behind the war, its prolongation and the postwar criminalized dispensation11. This 
 is consistent with the far reaching cross ethnic collusion between political elites and their criminal 
 networks during and after the war. Our intention is not to take politics out of the equation, but rather 
 to supplement the picture with considerations of greed.  


The war in the former Yugoslavia came at the time when the former Republics had not yet shed 
 their communist past. The country had weak democratic values and institutions, low economic 
 development and non-transparent decision-making. The Sarajevo government was unprepared for 
 war, both militarily and financially, and had to resort to extraordinary measures to protect the 
 newfound national independence. Bosnian Serbs, on the other hand, had successfully armed in the 
 prewar period with the help of the Yugoslav State Security (SDB). The arms were deployed using 
 the SDS local chapters in 1990 and 1991, and at the outbreak of the war the Serbs were confident 
 that they would win a swift and decisive victory.  


Under great danger of being overrun by the Bosnian Serb Army, the Sarajevo government had to 
 circumvent the embargo regime in order to arm its weak army and security forces in the only way 
 possible  – through the use of established and newly created smuggling channels. The Sarajevo 
 government was also highly dependent on criminal combatants in the early stages of the war to fend 
 off a much better equipped and manned Bosnian Serb army. The smuggling operations were 
 conducted by groups in the army and secret police in cooperation with criminal networks. But the 
 political elites not only subcontracted  the smuggling activities of arms, fuel etc. which were needed 
 for resisting the Bosnian Serb army, but also allowed these groups to engage in purely criminal 
 actives such as the trafficking of women and drugs, looting and war profiteering.  


The defense of Sarajevo gives a telling picture of the situation. The major criminals of the city 
 spearheaded its defense in the early stages of the war, while at the same time running an extensive 
 black market smuggling operation. Later, these elements became less important for defense 
 purposes but carried on the smuggling operations, often in cooperation with Serb networks across 
 the frontlines, an indication that criminal ties transcended ethnic divisions. It is also important to 
 note that as the war developed, BiH got substantial military help and financial assistance from far 
 flung relief agencies (some were fronts for intelligence services in Muslim countries) and 
 experienced an influx of foreign fighters. Some of the 1000 humanitarian aid groups that operated 
 in the city were doubles for smuggling operations. 


Greed and considerations for national survival went hand in hand in the Bosnian war, a legacy that 
 has shaped post-war reconstruction and nation building. Out of the war emerged a criminal elite 
 which had close ties to the nationalist political parties. While elites in other transitional countries 
 had taken years to establish, the transition in BiH happened overnight. And while the nomenclature 
        


11 See: Peter Andreas: The Clandestine Political Economy of War and Peace in Bosnia. In: International 
Studies Quarterly, 2004 No 48. 



(16)elsewhere turned political capital into economic capital, the accumulation of wealth that took place 
 during the war in BiH was very effectively turned into political capital12.  


The emergency measures brought about by the war were not seen as harmful, but rather as 
 legitimate, and the actors involved are seen as heroes and a source of national pride. Party leaders 
 not only tolerated but encouraged and protected those  involved throughout the war, and still do. 


Here we present the CVs of two prominent figures which illustrate how the political class emerged 
 from the lawlessness of the conflict years. 


Ante Jelavic (*1963) founded the Croatian Defence Council (HVO - the army of Croats in BiH), in 1991. From 1995 to 
 2001, he was President of the BiH branch of the Croatian Democratic Union (HDZ). In the meantime, he also held office 
 as the Federation Entity Defence Minister. Jelavic was Chairman of the Presidency from 1999 until 2000. In March 2001, 
 Jelavic  - who had attempted to form a third separate entity on the Croat-majority territories of the Federation  - was 
 dismissed from his position as the Croat member of the tripartite Bosnian presidency and chairman of the HDZ by the 
 High Representative. As of 2003, Jelavic is denied entry to the US13. 


He was involved in a huge financial scandal around Hercegovacka Banka, which was founded in 1997, when Jelavic was 
 Federation Defence Minister. Initially, the Croatian Defence Council was the major shareholder in the bank. Several 
 hundred million dollars are said to have been illegally channelled to the HDZ through the bank. Jelavic himself had been 
 granted large property loans by Hercegovacka Banka. Since 2001, when the prosecution started its investigation, until 
 early 2004, Jelavic testified three times to the Court of BiH in connection with the Hercegovacka Bankascandal. Jelavic 
 was arrested on 23 January 2004 onsuspicion of links to organized crime and was indicted by the State Prosecutor of 
 BiH on 13 May 200414.  


Hasan Cengic (*19 57) was one of the founders of the SDA. During the war, he was allegedly in charge of raising money 
 for the purchase of arms for the Army of Bosnia and Herzegovina; he is also said to have been the power behind the 
 Bosnian Muslim police and to having been in control of all financial donations coming from Islamic countries (mainly 
 Saudi Arabia, Sudan, Pakistan, Brunei and Malaysia) during the war. These donations are said to have been channelled 
 through the Islamic charity ‘Third World Relief Agency’.  


During the war, Cengic became Deputy Defence Minister of the Federation BiHin 1995, and was considered to be 
 the BiH Army’s Logistic Chief. At the insistence of the US administration, Cengic was released from his duties as Deputy 
 Defence Minister in 1996. He remains a senior member of the SDA and MP in the Federation Parliament. As of May 
 2003, Cengic is denied entry to the US15.  


The BiH State Prosecution is investigating against Cengic on charges of abuse of office and illegal arms trade and 
 on suspicions of embezzlement of allegedly at least US$8 million of donations for personal gain, and of misappropriation 
 of humanitarian donations for the purchase of weapons16 . 


These two examples show how fortunes made during the war have been controlled by the 
 criminalized nationalistic political parties. They also point to the fact that embargos introduced in 
 war zones can criminalize the political economy of the conflict and force political leaders to forge 
 strong ties with criminal groups which are difficult to shred in the post-war dispensation. BiH is a 
 prime example of such turn of events, and the often deplored lack of ownership for reforms in BiH 
 is a logical consequence of this situation: Politicians turned criminals will not instigate anti-
 corruption reform which will eliminate their current power base and their illegitimate sources of 
 income.  


       


12 Ibid.


13See Executive Order 13304 by the US President of 28 May 2003at 
 http://www.ustreas.gov/offices/enforcement/ofac/actions/20030529.html  


14 Information compiled on the basis of the following internet publications: 


http://www.tol.cz/look/BRR/article.tpl?Id Language=1&IdPublication=9&NrIssue=1&NrSection=1&NrArticl
 e=11490; http://www.eudelyug.org/en/documents/08-03-2001-patten-jelavic-speeche.htm  


15See Executive Order 13304 by the US President of 28 May 2003 at 
 http://www.ustreas.gov/offices/enforcement/ofac/actions/20030529.html  


16 http://www.beta.co.yu/korupcija/eng/cist2.asp?ci=1159920.  



(17)Politicians in BiH are perceived by the public as holding office in pursuit of short-term personal 
 gains and benefits. Politicians are also aware of how they are perceived by the public. As 
 accountability to the electorate is not a deep-rooted concept, many do not care. This is principally 
 true on the national level. On the local or municipal level  – where politicians are closer to the 
 people – they are keen to point out what distinguishes them from the ruling elite. Most meetings at 
 the local or district level will open with the local politician apologetically introducing himself to an 
 international interlocutor with the sentence: ‘I am not a politician.’ (‘Ja nisam politicar’). The point 
 being that they hold themselves to be decent and non-corrupt. These low public expectations of 
 politicians paradoxically reduce the pressure for change. If politicians are seen as a flawed group, 
 rather than individuals, then the public is less likely to believe that changing individuals will 
 address the problem.  


The Legacy of the War II – the Politicized Public Sector 


During the war, approximately 2 million people – almost half of the population of the country – 
 became refugees or were internally displaced. Specialists and experienced managers often left for 
 abroad, and have not returned to BiH (a brain drain that continues today with 62% of young people 
 estimated wanting to emigrate17). These people’s pre-war posts in the judiciary, enforcement 
 agencies, public administration and executive boards of public utility companies were re-distributed 
 by the nationalist politicians to members of the ethnic majority group, who were often displaced 
 persons themselves. Entire administrative structures were newly created during the war, and 
 appointments to these newly created jobs were made by political allegiances. The pre-war Yugoslav 
 public sector had already been highly politicized. The war now turned this into a politicization 
 based on the ethnic majority principle.  


The public sector, including a powerful, resilient bureaucracy, was pre-war Yugoslavia’s dominant 
 employer. This public sector became decentralized during the war, but remained powerful. The 
 public sector in general and the public administration in particular, provide most of today’s 
 employment in BiH. It is still being manipulated and exploited by the leading nationalist parties. 


This politicized public sector is in itself corrupt and provides a framework for more corruption to 
 occur.  


The Legacy of the War III – Complicated Power-Structure and Fragmented 
 Administration facilitate Corruption 


The Dayton Peace Agreement also sanctioned a complicated power structure, providing for an 
 initially very weak state level government, and two entity level governments, each of which are 
 divided into other sub-layers: in the Federation 10 powerful Cantons ruled by the respective Croat 
 or Bošnjak nationalist parties and in the Republika Srpska 26 opštinas; there is additionally the 
 autonomous District of Brcko with its own administration and jurisdiction.  


  


This bloated public sector accounts for 54% of the annual GDP18 - more than in any other European 
 country. The different layers result in confusion over legislation and competencies. They make it 
 difficult for citizens to hold government structures accountable, as there is no clarity on the areas or 
 services for which they are responsible. This facilitates the abuse of office and the diversion of 
 public funds.  


       


17 Estimate according to UNDP. See http://meero.worldvision.org/issue_details.php?issueID=51.


18 See World Bank CAS 2004 at http://www-


wds.worldbank.org/servlet/WDSContentServer/WDSP/IB/2004/08/24/000012009_20040824095015/Rendere
d/PDF/291960BA.pdf  



(18)The jungle of frequently conflicting legislation and unclear division of competences also contributes 
 to citizens’ distrust of the state. It can create the impression of a corrupt system, even when it often 
 is red tape, bureaucracy and mismanagement that are blocking the delivery of services rather than 
 actual corruption. It also makes for a weak state unable to exercise its authority effectively even 
 when it tries. This creates parallel structures used by citizens as the only way to make things work. 


And these parallel structures are often corrupt and criminal.  


The Legacy of the Yugoslav Bureaucracy - The Lack of Key Concepts of Democratic 
 Governance 


Government in BiH is not yet rooted in the principles of democratic governance: transparency, 
 accountability to the citizen, stakeholder involvement and consultation in policy making. Policies 
 are drafted in absence of any knowledge or evidence about the real situation on the ground. There is 
 no tradition of consulting  – or even informing  – the citizen in the development of policy. The 
 administration thinks it knows what is best for citizens19. As a result, very much like in the pre-war 
 Yugoslav period, the bureaucracy appears to exist largely detached from the society it is supposed 
 to serve, and mainly for itself. 


The concept of accountability has in fact been manipulated to support nationalist policies. 


Politicians routinely explain their (disruptive) actions with reference to what their electorate would 
 or would not accept (e.g. on ICTY). But practical issues such as the regulation  on privatization or 
 public utilities are rarely addressed in this manner or, indeed, exposed to the public. There has been 
 a distortion of the debate. By focusing it on the battle between ethnic groups, politicians are no 
 longer accountable for the legality or the efficiency of the system20.  


And where in-transparent policy making is being confronted by NGO’s, the administration – instead 
 of seizing the opportunity to hear about citizens’ concerns - goes on the defensive. It disputes the 
 rights of anybody outside the administration to criticize it, on the grounds that people do not 
 understand. The government is still far from exercising a pro-active approach to communicate 
 government policies to the public to win its support, mainly, because it does not feel it needs to. 


And this lack of communication and clarity on why certain policies are being adopted perpetuates 
 the impression of an impenetrable, corrupt system. 


Lack of Interest Groups Pressuring for Change 


The lack of a sense of responsibility and ownership of Bosnians for their country’s own affairs dates 
 back to the pre-war period, and even further. It remains one of the biggest obstacles to moving BiH 
 ahead. A functioning democracy needs to be confronted by and accountable to the public, 
 represented through different interest groups pressuring for change. Corrupt politicians need to be 
 ousted by an alert electorate that will refuse to give their votes to the same leaders again, if they feel 
 that their interests are insufficiently represented.  


The international community’s funding has created an extraordinary amount of NGOs. 


Implementing partners for international donors have provided thousands of jobs in the aftermath of 
        


19 See recent report by the European Stability Initiative ‘Governance and Democracy in Bosnia and 
 Herzegovina: Post-Industrial Society and the Authoritarian Temptation’, Berlin-Sarajevo 2004. 


www.esiweb.org  


20 See, for example, the reaction of the Serb member of the Bosnian tripartite presidency, Borislav Paravac, to 
 the restructuring of the Bosnian police in the beginning of 2005. Paravac in his statement predicted 


‘dissatisfaction from citizens’ with the proposals, which aim at establishing a police force sub-ordinated to the 
State-, not the entity level. See Dnevni List, p. 4, 2 January 2005.  



(19)the war, and thereby ensured income to many families. But international funding may also have 
 contributed to slowing down the emergence of a genuine, self-sustaining civil society. Few NGOs 
 that were created in direct response to international funding would be sustainable if the financing 
 was withdrawn. And few NGO’s have lobbied for in digenous causes on their own accord, without 
 being backed by funding.  


The most visible pressure groups that exist in BiH today are possibly the trade unions (advocating 
 worker’s interest, but also the return to or conservation of an unsustainable economic model based 
 on the better days of the pre-war era); the war veterans and widows; and the families of fallen 
 soldiers. Each group is highly politicized and manipulated for nationalist policies, but each has 
 some influence. Probably the most powerful pressure group is the public administration itself: a 
 strong inertial force.  


Yet there are also small signs that give cautious reason for hope. Students in Tuzla are reported to 
 be protesting against the low quality of their education and the corruption in the higher education 
 sector. The ‘Alternative Council of Ministers’ (Alternativno Vijece Ministara) – a kind of shadow 
 government and made up of leading Bosnian intellectuals, artists and academics is now exploring 
 ways to register for the forthcoming elections and thus to directly impact on policy making in BiH 
 today. 



3.2  Types of Corruption in Bosnia and Herzegovina  


This chapter identifies some of the most frequent types of corruption in BiH and the institutions 
 which are most affected.  


Political Parties 


The Dayton Peace Agreement with its multilayered constitutional setup cemented government along 
 ethnic lines. The autonomy provided to the entities gave political parties control over all means 
 necessary to run a well coordinated criminalized economy. This fact questions whether it is correct 
 to call these organizations political parties. On the one hand, they meet the minimalist criteria of 
 being an organized group standing for public office. On the other hand, political platforms seem to 
 be weak or non-existent, representation seems to be geographically limited, the membership base is 
 low, and internal democracy is weak. The parties are close to dormant in-between elections, only to 
 arise in time to attract sufficient votes based on a nationalist agenda. The opposition parties are not 
 perceived to be any better on these parameters, leading to the conclusion that all features of mature 
 political organizations are missing. 


Political parties control state assets, licensing, housing policy (an issue that is of exceptional 
 importance in BiH), appointments to public offices and to management and executive functions of 
 state owned companies, privatization processes, tax collection, public utilities, customs, the security 
 sector etc. Still today, anyone wanting to  move up the social or economic ladder within his or her 
 ethnic group has to have support from one or more of the political parties and the wider networks 
 that support the status quo. This nepotistic system is exceptionally stable even with the high 
 turnover of officials given the interventions of the High Representative.  


According to polls, some 60% of Bosnians perceive that any pre-election contributions to political 
parties should be regarded as corruption, indicating that the population has some way to go to fully 
understand the concept of corruption  – and of political parties and their role and functioning in a 



(20)democracy21. Nonetheless, when the same polls show that political parties are perceived by the 
 public as the most corrupt structures in the country, these perceptions are highly relevant, as the 
 mistrust in political parties and government grows and results in decreased voter turnout at 
 elections. The nepotistic practice of appointments further undermines democracy, as officials are 
 seen to have their primary allegiance to the political parties. The parties on the other hand do not 
 take responsibility for the problems at local level, have no strategies to rectify the problems, and 
 feel no need to communicate with the communities. The situation is even worse in multiethnic 
 areas, as nationalist parties drive a campaign of nationalist exclusiveness whereby governing parties 
 give sub-standard services to these communities22. 


At the formal level, several laws regulate the operations of parties. The Law  on Political 
 Organizations, Law on Party Financing, the Law on Conflict of Interest and the Election Law make 
 up the framework which regulates money in politics, including disclosure rules and spending 
 limitations during elections. The overall framework is sound but implementation is weak and one of 
 the institutions set up to oversee the regularity of the flow of money during elections – the Election 
 Commission  – is seriously understaffed. This would suggest that the funding of political parties 
 needs a serious rethink in the Bosnian context.   


The work of the political parties in Parliament is another problematic area. Nowhere has this been 
 so clearly manifested as in the debacle over the Law on Pardon. 


In September 2004, the Bosnian government and Parliament passed a Law on Pardon for persons convicted or standing 
 trial. The power to give pardon was delegated to the Bosnian Presidency which would have full discretion to pardon 
 anyone, regardless of the crime committed. It did not establish clear  provisions of checks and balances from the judicial 
 branch (i.e. the courts and the Ministries of Justice); nor did it have any provisions that would have made it compulsory 
 that  pardons granted by the chairman of the presidency be made public. The law was passed very quickly, without any 
 objections from MP’s and without the knowing of the International Community. The High Representative even complained 
 that the media failed to report the passage of the law. The first person to be cleared from all charges was MP Munip 
 Jusufovic who had been sentenced to a 10 months prison term. Within a month six pardon requests had reached the 
 Presidency23. High Representative Ashdown used his Bonn powers to impose legislation to invalidate the law and stated 


“Some people are getting increasingly desperate in their pursuit of escape hatches comes as no surprise. That BiH’s 
 democratic institutions should be assisting them is nothing short of scandalous. Today the scandal stops”24.     


The Law on Pardon showed that Bosnian political parties and politicians are very well capable of 
 pushing legislation through  - when it interests and affects them. The Law passed a complex 
 procedure in record time - while other legislation takes months, if not years, to get passed, or has to 
 be imposed by the International Community. 


Public Utilities 


Public utilities provided and provide the perfect opportunity for state plunder.  


In March 2003, the OHR published the results of an international audit into public electricity 
 companies in BiH. The audit found that Elektroprivreda Republike Srpske ‘was losing  KM 166 
 million annually in potential earnings because of mismanagement, conflicts of interest, theft and 
 neglect  – nearly half a million KM a day’.25. The High Representative sacked the director of 
 Elektroprivreda, who had allowed these abuses to happen both in his previous capacity as Minister 
 for Energy of the RS, and once he become an executive of Elektroprivreda in a breach of the Law 
        


21 Corruption Perception Study Bosnia and Herzegovina 2004; Banja Luka 2004, p. 20. 


22 Fadil Šero: Managing Political Parties; UK South East Europe Forum, British Council year? 


23 See Ashdown vs. the Bosnian Presidency, Beta newsagency, Sarajevo 18.12.2004 


24 Internal Sida memo. 


25 http://www.ohr.int/ohr-dept/presso/pressr/default.asp?content_id=29337  



(21)on Conflict of Interest. The terms of his appointment should have prohibited him from taking up 
 any position in a public company so shortly after leaving his ministerial post. In the press release 
 surrounding the publication of the auditors’ reports into the public electricity companies, it was also 
 pointed out that: “The  abuses so damningly set out in the Special Auditors’ report on 
 Elektroprivreda RS can be seen to a greater or lesser extent in all BiH’s major public corporations.  


These abuses explain why the restructuring of ‘strategic companies’ in BiH has been delayed. It is 
 completely unacceptable that the citizens of BiH are paying the price for this, in terms of poor 
 services, high prices, lost public revenue, and millions of KM ending up in the hands of criminals.’26  


There are currently three electricity providers in BiH, essentially providing electricity along the ethnic divide  – the 
 Sarajevo-based Elektroprivreda, the Mostar-based Elektroprivreda and Elektroprivreda Republike Srpske.  


The international audit found that the Sarajevo-based Elektroprivreda’s ‘income would rise by at least 50 Million KM per 
 year if it resolved endemic inefficiencies. The usefulness of the company’s new headquarters building in Sarajevo, which 
 has already cost 15 Million KM, and will cost another 12 to 15 Million KM to complete, is questionable…A…former 
 general manager, Meho Obradovic, is alleged to have funded FC Sarajevo through loans – worth around 1 Million KM in 
 2000, and benefited from an irregular housing loan from Elektroprivreda Sarajevo.’27 The audit also pointed out that 
 there were shortcomings in the credibility of reading of electricity meters. 


For all three audits, there were suggestions that tendering contracts were not following any established or transparent 
 procedures. 


The fact that in December 2004, the High Representative issued an order for special audits to be 
 conducted in six public companies in the Republika Srpska, including the RS Telekom and Postal 
 Services, the RS Forestry company and the electricity supplier Elektroprivreda RS suggests that the 
 situation might not have significantly changed since 2003.  


Privatization  


When the privatization process started in 1997, it was seen as one of the crucial elements for 
 economic recovery and growth, both pre-conditions for the survival of BiH as a state, and, 
 consequently, the success of the Dayton Peace Agreement. Privatization, it was argued, would pave 
 the way to a de-politicized economic life. An active economy would ultimately also lead to 
 increased interaction between the different ethnic communities, and thus further the re-
 establishment of BiH as a multi-ethnic society.  


When approaching the privatization of key state-owned companies, there were broadly two strands 
 of arguments. On the one hand, it was argued28 that state-owned enterprises should be privatized as 
 quickly as possible, regardless of whether institutional structures (such as the existence of an 
 efficient tax-collection system or a functioning banking sector) to underpin the process, or corporate 
 governance capacities to responsibly manage assets existed. As inefficient and often defunct state-
 owned companies contributed to losses to the state budget, the priority had to be to get these 
 companies off the budget as quickly as possible. A second view argued for a more cautious 
 approach, advocating wider institutional and economic reforms before embarking on a large-scale 
 privatization process.  


So far, 65% of Small- and Medium-Size Enterprises (SME’s) in the Federation, and 53% in the RS 
 have been privatized. By contrast, only 32% of the large-scale enterprises in the Federation, and 


       


26 See http://www.ohr.int/ohr-dept/presso/pressr/default.asp?content_id=29337  


27 http://www.ohr.int/ohr-dept/presso/pressr/default.asp?content_id=29337  


28 Primarily by USAID.



(22)22%29 of those in the Republika Srpska have been privatized. These account for 6.8% and 19% of 
 the total capital of large scale enterprises in the Federation and the RS, respectively. This leads to 
 the conclusion that there is still no genuine political support from the Bosnian leadership to move 
 the privatization process forward. This is most likely because privatization of these assets would 
 deprive them of the control and opportunities for siphoning off funds for their own  benefit. At its 
 current pace, the privatization process remains one of the biggest obstacles to the economic 
 recovery of the country.  


The regular reports of the Federation Privatization Agency (Upravni Odbor Agencije za Privatizaciju u Federaciju BiH) 
 openly point to the problems in the privatization process. For example, its report of the 22 June 2004 session of the 
 Executive Board says that: 


‘… the responsible ministries have done very little in definition of particular regulations on inflowing of private capital 
 and on the way how to manage this sector. Also, it refers to determination of responsibility in development and managing 
 of infrastructure. Some problems relating to preparing of privatization would have been already solved if the obstacles 
 which slowed down the process, on which the Agency drew the attention, had been removed. It is obvious that we are far 
 away of any privatization arrangement in this Sector. (The eventual exception may be telecom companies). The future 
 engagement of the Agency may be established only if the responsible ministries and the Government FBiH activities are 
 included in order to create indispensable conditions to inflow a private capital in this sector.’  


The sectors affected are the electro-energy, water, forestry, gas and telecommunications sector. - The same report points 
 out that a number of previous tenders had to be revoked due to parties filing complaints about irregularities in the 
 procedures to the Supreme Court. In the case of the privatization of the company NATRON Maglaj, the report even 
 acknowledges flaws in the procedure as it states: 


‘It may be noted that this procedure is not transparent.’30


This situation is further complicated by the fact that the very same people that currently control 
 assets are also the ones that are actually in a position to participate in the bidding process for 
 companies that promise to do well on the market, since they alone have sufficient economic power 
 – accumulated during the war – to do so. This leads to a situation where, theoretically, they are in a 
 position to sell assets that they currently control to themselves, thereby consolidating and legalizing 
 their economic power and influence.  


The formal responsibility for privatization lies at the entity level with the Republika Srpska Agency for Privatization and 
 Development and the Federation Privatization Agency. I.e., there is no single, State-wide privatization agency. In the 
 Federation, there are additionally 10 privatization agencies at the cantonal level which are charged with privatizing 
 enterprises located in their respective cantons, which in turn are held by the respective nationalist parties. In other words, 
 privatization so far has taken place along ethnic lines.  


However, as the box above shows, the institutional arrangements are such that the agencies’ work largely depends on the 
 regulatory work of the line ministries, leaving them often in a state of limbo, while at the same time causing substantial 
 costs. According to the weekly DANI, by September 2004, the income of the Federation Privatization Agency had been 
 KM 183.525,63, out of a forecast of KM 2.5 Million, or the equivalent of 7% of projected intake. At the same time, the 
 agency had expenditures of KM 1.58 Million, or 8 times more than its intakes31.  


Where privatization has taken place, it was indeed tainted by allegations of corruption. A major 
 problem is that managers provided the documentation needed for the privatization, crucially 
 including estimates of the worth of the company. But these managers were also themselves entitled 
 to participate in the bidding process – a clear conflict of interest. In a number of cases, this led to 
        


29 See WB CAS 2004 at http://www-


wds.worldbank.org/servlet/WDSContentServer/WDSP/IB/2004/08/24/000012009_20040824095015/Rendere
 d/PDF/291960BA.pdf  


30 Quoted from the FBiH Privatization agency’s English translation of the report at 
 http://www.apf.com.ba/info/izvj/1/?cid=364,1,1  


31 DANI magazine, 24 September 2004, p. 7 



(23)companies being sold under value to former managers and shareholders, thus depriving the state 
 budget of necessary revenues.  


When BiH opted for a voucher privatization, it was intended that this would rapidly transfer state-
 owned into privately owned property. It was also thought that it would reduce citizens’ claims32 to 
 the state, by transforming those claims into vouchers that could be used to buy socially-owned 
 apartments33 or shares in enterprises to be privatized. The issuing of vouchers was a severely corrupt 
 process in at least two ways. Firstly, authorities of all three sides adopted an arbitrary approach to 
 who was entitled to these vouchers, favoring certain groups specifically loyal to the nationalist 
 leadership (such as war veterans, families of fallen soldiers etc.). As a result, a disproportionately 
 high percentage of vouchers was issued to the respective ethnic majority group, which could be 
 seen as an attempt to artificially increase this majority group’s share in a given company in order to 
 avoid another ethnic group gaining control over companies 34.   


Secondly, the issuing of a massive amount of vouchers  – largely over-inflated in nominal value 
 compared to their real market value – created a market for trading in these vouchers. Those who had 
 money and who had insider knowledge, i.e. again members of the nationalist elites, ‘bought’ these 
 vouchers from poor citizens for a fraction of their face values35. This, in turn, provided them with 
 the opportunity to use these certificates in the privatization of enterprises at their full face value.  


This was, for example, the case in the sale of the Holiday Inn, where the tender offer of KM 5 Million was supplemented 
 by KM 10 Million worth of vouchers that had been bought cheaply from citizens36 . 


There has also been widespread criticism of the ineptness of the Privatization Agencies overseeing 
 the regularity of the tender procedures and compliance with the privatization contracts, which 
 stipulate, for example, provisions on staff etc. As these obligations seem to have been 
 systematically violated, and as more and more details of corruption in the privatization emerge, 
 demands for a revision of the process have become louder. For example, the Federation trade unions 
 are putting pressure on the House of Peoples of the Federation Parliament to adopt a law on the 
 revision of privatization, which has been with that chamber for consideration since May 2003. For 
 the trade unions, a revision is a pre-condition for instilling some trust in the institutions and the rule 
 of law.37. 


There is wide-spread skepticism as to the usefulness of such a revision. Firstly, it is argued that 
 revie wing awarded contracts would deter potential foreign investors, who would be less likely to 
 participate in any future tenders if there was a danger that any such a deal could be revoked at a 
 later stage. Secondly, there is doubt about how realistic the conduct of a review really could be, 
 given the costliness of such an undertaking, and that such a review would be the responsibility of 
 the same institutions that were in charge of overseeing the compliance with the existing rules in the 
 first place. There is also concern over the capacity of the courts and the state prosecution to deal 
        


32 Such claims might have been originating in frozen foreign currency accounts, wage arrears etc. 


33 In the Federation.  


34 See Timothy Donais: The Politics of Privatization in Post-Dayton BiH. In: Southeast European Politics, 
 June 2002, Vol. III, No. 1, pp. 3-19.  


35 Both Donais (previous footnote) and other sources say for as little as 3% of their nominal value (see Mass 
 Privatization in Bosnia and Herzegovina, AIM Sarajevo, 16 December 2000: 


http://www.aimpress.ch/dyn/trae/archive/data/200012/01230-002-trae-sar.htm)  


36 See Timothy Donais: The Politics of Privatization in Post-Dayton Bosnia. In: Southeast European Politics, 
 June 2002, Vol. III, No. 1, pp. 3-19. and 


http://www.tiri.org/documents/press_releases/20_jan_05/PWR_BosniaHerz_Devine.pdf  


37 See  http://www.beta.co.yu/korupcija/cist2.asp?ci=1139033: ‘Sevda protiv Vjetrenjaca’ (‘Sevda against 
Windmills’) 



(24)with such cases, partly because there is a lack of competence for this type of cases. And a revision 
 of the privatization process would not be able to address the fact that a substantial amount of assets 
 and enterprises had de-facto been privatized already before the privatization process officially 
 started.  


There is, however, a consensus that wherever irregularities have taken place, investigations should 
 be carried out. Substantial financial fines could be applied to companies that have been found to 
 violate the rules. Also, special taxation and substantive penalties could be applied to those who have 
 not fulfilled provisions in the privatization contract and who have won those contracts on 
 speculations. Yet, the major challenge would seem to be, as elsewhere, the effective enforcement of 
 such sanctions and penalties38.  


Corruption in the Customs 


According to Transparency International’s 2004 Corruption Perception Study of BiH, respondents 
 ranked the customs administration as the second most corrupt institution in the country (after 
 political parties).  


Appointments in the customs service - as indeed in all financial services – until now ranged among 
 the most lucrative jobs, as they were essentially controlling cash transactions. Appointments are 
 said to have been made along strict political allegiances, with the appointee ‘reimbursing’ his 
 appointer in different ways, either through an up-front payment upon appointment, the costs of 
 which would be ‘recuperated’ through extorting illegal payments at the border, or through an 
 agreement with his political master on a monthly ‘share’ of the cash taken in. Corruption in the 
 customs has been widespread in both entities, although maybe more ‘efficiently’ organized in the 
 RS, with a stronger connection between the Border Crossing Points and the political leadership. 


       


38 See  http://www.beta.co.yu/korupcija/cist2.asp?ci=1139033: ‘Sevda protiv Vjetrenjaca’ (‘Sevda against 
Windmills’). 
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