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Introduction

The Report Progress towards the Realisation of Millennium Development Goals (MDG) -in Bosnia
and Herzegovina - 2013 is a follow up to the progress report created in 2010 and has been
prepared by the Ministry of Finance and Treasury of BiH, Sector for Coordination of International
Economic Aid, and the United Nations in BiH.

Numerous documents and analyses of BiH institutions and international organisations have been
used in the preparation of this report; in particular analyses conducted by the World Bank and
UN agencies. Numerous contributions as well as comments on the draft report from government,
the NGO sector and UN agencies have been incorporated into the document so that it provides a
solid overview of the status of many of the development issues that the country faces; therefore
allowing for regional and global development comparison as seen through the lens of global MDG.

The MDG indicators and targets for BiH were identified during the creation of the 2003 UNDP
National Human Development Report ‘Millennium Development Goals in BiH; while additional
targets were elaborated during the production of the 2010 MDG Progress Report. In this 2013
edition of the MDG Progress Report, progress in relation to the MDG indicators since the 2000/2001
baseline have been incorporated for 2007 (link to the Poverty Reduction Strategy Paper/PRSP),
2009/2010 and the most recently available data for 2011/2012 and 2013. This allows for the
adequate identification of trends against the targets set to be achieved by the end of 2015.

Along with the universal MDG indicators additional indicators specific to BiH have also been
defined and monitored. As some of the universal indicators are not particularly relevant for BiH this
report also elaborated on problems stated in the Millennium Declaration that are directly covered
through the MDG but which are of particular relevance to Bosnia and Herzegovina such as social
inclusion within MDG1, refugees and internally displaced persons. In situations where there was a
lack of certain official data for BiH, respected international sources and estimates were used.

Most recent population census in Bosnia and Herzegovina was conducted in October 2013.
Census data are being processed and will be officialy available in 2014. Previous census was
conducted before the war, in 1991. Lack of a population census for over 20 years limited policy
planning and the accuracy of social policy creation (targeting), which was based for this long
period of time on population estimates. Monitoring of demographic trends, poverty and social
indicators without census data was both complex and difficult.

Indicators for each of the MDG and the level of progress towards their achievement are analysed
within individual chapters pertaining to each of the MDG. Details on the level of progress for each
indicator are presented through the traffic light colour system through which the flollowing colours
were assigned: green/yellow/orange/red. Green designates an achieved indicator target whereas
red indicates that the indicator target will not be met by 2015. In addition to a table provided at the
beginning of each MDG chapter containing the respective indicators for that MDG, complete MDG/
indicators table with information on sources, the methodology and other notes, is provided in
Annex 1 of this report. A review of MDG unfinished business in BiH as well as the post-2015 agenda
is elaborated in the last chapter of this report, which includes key conclusions and messages.

13
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BiH Particularities and MDG

Prior to the 1992-1995 war BiH was a European country with a medium level of development; however,
the war caused immense human and material losses'. During the period of post war reconstruction
BiH received considerable international financial and expert assistance. In the post-war period BiH
went through a triple transition: from war to peace, from international financial aid recipient to
sustainable development and from a planned economy towards a market economy.

Today, BiH is a developing country that belongs to a group of countries with High Human
Development; in the UNDP 2013 Human Development Report, according to the indicators that
constitute the Human Development Index (HDI), BiH is ranked on 81 place. The HDI provides
a comparative measure of quality of life in terms of life expectancy, literacy, education and the
standard of living for countries worldwide. Occupying 81¢ place out of 186 BiH, as captured by
the HDI, lags behind countries in the region: Croatia is ranked 47" ( belonging to the group of
countries with Very High Human Development), Montenegro 52", Serbia 64, Albania 70* and
FYRoM is in 78t place.

In other international comparisons BiH is also not ranking well: the country is ranked 98" out of 167
countries in the world in terms of democracy?, 126" out of 185 countries in terms of ease of doing
business® and 72" out of 176 countries in terms of perceptions of corruption*. This places BiH behind
each current and prospective EU Member State for each of the indicators with the exception of
corruption where its ranking is better than Serbia and Albania, yet still 30% worse than the EU average.

The General Framework Agreement for Peace for BiH (Dayton Agreement), signed in 1995,
established BiH as decentralised state with two entities: Republika Srpska and Federation BiH.
The Constitution of BiH established decentralised and assymetric political and governance structure
at the state, entity and Brcko District level. The state level comprises a tripartite rotating presidency,
the Council of Ministers (executive branch) and a bicameral Parliamentary Assembly consisting of a
House of Representatives and a House of the Peoples. Whereas Republika Srpska has a republican
system of governance with centralised government at the entity level and local governments, the
Federation of BiH is organized on a federative principle with competencies divided among the
entity-level government, 10 cantons and local governments. Competences established at BiH level
are primarily of coordination character and fulfillment of international BiH commitments, while,
according to the Constitution, most of the executive powers lay with entity level, further divided in
the case of FBiH between entity and cantonal level. Complex and assymetric political structure in
BiH is somewhat reflected through slow development process of BiH, complex coordination among
different levels of governance in BiH and through a complex process of desicion making. BiH is
currently without comprehensive development strategy. Draft Development and Social Inclusion
Strategy for BiH for the period 2008-2013 was not adopted.

1 Estimates on human and material losses are provided in UNDP, HDR 2003, Millennium Development Goals in BiH 2003

2 Democracy Index: Democracy at a standstill, 2012 (ranks of countries in the region: Croatia 50, Serbia 66, FYRoM 73,
Montenegro 76 and Albania 90), Economist Intelligence Unit

3 IFC/WB Ease of Doing Business 2013 Rankings (ranks of countries in the region: FYRoM 23, Montenegro 51, Croatia
84, Albania 85 and Serbia 86)

4 Corruption Perception Index 2012 (ranks of countries in the region: Croatia 62, FYRoM 69, Serbia 80 and Albania
113), Transparency International
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BiH is a potential candidate for EU membership. The accession of Bosnia and Herzegovina to the
European Union is the key strategic interest for BiH. The Stabilisation and Association Agreement
(SAA) dating from July 2008 has been ratified by all EU member states but due to certain unfulfilled
preconditions on the part of BiH has not yet entered into force. Despite efforts vested by the BiH
institutions to respond to the Decision of the European Court of Human Rights relating to the
Sejdic-Finci case, and to agree on the internal EU coordination mechanism, these preconditions for
SAA enforcement and EU Candidate Status are still not adopted. In the second part of 2013 talks on
resolution of these issues were intensified with the intent to identify acceptable solutions.

Millennium Declaration and Millennium Development Goals (MDG)

The adoption of the Millennium Declaration by 189 United Nations Members States in September
2000 was an important momentin terms of global cooperation in the 21 century. The United Nations
Millennium Declaration® puts a strict focus of the international agenda for the new millennium
for both human development and human rights. The commitment to the promotion of human
development and protection of human rights resulted in agreement of UN Member States on eight
measurable and time-bound goals: the Millennium Development Goals. These goals provide a focus
for efforts to reduce poverty and represent a common basis for monitoring progress.

5 Adopted by UN within the Resolution 55/2, September 8, 2000, see <http://www.un.org/millenium/declaration/

ares552e.pdf.>
GLOBAL 4 Eradicate extreme D 5 Improve maternal
MILLENNIUM & poverty and hunger health
DEVELOPMENT
GOALS (MDGS) 5 Achieve universal Combat HIV/AIDS,
primary education malaria and other
diseases

Ensure
environmental
sustainability

Promote gender
equality and
empower women

4 Reduce child Develop a global
@ mortality partnership for
i ﬁ I development

15


http://www.un.org/millenium/declaration/ares552e.pdf
http://www.un.org/millenium/declaration/ares552e.pdf

Introduction
Progress towards the Realisation of Millenium Development Goals in Bosnia and Herzegovina 2013

Thirteen years later world leaders gathered at the United Nations in order to assess the level of
progress, provide recommendations and agree upon concrete strategies and action to be taken
in order to provide for the realisation of the eight MDG by 2015; they also provided guidance
for the elaboration of the post-2015 global agenda. Taking stock of what has been achieved so
far and what needs to be defined as a follow up to the MDG began back in 2010, while the post-
2015 agenda started to take shape in 2011 through discussions, roundtables and the world wide
participation of citizens on development priorities taking place on a global and national level in
many countries throughout most of 2012 and 2013.

National Milestones for the MDG

Achievement of the MDG is especially important for BiH and its citizens, primarily due to the
consequences of the war and the subsequent efforts aimed at achieving sustainable development.
In 2003 BiH incorporated MDG indicators into its first Medium-Term Development Strategy 2004-
2007 (PRSP) in order to monitor implementation of the Strategy.®

In 2004 the UNDP prepared the ‘Millennium Development Goals in BiH Update — PRSP — Europe
and Beyond;, which represented a step forward in linking MDG in BiH to the European integration
process. The 2010 report on the analysis of the progress made towards achieving the goals
further linked MDG with the development agenda of the country, as seen through the lens of
EU Accession. This 2013 report highlights the progress made in achieving MDG in comparison to
global, regional and EU trends. As one of the monitoring documents, it observes key development
processes in the country since 2000 to date and offers general recommendations that require
attention and action from BiH authorities and their partners.

6 indicators from HDR 2003, UNDP

16
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Table 1: At a glance overview of key 20 indicators for Bosnia and Herzegovina

Objective/Target/ Baseline 2007 2009 2012 2015 MDG Progress
Indicator 2000/ or latest available or latest available Targets (unless towards
2001 Targetsasin  Achieved data (in 2010 MDG data otherwise 2015
PRSP Progress Report) indicated) Targets
a b C d e f g h
1.1. Percentage of population living 19.5 16.0 14.0 144 14.4 9.0
below the absolute poverty line (2007) (2007)
ILO 229 22 29.0 241 280 220
1.8. Unemployment | gefinition (2009) (2012)
rate in %
Registered 434 30 441 42.7 44.5 (2013) 30.0
1.12.Unemployment rate within the 348 30 584 48.7 63.1 12
15-24 age group in % (2009) (2012)
2.1. Primary school enrolment rate, 97.0 95 984 96 976 100 Potentially
net % (2005/6) (2011/12)
24. Secondary school enrolment 683 75 79.3 77 91.8 85 achieved
rate in % (2005/06) (2011/12)
2.5. Higher education enrolment 230 25 33.5(2007) 34 38 35 achieved
rate in % (2008) (2011)
2.6. Children attending pre-school 43 12 6.4 9.9 13.1 250
carerate in % (2011/12)

3.3. Share of women in wage 392 40.0 338 349 42(2011) 45 likely
employment in the non-
agricultural sector in %

34. Percentage of female 14.3 16 10.5(2008) 10.5 (2008) 19(2011) 25 potentially
representatives in the Parliament
of BiH at the state level

GOAL 4: To reduce child mortality

4.1. Under-five mortality rate, per 9.6 93 8.5 8.1 (2009) 7.7 (2011) 7.0 likely
1,000 live births

4.2. Infant mortality (under one 76 7.0 6.6 6.5 (2009) 5.0 (2012) 5.0 achieved
year of age) per 1000 live births

GOAL 5: To improve maternal health

5.1. Maternal deaths (per 100,000 5.05 4.0 1 2.9 (2009) 3.0(2010) 25 potentially
live births) (2007) 6.3 (2011)
5.2. Percentage of assisted 996 100 995 99.9 99.9(2011/12) 100.0 achieved

childbirths in %

5.3. Contraception prevalence rate | 49 (2001) 55 35.7(2006) 35.7 (2006) 46 (2011/12) 65 -

17
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Objective/Target/ Baseline 2007 2009 2012 2015 MDG Progress
Indicator 2000/ or latest available or latest available Targets (unless towards
2001 Targetsasin  Achieved data (in 2010 MDG data otherwise 2015
PRSP Progress Report) indicated) Targets

Y
o
n
e
m
—_
Q
o

6.1. Adults with HIV/AIDS, number 111/5/3 n/a n/a 164/2/1 164/2/1 <50 achieved
of new AIDS cases / number of (2004) (2009) (2009) (annual)
deaths
6.3. Tuberculosis cases 50 30 55 30 66 (2011) 20 unlikely
prevalence and )
) mortality 4 0 8 <6 6.8 2
mortality rate . 2011)
/100,000 e

7.1. Percentage of forest area b1) 446 52 427 53 428 60 unlikely
(% of land area) b2) 556 (2011)
b3) 42.8
7.5. Population with access to the 53 58 65 65 61.7 67 potentially
water supply systems in % (2008) (2008) (2011)
7.6. Percentage of the population 33 36 36 36 36 40 likely
having access to the water (2008) (2008) (2008)

sewage system

84. Official assistance for 111 n/a 297 26 23 1.0 likely
development (ODA) - as a (2011)
percentage of GDP %

8.8. Phone lines per 100 population 226 15.0 282 27 (2008) 25 (20171) 26.0 achieved

8.10.Internet users per 100 1.11 40 279 347 60 15.0 achieved
population (2008) (2011)

Please note: for more detail and source information please refer to the main indicator table in Annex 1.
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MDG 1

To eradgicate extreme
poverty and hunder

Table 2: MDG 1 Indicators

Objective/Target/ Baseline 2007
Indicator 2000/
2001 Targets as in
PRSP
a b c

GOAL 1:To eliminate extreme poverty and hunger

2009
or latest available
Achieved data (in 2010 MDG
Progress Report)
d e

2012

or latest available

data

1.A Target: Between 1990 and 2015 halve the proportion of people whose income is less than $1 a day

1.1. Percentage of population 19.5 16.0
living below the absolute
poverty line
1.2. Relative poverty rate in % 183 n/a
(2004)
1.3. Poorest quintile share of 9.5 n/a

national consumption in %

1.B Target: To achieve full and productive employment and decent work for all, including women and young people

1.4. Employment ratio compared 36.1 n/a
to the population of working
agein %

14.0 14.4 (2007)
Rural 17.78
Urban 8.23
18.2 18.2 (2007)
7.2 7.2
(2007)

312 33.1(2009)

32.5(2010)

1.C Target: To halve, between 1990 and 2015, the proportion of people who suffer from hunger

1.5. Undernourishment amongst | 4.2 (2000) n/a 1.5 (2006) 1.5 (2006)
the children below 5 in %

1.6. Proportion of the population Under 5 n/a d1)0.52 e1) 0.52 (2007)
below the minimum level of (2002) (2007) e2)Under-5
dietary energy consumption d2) Under-5 (2004-2006)
in % (2004-06)

15.0 (2011)

Rural 19.0
Urban 9.2

17.9(2011)

FBiH: 17.1
RS:19.5
DB: 14.7

7.2
(2007)

31.7(2012)

1.6 (2011/12)

5(2011)

2015 MDG

Targets (unless

otherwise
indicated)

9.0

14.0

Close to zero
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Objective/Target/
Indicator

Additional indicators for BiH

Baseline
2000/
2001

2007

Targets as in
PRSP

Achieved

2009
or latest available
data (in 2010 MDG
Progress Report)

2012
or latest available
data

2015 MDG Progress
Targets (unless towards 2015
otherwise Targets

indicated)

1.7. Gini Index 26.0 25.0 333 33.3(2007) 33.3(2007) 20.0
1.8. Unemployment | ILO 229 22 29.0 24.1 (2009) 27.6(2011) 220
rate in % definition 29.9 (2010)
FBiH 29.2
RS 24.5
DB 39.0
M29.9
F 26.1
28.0(2012)
Registered 434 30 441 42.7 43.8(2012) 30.0
44.5(2013)
1.9. Participation of informal 36.5 n/a 33.6 (2006) 33.6 (2006) F1)36.3 25
sector in overall employment F2) 334 (2010)
expressed in %
1.10. Inter-quintile ratio (richest/ 38 n/a 57 5.7 (2007) 49(2011) -
poorest 20%)
1.11. Real annual GDP growth 4.1 55 6.2 -3.2 1.6 (2011) 50
rate in % -0.5(2012)
1.12. Unemployment rate within 34.8 (Age 30 584 47.5 (2008) 57.5(2010) 12
the 15-24 age group in % group 48.7 (2009) 57.9(2011)
19-24) FBiH 59.7
RS 532
DB 70.9
M 56.4
F60.5
63.1% (2012)
1.13.Average annual inflation rate 3.1 22 15 -04 3.7(2011) Under 4
in % 1.8 (2012)

Please note: for more detail and source information please refer to the main indicator table in Annex 1.
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Poverty Dynamics

Poverty is most often measured through income related indicators’ while the multidimensionality
of poverty is perceived through the long-term or permanent deprivation of resources, abilities,
possibility of choices and safety conditions that are required for the enjoyment of an adequate
living standard and the realisation of economic, political, cultural and social rights.

According to an Agency for Statistics of BiH assessments based on the Household Budget Survey
that was conducted in BiH for 2011° 17.9% of the population were living in relative poverty
and every sixth household in the country was poor. The relative poverty threshold was set
to the amount of 416.40 BAM (212.9 EUR) per month per equivalent adult. Poverty was more
distinct in Republika Srpska where almost every fifth inhabitant was poor. The lowest level of
poverty was found in Brcko District where almost every seventh inhabitant lived in relative
poverty. According to the WB methodology 15.0% of the population lived below the absolute
poverty line, which represented an increase in poverty compared to 2007.

EUROSTAT methodology defines poverty in relative terms and measures the relative poverty line. Relative poverty is
defined as 60% of median expenditure per household member, with the size of the family being adjusted according
to the OECD scale. The World Bank method calculates the absolute poverty rate where two lines of poverty are
taken into consideration: the food poverty line and the general poverty line. In order to determine these lines the
required minimal calorie content of food is first determined and the expenditure costs are calculated accordingly.

The survey was conducted over the period 01.01.-31.12.2011 using a sample of 7,400 households.

Within the project “Development, Testing and Guidance for Implementation of New Methodology(ies) for the
Targeting of Non-contributory Cash Benefits in Bosnia and Herzegovina”and based on the HBS 2011, IBHI calculated
the absolute poverty line for BiH for 2011 using the World Bank methodology from 2007 and previous years (205
BAM per capita in 2007 prices).

FIGURE 1: Every 6" household in the country is poor

AR

- . A
k1) CPR 1
17.9% 15.0%

of population lives in relative poverty with of population lives in absolute poverty with
less than 416 BAM (213 EUR) per month less than 235 BAM (120EUR) per month
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The average consumption expenditure of poor households in BiH was on average 25.2% below
the poverty line. The distribution of equalised consumption expenditure was quite unequal
having in mind the fact that 20% of the richest households spent 4.9 times more than 20% of
the poorest households. Inequality was higher in the Federation of BiH than in other parts of the
country (5.2 compared to 4.4)."° In 2011 average monthly household consumption expenditure
was 1,569.33 BAM while the net average wage in 2011 in BiH was 816 BAM. The largest share of
the average monthly consumption expenditure of households was spent on food and beverages
at 31.4%, while housing, electricity, gas and other fuels accounted for 24.0%. A large part of
the expenditure (11.0%) was related to transportation, which included the purchase and use
of transportation means and expenditure on passenger transport services. Average monthly
consumption expenditure was 20% higher in urban than in rural/semi-urban households.
Differences between urban and rural/semi-urban areas in terms of the consumption of food and
beverages were not as visible as in the consumption of non-food products and services. When
we looked into the consumption expenditure groups for non-food items it was obvious that
urban households spent more than rural/semi-urban households in almost all categories. On the
other hand, rural/semi-urban households had significantly higher consumption of self-produced
items, especially nutritional products (128.36 BAM vs. 23.19 BAM).

Myth of the Urban/Rural Divide

Bosnia and Herzegovinais one of the most rural countries in Europe with 61% of its population living
in rural areas, whether defined as villages or as scarcely populated municipalities; in Europe only
Montenegro, Ireland and Finland have a higher share of rural population. The UNDP BiH National
Human Development Report (NHDR) 2013"" indicates, thorough an examination of rural areas and
rural-urban comparisons using a whole host of indicators, findings that show that many common
assumptions about rural life are more myth than reality. Rural areas, for example, are far more similar
to and closely linked with urban areas than is generally assumed; agriculture plays a marginal and
diminishing role in economic life, even if it remains culturally important. Rural areas do not exist in
isolation but instead are closely linked to the fate of nearby towns and cities and to the economic
social and political life of the country as a whole. The top three development priorities for rural
citizens are jobs, services and infrastructure, including the transport infrastructure that provides
them with access to jobs and services in the nearby towns and cities. Therefore, the approach to
rural development must be seen as an economic rather than an agricultural challenge.

Demographically, rural communities tend to be older than urban and have smaller proportions of
people to work and drive the local economy. There is also a gradual migration of people from rural
to urban areas; the share of the population living in rural areas probably falls by about 10% every
generation.'” Economically, the big divide is not between urban and rural areas but actually
between the 6 main cities and the rest of BiH. Official statistics show that Sarajevo, Banja Luka
Tuzla, Zenica, Mostar and Bijeljina, each of which has at least 100,000 inhabitants, have almost

10 BHAS:HBS 2011
11 UNDP BiH NHDR 2013 - Rural Development in Bosnia and Herzegovina: Myth and Reality, July 2013
12 Ibid.
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40% lower unemployment (6 main cities 31% vs. towns and villages 50%), 25% higher wages (6
cities 895 BAM vs. towns and villages 715 BAM) and over twice the per capita GDP than the rest of
the country (6 main cities 10,460 BAM vs. towns and villages 4,730 BAM) all of which stimulates a
significant movement of people to the cities. Outside these main economic activity centres, the
urban municipalities, dominated by medium-sized towns, actually perform worse than rural areas
for almost every economic indicator."*

According to research and the available data, the assumption that poverty is deeper and more
widespread in rural areas is not entirely true. The 2010 Multi-dimensional Poverty Index'*
showed that rural families scored better than urban in terms of nutrition but worse in terms
of wealth and about the same for education. Overall, poverty was rated as being 9% more severe
in rural areas; however, the entire difference can be accounted for by factoring in the common
rural practice of cooking and heating with wood, which is regarded as an indicator of poverty. The
MICS4 rural/urban analysis further confirmed this: 83% of households in rural areas used solid fuel
for cooking compared to 43% in urban areas. Indoor air pollution increases the risk of contracting
respiratory illnesses, such as pneumonia, chronic obstructive lung disease and cancer, to which the
rural population is twice as exposed compared to the urban population.

13 lbid.

14 Oxford Poverty and Human Development Initiative (2013), Country Briefing: Bosnia and Herzegovina (based on
data from 2006 MICS3 research)

Fidure 2: Population density and unemployment rate in BiH
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Most rural households generate their income in one of two ways: from regular employment
(52 %) or from social benefits (36 %) with relatively few depending on agriculture, self-
employment or investment income. Several indicators suggest that the rural population is not
very entrepreneurial, with most preferring a steady job to starting their own business. Families
in employment had higher average incomes than those who were self-employed. More than
half of village households had little or no involvement in agriculture, though around a third
managed ‘smallholdings’ where they produce fruit, vegetables and livestock products mainly for
their own consumption. Around 16 % could be classified as ‘farmers’; however, most of these
smallholders and farmers still gained the majority of theirincome through employment or social
benefits. Only 6 % of rural households were dependent on agriculture for the majority of
their income and less than 1% of households could typically be classified as ‘commercial
farms’ and be targeted by IPARD measures (EU Instrument for Pre-Accession Assistance in
Rural Development) to improve agricultural production and marketing.

Figure 3: Rural population, agriculture dependence, development disparities and rural development priorities
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BiH is a country of hills, mountains and forests with less than 20% of its land area suitable for intensive
farming, while the nature of the land ownership structure acts as an impediment to development.
Agriculture’s share of GDP has been falling steadily: from 10.3% in 2006 to 8.2%in 2011. In comparison,
the cultural sector, which remains underdeveloped with considerable untapped potential, contributed
6.7% of GDP in 2009."” It is unlikely that large investment in agriculture would drive an economic
recovery in BiH and thus development of rural areas requires a broader multi-faceted approach.

Rural citizens in BiH have much greater distances to travel to reach services such as banks, hospitals
and secondary schools, although most have a small shop, primary school and perhaps a clinic
within a reasonable distance. Whilst electricity and telephone lines are available almost everywhere
many villagers use wood for heating and have septic tanks rather than connections to the mains
sewerage and quite a few draw their water from springs and wells. Most rural households have no
involvement with agricultural training or advisory services and less than a third of even the biggest
farms are reached. Half of rural households own a computer, usually with an Internet connection,
but the main way they obtain information is through watching television.”® Further research
indicates that village dwellers do not suffer any major disadvantage in terms of formal education,
with the large majority managing to get their children to school despite the distances involved.
Yet for those families already at high risk of drop-out, particularly the Roma minority, the need to
travel may be the final straw that induces children to give up on their education. Early childhood
education is a different story with rural children receiving slightly less support at home and only a
third as much access to kindergartens as urban children.'”

According to another recent analysis'® that was conducted by the UN in 2010 based on HBS
2007 and LFS 2008 data, considerable geographic disparities exist within society in BiH. An
analysis of the findings was conducted on a regional level in 7 distinct areas: (1) Demography, (2)
Education, (3) Access to Utilities (electricity, water and sewerage), (4) Quality of Life and Standard
of Living, (5) Transport Infrastructure and Health, (6) Employment and (7) Economic Disparity,
Income and Poverty and Social Inclusion and Vulnerable Groups. In total 19 indicators were used
for regional and 5 for municipal ranking. The Regional Disparity Assessment also revealed that 62%
or 89 out of 142 municipalities and cities in BiH were either underdeveloped or extremely
underdeveloped.

Five best ranked geographical areas Five worst ranked geographical areas
— Sarajevo Canton — Canton 10

— Herzegovina-Neretva Canton — Una-Sana Canon

— Isto¢no (East) Sarajevo geographical area — Bosnian Podrinje Canton

— Banja Luka geographical area — Posavina Canton

— Zenica-Doboj Canton — Bijeljina geographical area

15 UNESCO's Culture for Development Indicator Suite for Bosnia and Herzegovina for 2011, (According to the research,
the contribution from cultural activities towards GDP was 1.6 billion BAM, while expenditure for culture on all
levels of government in BiH in 2009 was 123.4 million BAM or 36 BAM per capita). http://www.sustcult.eu/news-26-
unesco-s-culture-for-development-indicator-suite-for-bosnia-and-herzegovina-presented.html

16 UNDP BiH NHDR 2013 - Rural Development in Bosnia and Herzegovina: Myth and Reality, July 2013
17 UNICEF 2013 MICS http://www.unicef.org/bih/media_21363.html
18  BiH Regional Disparity Assessment 2010, United Nations, 2010
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Fidgure 4: The five most and five least developed geographical areas in BiH

B Five most developed geographical areas

B Five least developed geographical areas

Source: BiH Regional Disparity Assessment 2010, United Nations, 2010.

Local government appears best positioned to steer the local development process in BiH yet
it continues to face a number of challenges, from legal and institutional frameworks and a lack
of functional and fiscal decentralisation reform to insufficient revenue, to weak organisational
management and partnership capacities and a lack of knowledge and skills to deal with the
intricate territorial, economic and social development processes. They also rarely engage in formal
cooperation arrangements to attract investment, create employment opportunities, enhance
regional competiveness and improve service delivery. Considerable unexploited potential lies in
inter-municipal and regional cooperation to support a bottom-up approach to development.
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Social Protection System

The social protection system in BiH originated in the social insurance system that was established
in the former Yugoslavia in the nineteen twenties and was extended and developed under the
Socialist Federal Republic of Yugoslavia.' It is composed of a social security component” and a
social assistance component.”!

Responsibility for legislation, planning and implementation of social protection policies is held
at various levels in Bosnia's complex system of governance: at the entity level in the case of RS,
at the district level in the case of Brcko District and at the cantonal level in the case of the FBiH.
The fact that competences for social protection are at the level of the entities and cantons gives
rise to considerable territorial disparities and inequalities in the provision of benefits and services,
depending on where a person lives. For example, child benefit rates differ greatly between
the cantons in the FBiH and this creates the perception of injustice. Due to the fragmented
administrative structure in BiH individuals receive different monetary compensation throughout
the country, even if they are diagnosed with the same degree of disability. Additionally, the level
of protection varies depending on whether the disability is related to war or to an accident, illness
or has existed since birth and results in unequal and lesser protection being provided to the latter.

BiH spends roughly 24% of GDP on the total social protection programme, including social
insurance and social assistance programmes but excluding unemployment benefit.?? The largest
share of the total expenditure on social protection programmes goes to social protection
programmes based on contributions i.e., health protection programmes (10.2%) and pensions
(10.1%). Social assistance programmes cost 3.9% GDP, which ranks them as the most expensive
programmes when compared to the EU and the other Western Balkan countries.

Social Assistance

Expenditure on different types of cash transfers/social assistance”” should respond to the critical
social needs of the most vulnerable members of society. At present in BiH these transfers fail to
do so and their capacity for poverty alleviation and for the prevention of chronic and transient
poverty remains negligible. The benefits system in BiH needs an overhaul to improve
targeting accuracy and broaden the outreach capacity. This would enable BiH to cover the

19 Vaughan, E. J. (1965) Social insurance in Yugoslavia, The Journal of Risk and Insurance, 32(3): 385-393.

20 Social security/insurance: Social protection programmes which rely on individuals’ monetary contributions to
guarantee income security and access to essential social services are classified as social insurance. These can include
programmes such as health insurance, unemployment insurance and contributory pensions.

21 Social Assistance: Although utilised in slightly different ways, depending on the organisation, social assistance
generally refers to non-contributory publically financed cash or in-kind transfers, which may be long term, as in the
case of family or child allowances, or short term, as in the case of maternity benefits for unemployed mothers.

22 World Bank Public Expenditure and Institutional Review Report for 2012

23 Non-contributory benefits (social assistance) are those that are financed through public expenditure and not based
on social insurance contributions. In BiH there the following types of non-contributory benefits exist: (i) last-resort /
minimum-income support social assistance, (ii) disability benefits for civilian disabled and civilian victims of war, (iii)
family and child protection benefits and (iv) benefits for war veterans and for members of families of fallen soldiers.

29



MDG 1:To eradicate extreme poverty and hunge
Progress towards the Realisation of Millenium Development Goals in Bosnia and Herzegovina 2013

most poor and vulnerable and improve their access to last resort social assistance as well
as ensure that the allocation of spending is both more equitable and fiscally sustainable.

In the first decade of this century BiH entities allocated between 3.4 and 4.1% of GDP towards
cash benefits/social assistance. The level of spending on them peaked in 2006 at 4.1% of
GDP and thereafter stabilised at the somewhat lower level of 3.9% of GDP. Nevertheless this
level of spending remained the highest amongst the Western Balkan countries as well as the
whole European and Central Asian (ECA) region. This level of spending is more than twice the
ECA average of 1.7% of GDP. The above allocations only refer to the entity level cash transfer
programmes. In addition to them, the cantons in the FBiH, as well as the municipalities in FBiH
and RS, are allowed to design, implement and finance their own benefit programmes which
complement or duplicate the entity level ones. When this spending is added to the equation
overall social assistance expenditure in BiH could be as high as 7% of GDP. **

To date the cash transfers/social assistance have been dominated by programmes designed for
demobilised soldiers and/or their dependents. Meanwhile, civilian benefits, especially cash transfers
to the poor (last resort social assistance) and child protection programmes, have remained small
and underfinanced, providing only limited and uneven coverage across entities. Thus, veteran
related benefits in RS constitute about three-quarters of total spending on non-contributory
cash transfers and two-thirds in the FBiH. In 2010 the average share of veteran related benefit
expenditure accounted for 62.6% (2.4% of GDP) of all spending on social assistance in BiH.”

The entities operate separate veteran related benefit systems, but the benefit types and spending
structures are quite similar. Both entities perceive veteran related benefits as being different from
main stream social assistance because of their dual objective: compensation for loss of capacity to
work as the bread-winner in the family and recognition for their service. The FBiH and RS allocate
over 90% of their entity veteran benefits budget outlays for two main categories: benefits for
disabled veterans and family / survivors benefits. Basic disability benefit was extended in 2010
to around 54,000 veterans in the FBiH, divided into 10 categories depending on the level of
disability. Similarly, around 36,000 veterans in RS received ten different entitlements depending
on the acquired disability rate in 2010. The benefits for members of families of fallen soldiers
(survivors’ benefits) were similar. In 2010 RS delivered such benefits to around 30,000 people,
down from 33,000 in 2008. In the FBiH around 42,000 beneficiaries received survivors’ benefits.”®

The expenditure on all types of civilian benefits accounted for around 1.5% of GDP including
spending on benefits for civilian disabled and civilian victims of war at around 0.8% of GDP, while
spending on last-resort social assistance for the poor, family and child protection benefits and ad
hoc one-time financial assistance altogether amounted to around 0.6-0.7% of GDP.*’

The poorest 20% of the population receive only 36.8% of the total social assistance
budget. Such targeting performance for overall social assistance is weak by regional and ECA

24 World Bank, Bosnia and Herzegovina - Challenges and Directions for Reform - A Public Expenditure and Institutional
Review, February 2012.

25 lbid.
26 lbid.

27 Thisincludes 0.19% of GDP for last-resort social assistance (Permanent Social Assistance), 0.33% of GDP for child and
family allowances and 0.07% of GDP for other cash and in-kind benefits.
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wide standards. It is the weakest in the Western Balkans region where in most cases targeting
performance for social assistance is good (Albania, Kosovo®, Serbia and Montenegro) with
over 60% and even close to 80% of total spending being transferred to the poorest quintile of
the population of the respective country. The targeting performance in BiH ranks amongst the
poorest in the ECA, outperforming only the social assistance programmes in Russia and Belarus.””

In relative terms, the best targeted social transfer is the means-tested Permanent Social Assistance
Programme and the remaining cash benefits delivered by the centres for social work (CSW);
however, at 46% of the poorest quintile this means that even these programmes ‘waste’ over half
of the budget allocations on families that are not amongst the poorest. Means-tested benefits i