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1  REVIEW OF THE INSTITUTIONAL FRAMEWORK 

The legal and regulatory framework 

1.1 The legal framework for the road sector is a patchwork of partial, 

overlapping and incomplete mandates under a number of different state and entity 

laws.  Under the Dayton Peace Accords, the responsibilities for air Transport and the 

regulation of Transport between the two entities, the Federation of Bosnia and 

Herzegovina (FBH) and the Republika Srpska (RS), were assigned to the state level,
1
 

whereas the responsibility for infrastructure was given to the respective entities.  As a 

result, the legal framework for public roads is defined at the latter level.
2
 The result is 

three Laws on Public Roads, one in each entity and one in Brčko Administrative District 

(BAD),3 and a further draft law under preparation at the state level. The result is both 

different arrangements for the management of different levels of the road network within 

each domain, and confusion over institutional responsibilities regarding the development 

of the strategic road network, the SEETO Core network, and the Pan-European network.   

 

1.2 The inherent problems and additional transaction costs resulting from this 

cumbersome institutional framework were recognized in the introduction of the 

2003 Law on Ministries.  This law established the Ministry of Communications and 

Transport (MOCT) at the State level, and endowed the new body with responsibilities in 

respect of international coordination, international agreements and international 

Transport links. However, so far, there has been little success in devising the primary 

legislation to provide an appropriate basis for this mandate, and a draft State Law on 

Roads has been under preparation for a number of years, awaiting agreement amongst 

stakeholders.  There remains a lack of agreement on which level is responsible for 

defining national strategies and priorities, and possibly not surprisingly, a lack of 

agreement on what the actual strategy should be, or the priorities are, at a national level. 

 

                                                 
1
 Dayton Peace Accords (1995) Annex 4. 

2
 The relevant laws in the Federation of Bosnia & Herzegovina (FBH) and in the Republic Srpska (RS) are, 

respectively, the Law of Roads, currently in the process of being revised, (Official Gazette of the 

Federation of Bosnia & Herzegovina, No. 6/02), and the Law on Public Roads (Official Gazette of the 

Republic of Srpska, No. 3/04). 

3
 Brčko Administrative District was established by the Dayton Peace Accords (DPA) as competing claims 

were difficult to overcome.  The territories of the two entities overlapped in Brčko District, and since 

agreement on the inter-entity line was not forthcoming, Brčko Administrative District was formed under 

the arbitration process established by the Dayton Peace Accords.  The District is self-governing, under the 

supervision of an International Supervisor appointed by the Office of the High Representative (and the EU 

Special Representative).  With the recent addenda to the DPA, Brčko District now enjoys the same status as 

the other two entities. 
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1.3 Nowhere is the complexity of the sector better illustrated than in the legal 

framework for concessions.  There are four different concessions laws in BH: the State 

Concessions Law, the Federation Law on Concessions (currently in the process of being 

revised), the RS Law on Concessions, and the BAD Concessions Law.  In addition, there 

is also legislation at the canton level which is pertinent to the development of 

concessions.  While concessions can be granted at a number of different levels—state, 

entities, municipal (district or canton), subject to the nature and particulars of a given 

concession—the lack of clear coordination between the various laws, the different 

requirements of some, and their respective strengths and weaknesses (for example, the 

State Concession Law lacks the so-called ”stability clause” that allows the application of 

more favorable rules in case the legal framework deteriorates once the concession is 

signed), collectively form a barrier of considerable complexity to potential investors.  The 

concomitant is a significant disincentive to the introduction of private finance, resulting 

in a marked increase in the cost, or reduction in the terms, of monies even when 

available.    

 

1.4 Some progress was attained with the passage of a State Law on Road Safety, 

approved in January 2007, but even here problems remain.  While the passage of this 

new national law on road safety is very welcome, its technical scope is limited to issues 

pertaining to driver licensing, rules of the road and associated penalties.4  Accordingly, it 

is far from providing the framework necessary for a comprehensive, results-focused, road 

safety intervention such as the more successful efforts of some of the Western European 

countries, or even those of some neighboring countries in the region.  In addition, while 

the new law is considered to be compliant with the requirements of the acquis 

communautaire,5 implementation is hampered by the poor quality of the infrastructure,
6
 

and a lack of coordination between the different stakeholders in both entities.   

Compliance with the acquis communautaire 

1.5 A considerable amount of progress has been achieved to align the 

institutional framework of the road sector with the requirements of the acquis 

communautaire, but much remains to be done.  The remainder includes not only the 

majority of the secondary legislation, but also some of the primary legislation awaits 

harmonization.  In line with European policy, the main focus of attention in terms of road 

Transport legislation will have to be on market access and social legislation. Substantial 

                                                 
4
 The MOCT and entity ministries have already produced manuals in each of these areas to apply 

nationwide.  

5 The relevant community legislation is contained in the acquis communautaire.  This document is 

constantly evolving as it reflects the contents, principles and objectives of the treaties on which it is based.  

It summarizes the requirements in a number of chapters and contains all relevant directives, regulations and 

decisions, together with all principles of law and interpretations of the European Court of Justice, and all 

relevant declarations and resolutions of the Council of Ministers. The Transport chapter in the acquis also 

includes all international Transport agreements to which the EU is a party, including what is now termed as 

the European Conference of Ministers of Transport (ECMT) acquis. 

6 European Commission (2008) Commission Staff Working Document: Bosnia & Herzegovina 2008 

Progress Report {COM (2008) 674}. 



Annex 1- 5 

progress has been made in introducing the appropriate legislation to make (international) 

road Transport comply with the requirements of the acquis. Table 1 presents the 

assessment of the consultants undertaking the TranSec study regarding the compliance of 

the road Transport sector with the acquis requirements. 

Table 1. Compliance with the requirements of the acquis in the road transport sector 

EU Directive Present status 

Council Regulation 881/92 and  Council Directive 62/2005 

on market access conditions  

Partially enforced in Bosnia and Herzegovina 

via the legislation on international and inter-

entities road Transport 

Council Regulation 4058/89 on the establishment of rates for 

the carriage of goods by road 
Fully implemented (free competition)   

Council Regulation 684/92; Council Regulation 11/98 and 

Commission Regulation 2121/98 combined dealing with 

regulating the procedures for organizing and performing 

international carriage of passengers by bus; opening, 

changing and closing regular routes; and issuing 

authorizations provided for under international agreements 

Fully implemented 

Council Regulation 4060/89 on the control over professional 

Transport authorizations 

Fully implemented (although there is lack of 

equipment to improve accuracy and processing 

time) 

Directive 96/53 on technical harmonization of commercial 

vehicles 
Rapid progress towards full implementation 

Council Regulation 3821/85  on the use of recording 

equipment  
Partially implemented 

Directive 91/671 on the use of safety belts Directive 92/6 on 

installation and use of speed limitation devices for certain 

categories of vehicles 

Directive 91/671 has been fully transposed 

Directive 92/6 partially implemented 

Directive 91/493 on driving licenses  

Fully transposed in BH via the state “Law on 

Road Safety” applied August, 2006. Standing 

legislation needs to be adjusted to eliminate 

some inconsistencies between the validity of 

driving licenses and the periodicity of medical 

examinations 

Directive 96/96 on roadworthiness tests for motor vehicles 

and their trailers 
High degree of transposition 

Council Regulation 3916/90 on measures to be taken in the 

event of crisis 
No provisions  

Directive 84/647 on the use of vehicles hired without drivers 

for the carriage of goods by road 
No provisions 
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Council Regulation 3118/93  on cabotage services of goods 

Transport   

Council Regulation 12/98 on cabotage services of passenger 

Transport  

No provisions. At present non-resident carriers 

cannot provide cabotage services inside BH. 

Permits are granted on a case-by-case basis 

within the framework of respective bilateral 

road Transport agreements 

Council Regulations 3820/85,3821/85,Council Directives 

88/559/EEC (now superseded by Directive 2006/22/EC)  and 

2002/15/EC regarding the harmonization of driving times and 

rest periods 

Transposed within the framework of the state 

Law on Road Safety 

Council Regulation 2411/98 on the recognition of a 

distinguishing sign of motor vehicles registered in Member 

States 

No provisions. However, compliance is not 

possible until membership is achieved and, at 

that time, compliance requirements are minimal 

Directive 89/459 on the tread depth of tires of motor vehicles 

and trailers 

Largely transposed within the framework of the 

state Law on Road Safety 

Council Directive 94/55 on the Transport of dangerous goods  

Directive 95/50/EC on uniform procedures for checks on the 

Transport of dangerous goods 

No provisions. Initial draft of law under 

preparation 

Source: Study data. 

The policy framework 

1.6 There is no national strategy for the development of the transport sector in 

BH.  There is still no cohesive national “top down” strategy either for the transport 

sector, or the road sector, in BH.  There is an earlier regional plan,7 supported by the 

European Union, but this was restricted to the core road and rail network, and broadly 

unreflective of particular national considerations and priorities.  The lack of a centralized 

plan for the development of the road network has resulted in a patchwork of internal 

initiatives and programs, sometimes complementary, sometimes contradictory. It is likely 

that not all would have been taken forward within a multimodal strategy and action plan, 

which prioritizes projects consistent with current and projected demand across modes, the 

projects’ respective economic, and technical and environmental feasibility, and reflects 

the available fiscal space. 

1.7 There have been two attempts to devise a strategy and policy for transport at 

the state level: the first was the preparation of the Transport Master Plan for Bosnia 

& Herzegovina (BIHTMAP) in 2001.  This substantive piece of work was welcome, but 

the final document was not officially adopted, following disagreements between different 

stakeholder groups.  Although, with the benefit of hindsight, it is plausible to suggest that 

given the state of recovery of transport demand at that time, and the associated difficulty 

in defining the ‘baseline’ for robust predictions of future demand, and hence investment 

needs, it was a little early in the recovery process to try and develop such a strategy and 

action plan.   

                                                 
7 COWI (2003) Regional Balkans Infrastructure Study, supported by the CARDS Program. 
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1.8 The failure of the second attempt in 2007 is harder to defend.  A second 

attempt to develop a national transport strategy and policy commenced in 2007, when the 

MOCT, collaborating with the two entity ministries of transport and communications 

(FBHMTC and RSMTC respectively), endeavored to devise a state-wide transport sector 

strategy and policy, followed by a prioritized action plan.  This effort was supported by 

grant funding from the Japanese and French Governments. Despite the continued need, 

the various stakeholders remained unable to come to agreement regarding which level 

was responsible for the development of such a policy, the broad approach, the scope, let 

alone the actual priorities; this attempt also floundered.  

 

1.9 The result is that different strategies have been produced at the entity level, 

usually limited along one or more dimensions, with little consideration of integration 

across sectors, or administrations. In the absence of a national transport policy and 

strategy, the two entities have at different times produced different strategies to 

justify/guide their respective expenditure plans in the sector.
8
  However, these documents 

tend to be rather limited, often amounting to statements of broad policy objectives, 

followed by lists of prospective projects along particular corridors, routes, or modes.  

What is generally missing is any attempt to assess: current and future demand at a 

national level over an appropriate timeframe for strategic planning; the synergistic impact 

of projects and programs, both positive and negative, within individual modes and across 

the sector more generally; and any consideration of the fiscal resources available, from all 

the different potential sources, both public and private, internal and external.  A failure to 

develop an approach of this type is likely to continue the lack of strategic coordination or 

the policy coordination necessary to prevent competitive, and hence wasteful, 

investments, either in the same mode, or in the sector. 

Organizational structure of the road sector 

1.10 The complexity of the legal framework is mirrored, or even surpassed, by the 

complexity of the organizational structure within the road sector.  Currently, without 

considering the tertiary, or local road level, there are eighteen distinct bodies that are 

endowed with responsibilities in the road sector in BH: (i) The MOCT; (ii) The entity 

line ministries; (iii) the Federation Road Directorate, responsible for the management of 

the primary road network, excluding motorways and expressways; (iv) the RS Road 

Company, responsible for main and regional roads, excluding motorways; (v) the two 

entity motorway/highway companies; (vi) the ten cantons, and four cantonal road 

directorates, responsible for regional roads in the respective cantons within FBH; and 

(vii) BAD Council, responsible for the roads within the district.   

 

1.11 Let us remember the four distinct roles to be filled in the management and 

administration of a road network. A description for each is provided below to facilitate 

the identification of the responsible bodies in the sector in Bosnia and Herzegovina. 

 

                                                 
8 A new RS Transport strategy was expected to be finalized by the end of 2009, while the RS Road Safety 

Strategy was adopted by the RS Parliament in 2008.   
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 Owner:  Generally, the owner of the public good of the road network, non-divisible 

and open to all, is the state. In this context, the owner is usually also endowed with 

the responsibility for the definition of the legal and regulatory framework, for the 

policy framework, and ultimately for the funding arrangements; 

 

 Administrator: The representative of the owner or road authority with responsibility 

for effecting policies and regulations, the definition and implementation of the 

managerial arrangements, and ensuring that performance of the road system meets 

the policies and legal obligations defined by the owner;   

 

 Manager/Road Agency: This is the body responsible for planning, programming, 

supervising, and monitoring the necessary activities to manage, maintain, and 

develop the road network.   In some countries, especially for primary roads, the 

administrator and manager functions are often combined into one organization (e.g., 

the United States Federal Highway Administration, the UK Highway Agency, and 

the Finnish and Swedish National Road Administrations amongst others), with the 

regional, municipal or state offices acting as the managers; and 

 

 Suppliers/Contractors: The final layer comprises those bodies or organizations that 

actually implement the necessary activities to maintain, repair, or construct the road 

network.  Historically, these were often public bodies, and might have been part of 

the public administration body, but now there is broad support that contracting out 

these services is more effective and offers better value for money. 

The state level 

1.12 The MOCT of Bosnia and Herzegovina was established in 2003, based on the 

state Law on Ministries.  The 2003 Law on Ministries established the MOCT and 

endowed it with responsibility for: (i) international and inter-entity Transport links; (ii) 

the drafting of contracts, agreements and other acts that fall within the sphere of 

international and inter-entity Transport; (iii) relations with international organizations 

whose functioning falls within international and inter-entity Transport; (iv) the drafting 

and development of strategic planning documents that fall within international and inter-

entity communications, Transport, infrastructure and information technologies; and (v) 

issues of control for unimpeded Transport in international Transport, civil aviation and 

air-traffic control.   

 

1.13 The state ministry has played an important role in the preparation and 

planning of the development of the infrastructure on Corridor Vc.  However, it has 

no formal mandate in relation to the planning and development of the strategic network, 

or in areas of necessary coordination between the entities and BAD such as: (i) 

consistency in the classification of roads; (ii) consistency in the technical standards for 

design, maintenance, construction and supervision, road safety; (iii) the charging of 

heavy goods vehicles for infrastructure use (in line with EU Directive 1999/62); and (iv) 

the environmental classification and charging of heavy goods vehicles for environmental 

purposes. 
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The Federation of Bosnia and Herzegovina 

1.14 Under the 2005 Law on Ministries of FBH, the Ministry of Transport and 

Communications of FBH (FBHMTC) is responsible for the administration of road 

transport and public roads. FBHMTC operates in a similar way to the RSMTC, in that 

it fulfills the role of the administrator of the road network, responsible for policy, for the 

relevant legal and regulatory framework, and ensuring the provision of appropriate levels 

of funding to ensure the maintenance and development of the federal primary and 

secondary road network. However, responsibilities for the latter are shared with the ten 

cantons in the Federation.  

 

1.15 One difference between the management of the road network in the two 

entities is the three levels of government in the FBH compared with two in RS. At 

the first tier, the management functions for the magistral (primary) (main) roads are 

entrusted to the Federation of Bosnia and Herzegovina Road Directorate (FBHRD),
9
 

while the management functions for the motorways are entrusted to the Federation of 

Bosnia and Herzegovina Highway Directorate (FBHHD).
10

 FBHRD is thus responsible 

for the planning, management, maintenance and upgrading of the magistral (primary) 

road network. Road maintenance and construction is contracted out to the private sector 

through competitive bidding. FBHRD is under the control of a single director, and two 

acting directors, with a focus on financial/legal and technical matters. Five departments 

exist, including a Project Management Department (See Figure 1). 

Figure 1. Organizational structure: Directorate of Roads of FBH (FBHRD) 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                 
9 The Road Directorate of the Federation of Bosnia and Herzegovina was registered in the Cantonal Court 

in Sarajevo on October 28th, 2002 on the basis of the Law on Roads of the Federation of Bosnia and 

Herzegovina (“Official Gazette of Federation of Bosnia and Herzegovina”, No. 6/02) under which the 

Road Directorate of FBH is authorized to manage the main road infrastructure. The Road Directorate of 

FBH harmonized its form of organization, title, company and activities with the Law on Public Companies 

(“Official Gazette of FBH”, No. 8/05) and it operates today under the title “Public Company Road 

Directorate of Federation of Bosnia and Herzegovina, limited liability company, Sarajevo.” 

10 The Highway Directorate of the Federation of Bosnia and Herzegovina was established in July 2006 and 

currently employs 47 staff. 
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Figure 2.4.5   Organizational Structure: The Public Company Enterprise Directorate of Roads of FBiH 
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1.16 At the second-tier, regional roads are managed by the road directorates in 

the respective cantons. At the third-tier, local roads are managed by the municipalities, 

working under the umbrella of the respective cantons. This three-tier system reflects the 

federal structure, but it is non-optimal for the management of a road network in a 

relatively small area.  It atomizes the limited competences, inhibits the use of 

professional management, raises transaction costs, and reduces efficiency of 

expenditures. There have been recent discussions to streamline the management of the 

main and regional networks, which would appear sensible. 

 

1.17 FBHRD undertakes little multi-year planning of road work, and there is no 

up-to-date asset management system.  As in the RS, FBHRD also undertakes little 

multi-year planning of its maintenance requirements. An inventory of the technical 

characteristics of the road network, the condition of the road network, and the level of 

traffic was undertaken in 2004, and an asset management system was also established in 

the FBHRD at considerable cost under the World Bank Road Management and Safety 

Project. This was used to produce a network analysis prioritizing interventions on an 

objective basis for all the road sections on the network. This plan led directly to the 

current European Investment Bank/European Bank for Reconstruction and 

Development/World Bank intervention. Despite this, the necessary annual data collection 

to maintain this database and update the strategic plan has not been carried out. 

The Republika Srpska 

1.18 The 2002 Law on Ministries of RS established the Ministry of Transport and 

Communications of RS (RSMTC) as the owner and administrator of the road 

network.  Since under the Dayton Peace Accords, infrastructure was assigned to the 

entities, and BAD, these bodies ‘own’ the public good, and the relevant entity ministries 

(and BAD Council) fulfill the administration role: they are responsible for policy, the 

relevant legal and regulatory framework, and for the provision of appropriate levels of 

funding to ensure the maintenance and development of the respective networks.   

 

1.19 The role of the manager of the main and regional network is held by the 

Public Company Republika Srpska Roads (RSR).  The management of the main and 

regional network, excluding motorways and expressways, in the RS is assigned to the 

RSR, established under the 2004 RS Law on Public Roads. The development of 

motorways and expressways, so far restricted to Banja Luka to Gradiska, is the 

responsibility of the motorway company of the RS, established under the same law.  RSR 

is the organization responsible for planning activities to be undertaken, then supervising the 

implementation, and monitoring the outputs.  Given the formal delineation of responsibilities, 

RSR should, in theory, operate entirely independently from RSMTC.  (The specific issues 

relating to the management of the local road network is discussed in more detail in Annex 

2).   

 

1.20 RSR rightly focuses on the management and planning roles rather than on 

physical implementation itself.  The actual work on the main and regional networks is 

carried out by private contractors under public procurement (following a one-year pre-

qualification period). Contracts for maintenance, input-based, are distributed 
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geographically within 13 areas, each of which contains some 250-350 kilometers of 

roads.  The contracts last for 3 years and are awarded following competitive bidding.    

 

1.21 RSR has three departments (Public Affairs, Internal Audit and 

Procurement) which report directly to the Director.  In turn, downstream activities are 

coordinated via three sections (legal, financial and technical) each of which is stratified 

into various departments. For the Technical Sector, these Departments include 

Construction, Maintenance, Safety, Motorways and Planning/Traffic/Environmental 

(Figure 2).  This organizational structure dates from 2006, and apart from the splitting off 

of the Motorway Department following the creation of the Public Company for 

Motorways, remains broadly unchanged.  

 

 

 

 

 

 

 

 

 

 

 

 

1.22 RSR undertakes little multi-year planning of road work, and there is no up-

to-date asset management system.  However, despite the organizational structure, the 

reality is that RSR undertakes little multi-year planning of its maintenance requirements, 

a hallmark of the professional management of assets in the road sector.  An inventory of 

the technical characteristics of the road network, the condition of the road network, and 

the level of traffic was undertaken in 2004, and an asset management system was 

established in RSR at considerable cost under the World Bank Road Management and 

Safety Project. This was used to produce a network analysis prioritizing interventions on 

an objective basis for all the road sections on the network. Despite this, the necessary 

annual data collection to maintain this database, and update the strategic plan for the road 

network, is not carried out.   
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A missed opportunity? 

1.23 From a purely technical perspective, the failure to establish the Bosnia and 

Herzegovina Road Infrastructure Company (BRIC) was a missed opportunity.  The 

Dayton Peace Accords11 required a public road corporation to be established to ensure the 

smooth operation of Transport across the entities, to manage the national road network, 

and reduce transaction costs.  However, while the Bosnia and Herzegovina Road 

Infrastructure Company (BRIC) was formally established, it never became fully 

operational.  This represents a significant missed opportunity, as one national road 

directorate responsible for the management and maintenance of all primary and 

secondary roads, would be a far more efficient solution for Bosnia and Herzegovina. This 

would reduce transaction costs, improve governance and management, and allow the 

concentration of scarce resources. 

The classification of roads 

1.24 A consistent problem in many developing and transition economies is that 

the current classification of roads is out of date. This is also the case for Bosnia and 

Herzegovina.  The classification of newly reconstructed, or upgraded roads, or roads 

where there has been marked changes in usage, may not have been changed, along with 

the required change in the required reassignment of responsibilities.  The terminology for 

this formal process varies among countries, and terms like designated/undesignated, 

proclaimed/un-proclaimed, declared/undeclared, and adopted/un-adopted are all used to 

describe the legal status of a road. Box 1 provides more detail on the formal process as 

undertaken in many countries. 

 

Box 1. Establishing the legal status of roads in some countries 

 In many countries, roads fall into two main legal categories—they are either designated or undesignated. 

When a road is designated, the act of designation is published in the government gazette in a notice that 

cites the act under which the road was designated, the road’s location, the responsible highway authority, 

and the functions to be delegated to that authority. In the case of trunk roads the act cited is usually the 

Roads and Road Traffic Act (or the equivalent). Urban roads may be designated under the Urban Transport 

Act (or the equivalent), while other roads may be designated under a variety of other acts, including the 

Local Government Act, the National Parks Act, the Game Parks Act, or the Private Streetworks Act.  

  

 Once a road has been designated, the responsible highway authority is expected to physically mark out 

the road reserve (to define the land-holding of the highway authority) and to take responsibility for the 

various functions delegated to it. Roads that are undesignated simply belong to the adjoining landowners 

who are solely responsible for maintaining them. Under certain circumstances, however, the government 

may channel funds through a designated highway authority to meet part of the costs of maintenance. When 

a private road is built to a certain specified standard or is improved to that standard, the highway authority 

will usually designate it and assign it to a legally constituted highway authority. 
 
Source: Heggie and Vickers (1998). 

1.25 The road system in BH is currently classified according to three categories: 

magistral (primary) roads; regional (secondary) roads; and local (tertiary) roads. 

The magistral road network, which extends to 3,800 km in total, covers the entirety of 

                                                 
11 Dayton Peace Accords (1995) Annex 9. 
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BH with a broad grid pattern. Even though it has severe topographic constraints, the 

network was developed to cover urban areas, local towns and villages. The regional 

(secondary) road network, encompassing a further 4,815 kilometers, was defined to 

complement the main road network. Virtually all of the magistral roads have paved 

surface, the conditions of which vary section by section, reflecting the priorities and the 

financial constraints. The regional road network has a number of unpaved sections, and is 

generally in poorer condition on average than the magistral road network. Given the 

budget constraints, this reflects the sensible prioritization of the magistral roads over the 

lower category roads.  

1.26 However, when the prioritization is undertaken to reflect category rather 

than function, the logic breaks down.  The current classification of roads is an 

administrative or jurisdictional typology, rather than one based on function.  The first law 

to introduce a typology for the different categories of roads was the “Law of National and 

Autonomous Roads” (1929-1932), which established the administrative partition of 

public roads; in this way, public and autonomous roads were distinguished first, which 

were then further subdivided into domain and municipal roads of the 1
st
 and 2

nd
 order, 

and municipal roads of 1
st
 and 2

nd
 order. This system remained in place until 1945, when 

public roads were classified into categories I.-III, which become categories I.-IV in 1953.  

The current administrative typology of magistral, regional, local and unclassified roads 

dates to the Law of Public Roads.  But an administrative typology overlooks core 

evolving elements, such as the introduction of motorways or expressways and the 

changing function of different roads over time.  
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2  ASSETS IN THE ROAD SECTOR 

The European dimension 

2.1 The SEE region is crossed by the Pan-European Networks (PEN) and the 

South East Europe Transport Observatory (SEETO) Core Network.  The Trans-

European Transport corridors were originally defined by the European Commission (EC) 

as the priority transnational axes to facilitate greater regional integration between 

members, and subsequently extended to candidate and neighboring countries, as the PEN. 

In a similar manner, a memorandum of understanding was signed between the European 

Union and the governments of the SEE countries in June 2004 to define a regional ”Core 

Network” of some 6,000 km of road, comprising the Pan-European corridors in the 

region,12 and other strategic routes connecting national capitals, regional centers and the 

main ports and border crossings. A draft Treaty for a Common Market in Transport in the 

SEE Countries is now under negotiation. 

 

2.2 BH is crossed by Corridor Vc, and the SEETO road network in BH includes 

the Pan-European Corridor Vc, plus a total of 470 km on the following key SEETO 

routes: 

 Route 1: From the Croatian border (near Ploce) to Neum (BH), and then back to 

the Croatian border (near Dubrovnik); 

 Route 2A: From the Croatian border (in the direction of Okucani) to Banja Luka 

(BH) to Laska (BH); 

 Route 2B: From Sarajevo (BH) to the Montenegrin border (in the direction of 

Podgorica); and 

 Route 3: From Sarajevo (BH) to the Serbian border (in the direction of Uzice). 

Road infrastructure 

2.3 The BH magistral road network amounts to approximately 3,800 kilometers. 

About 2,037 km is managed by the FBHRD and the remaining 1,763 by the RSR.  About 

ninety-eight (98) percent of the magistral road network is paved.  The secondary road 

network totals some 4,815 km, of which 2,658 km falls within the FBH and 2,157 km 

                                                 

12
 The ten Pan-European Transport corridors were defined at the second Pan-European Transport 

Conference in Crete, in March 1994, as routes in Central and Eastern Europe that required major 

investment over the next ten to fifteen years. Additions were made at the third conference in Helsinki in 

1997. Therefore, these corridors are sometimes referred to as the "Crete corridors" or "Helsinki corridors", 

regardless of their geographical locations. A tenth corridor was proposed after the end of hostilities 

between the states of the former Yugoslavia.  These development corridors are distinct from the Trans-

European Transport networks, which include all major established routes in the European Union, although 

there are proposals to combine the two systems, since most of the involved countries are now members of 

the EU. 

 

http://en.wikipedia.org/wiki/Crete
http://en.wikipedia.org/wiki/Helsinki
http://en.wikipedia.org/wiki/Yugoslavia
http://en.wikipedia.org/wiki/Trans-European_transport_networks
http://en.wikipedia.org/wiki/Trans-European_transport_networks
http://en.wikipedia.org/wiki/European_Union
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within the RS.  The ten cantonal institutions are responsible for the secondary (or 

regional) road network within the FBH, while the RSR is responsible for the regional 

road network in the RS.   

Table 2. Length and characteristics of the road network in Bosnia and Herzegovina (2008) 

 FBH RS TOTAL 

Magistral 2,037 1,763 3,800 

  % asphalted 96 100 98 

Regional 2,658 2,157 4,815 

  % asphalted 78 63 72 

Local 5,220 8,780 14,000 

  % asphalted 20 38 24 

Total 9,915 12,700 22,615 

  % asphalted 41 51 47 

                     Sources: FBH Statistical Office and RS Institute of Statistics and Study Estimates. 
 

2.4  Just under half of the total road network is asphalted, with ninety-eight (98) 

percent of the magistral roads asphalted, and only twenty-four (24) percent of the local 

road network.  The majority of the magistral (primary) network consists of two lane 

roads, with six-seven meter wide carriageways, and paved shoulders.  Regional roads are 

predominantly two lane, five meter wide carriageways with narrower shoulders. 

 

2.5 The density of the entire 

BH road network is broadly 

comparable with its immediate 

neighbors.  In terms of both 

road density per head of 

population and per square km, 

BH compares reasonably well 

with regional neighbors, but with 

marked variation between the 

entities. However such 

comparisons need to be treated 

with caution, given the different 

physical characteristics of the 

countries concerned. 

 

Table 3. Road density (2008)   

 (Km/1,000 sq km) 

(Km/1,000Person

s) 

   

BH  442 5.9 

Federation of FBH 373 4.2 

Republika Srpska 516 8.8 

Bulgaria 175 2.5 

Croatia 519 6.6 

Hungary 2,040 18.9 

Romania 335 3.7 

Serbia  439 5.2 

Slovenia 1,904 19.3 

   

Sources: EC, Statistical Pocketbook 2009; WB.  
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Condition of the assets 

2.6 The last comprehensive survey of 

the condition of the primary and 

secondary road network in BH was 

undertaken in 2004.  The survey, and 

establishment of a road database, were 

undertaken by technical assistance, funded 

by the World Bank under the Road 

Management and Safety Project (RMSP).  

At that time, the condition of much of the 

BH regional road network, and to a lesser 

extent that of the magistral (primary) road 

network was found to be in fair or poor 

condition (Figure 3).   

Figure 3. Condition of main and regional roads 

in BH (2004) 

 

 

2.7 The poor condition of the network has been attributed to: (i) the extended 

period of neglect of the road network and maintenance over the period of hostilities and 

afterwards; (ii) insufficient funds for routine and scheduled periodic maintenance; (iii) a 

continued lack of enforcement of axle-load limits, contributing to the premature decline 

of even those pavements where money was being spent; and (iv) the significant increase 

in traffic volumes (2-3 times higher than the pre-war period, and in vicinities of major 

cities such increases are more than five (5) percent annually prior to the crisis). 

 

2.8 Inadequate maintenance hastens the deterioration of any road. Adequate 

maintenance can sustain the pavement of a road for a period far beyond the original 

design life, depending on traffic, ameliorating the need for any reconstruction. By 

contrast, inadequate maintenance leads to an increase in the rate of deterioration, 

hastening the failure of the pavement, and engendering a need to reconstruct the road, a 

need and expense that could have been avoided.  Heggie and Vickers (1998)13 report that 

reconstructing a paved road is three to five (3-5) times more expensive than maintaining 

it, in current terms, and around thirty five (35) percent more in net present value terms. 

Inadequate maintenance results in the accumulation of a maintenance backlog, a form of 

a contingent liability, of expenditure needs.  A failure to maintain a paved road has also 

been estimated to increase user costs by a factor of three, in terms of additional time, fuel, 

and vehicular wear and tear, with a direct impact on the price of goods and the expenses 

that individuals pay for goods and services.  

 

2.9 The respective entity road authorities undertake no medium-term planning 

for maintenance.  Under Article 18 of the 2004 RS Law on Public Roads, the RSR is 

charged with producing a mid-term program for the management and maintenance of the 

magistral road network for adoption by the government. Article 11 of the 2002 Law on 

                                                 
13 Heggie, Ian, & Piers Vickers (1988) “Commercial management and financing of roads” World Bank 

Technical paper No. 409. Washington DC. 
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Roads in the Federation assigns the same responsibility to the FBHRD..  However, in 

practice, the programs of road work are developed and undertaken on a yearly basis, 

based on the availability of funds, with little forward assessment of needs, priorities, or 

multi-year programs of work.    

 

2.10 The exceptions to this statement were the mid-term plans produced by the 

RSR and the FBHRD in 2004-2005. The production of these two plans was possible 

due to the inventory and asset management system established under the World Bank 

financed RMSP.  A system was established in both the FBHRD and the RSR, and a 

strategic analysis undertaken to determine and rank the highest priorities for 

rehabilitation and reconstruction on the network.14 The results of this exercise led directly 

to the World Bank, via the subsequent Road Infrastructure and Safety Project, and the 

EBRD and the EIB, to collectively commit to USD 220 million of investment to clear the 

maintenance backlog and return much of the primary network to good condition—

projects which are under implementation at this time.   

 

2.11 Unfortunately, the impact of these expenditures is unknown, as there has 

been little or no collection of required data on road condition, traffic levels, or 

improvements since that time. Despite the considerable investment made, neither an 

updated strategic analysis to determine the mid-term plans, nor the database itself has 

been updated subsequently, allowing the functionality of the system to decline. 

Overlooking the cost to the taxpayers of Bosnia and Herzegovina who will have to repay 

the loan, the professional management of the road network is difficult without a 

functioning road asset management system.  

 

2.12 There is little use of new approaches to improve the efficiency of 

expenditures in the sector.  A recent World Bank Project piloted the use of performance 

based contracts for winter maintenance and partially for routine maintenance for 1,200 

km of roads in a neighboring country.  These contracts were introduced in 2004, and the 

evidence, while qualified by a number of omitted variables (mild winter, different terrain) 

was very encouraging, resulting in significant savings (on the order of 64 percent) in the 

unit costs for winter maintenance in the pilot regions compared with average costs 

elsewhere.  These reductions, or marked improvements in quality, are also seen in other 

introductions in other countries.  The use of output and performance-based maintenance 

approaches for routine and winter maintenance was to be tested in the World Bank 

financed Road Infrastructure and Safety Project (RISP) starting in 2008, but to date little 

progress in implementing these techniques has been realized.  In addition, the potential of 

maintenance approaches such as surface dressing ought to be tested in BH. 

The problem of road safety 

2.13 Road safety is an increasing social and economic issue, which requires 

coordinated efforts at the national and regional levels.  The estimated impact of road 

                                                 
14 However, nearly one-third of the regional road network was excluded due to its poor condition, so only 

approximately 2,400 regional road kilometers are included in the database. In addition, the nearly 14,000 

km of local roads are neither mapped nor entered into the inventory, nor the database. 
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traffic accidents remains very high, approximately 1.5-2.0 percent of GDP, equivalent to 

twenty-seven (27) percent of total health spending.  Road accidents are the second largest 

cause of death/injury for 15-44 year old males and are responsible for nearly two (1.7) 

percent of total deaths, and as much as nine (9) percent of disabilities.  On average over 

the past six to seven years, about 35,400 accidents occured on an annual basis, resulting 

in 470 annual deaths and 10,100 annual injuries.  The fatality rate of 5.3 per 10,000 

vehicles is high compared to the EU-27 average of 1.87, albeit lower than the 7.82 rate of 

Romania. It is more than five times higher than in the safest EU countries like Malta, the 

Netherlands and the United Kingdom.  The sharp increase in motorization rate and the 

poor quality of the fleet amplify the phenomenon, in terms of numbers of fatalities and 

injuries, although the fatality rate has been decreasing in the last four years.   

Improvements are necessary and there is a contingent need for a comprehensive and well-

targeted response to lower accidents both in numbers and severity. 

Table 4. Road accident statistics (2008) 
 

Figure 4. Fatality rate (per 10,000 vehicles; 2004-2008) 

 

 RS FBH 

 

BH 

Number of fatalities and injuries 

Fatalities 180 245 425 

Injured 3,639 7,830 11,469 

Total 3,819 8,075 11,894 

Number of accidents 

Material 

damage 8,399 24,033 32,432 

Injured 10,469 5,541 16,010 

Total 10,933 29,574 40,507 

Fatality and injury rate per 10,000 vehicles 

Fatality rate 6.5 4.7 5.3 

Injury rate 131.4 150.7 144.0 
 

 

Sources: FBH Statistical Office and RS Institute of Statistics. 

 

Sources: FBH Statistical Office and RS Institute of Statistics. 

 

2.14 The governments of BH are aware that more needs to be done to improve 

road safety in BH.  The current state of the network, driver behavior and limited 

education, poor or nonexistent enforcement, and significant growth in vehicle ownership 

and use, still make Bosnia and Herzegovina’s one of the worst road safety records in 

Europe.  In 2007, the Global Road Safety Facility, following a request from the 

authorities, financed a Road Safety Management Capacity Review in BH.  The findings 

of this report were bleak, “…road safety performance management across government is 

virtually non-existent, institutional arrangements are weak, interventions are fragmented 

and there is little country focus on achieving results. As more than one stakeholder noted, 

serious road safety work has yet to begin in Bosnia and Herzegovina.” The findings are 

summarized in the following text box. 
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Box 2. A summary of findings of road safety management capacity review 

 

Results focus.   Leadership of a country focused on achieving road safety results in Bosnia and Herzegovina is 

currently lacking.  While ministries of communications and Transport now exist at state and entity levels, their 

leadership role (consistent with European norms) is not yet established.  New arrangements need to be put in place 

to develop capacity for the range of institutional management functions which can deliver understanding of the 

road safety problem (without emphasis on blame) together with the delivery of multi-sectoral data-led strategies 

and countermeasures.  Apart from police data on final outcomes at entity and canton level, no measurement is 

carried out of safety performance including key road user behaviors.  An overarching state road safety strategy and 

entity road safety action plans are needed to set out clear management responsibilities on the part of the different 

government agencies, and to provide for effective coordination arrangements with a dedicated secretariat. 

 

Coordination.  Working relationships across government, both vertically and horizontally, are poor and currently 

impede progress.  Effective multi-sectoral working relationships on road safety need to be established urgently at 

senior managerial level and secretary/assistant minister level with properly financed and supported lead agency 

coordination at state and entity levels.   

 

Legislation.   A framework for primary legislation has recently been introduced to set out the key conditions for 

entry and exit from the road system, but will need further development to meet the road safety task ahead.     

 

Funding and resource allocation.   Road safety funding arrangements are inadequate and lack transparency.  

Funding provision for state level provision of road safety needs to be established urgently. 

 

Promotion.  High level promotion of action to achieve results is not yet carried out. 

 

Monitoring and evaluation. Very limited and incomplete monitoring and evaluation activity is carried out at a 

country level.  Country-wide crash injury data systems, road system registries in the health, justice and Transport 

sectors are envisaged or partially developed and urgently need to allow shared use and better correlation between 

sectors to enable crash injury problems to be identified and understood. Intermediate outcome data are not 

collected.  These are critical threshold issues which need to be addressed as a priority. 

 

Research and knowledge transfer.  National capacity for dedicated road safety research and development and the 

necessary technical support barely exists and needs to be fostered to support future road safety strategy 

development and implementation. 

 

Interventions. A legislative framework is in place which sets out the conditions of entry and exit of drivers and 

vehicles to the road network and this will need to be upgraded progressively, in line with good European practice. 

Similarly there is much potential for national road and vehicle standards and safety methodologies (including safety 

audit and safety rating systems) to be introduced to good European practice in the short term and best practice for 

the longer term.  With some notable exceptions e.g., random breath testing and a 50km/h urban speed limit, key 

safety rules are in place for the use of the system, but compliance is low.   

 

A small hospital-based study in 2000 concluded that drivers and passengers do not have access to active and 

passive vehicle safety systems in accordance with EU standards; a large proportion failed to use seat belts and had 

been found to be over the legal blood alcohol limit. There is a lack of management capacity in the road user 

behavior field which constrains the ability to identify and implement behavior-related policy improvements. There 

is no emergency call system.  Most road crash victims are brought to the hospital by road users. The need for 

improvement in access to the pre-hospital medical system, the reduction of inequalities in trauma care due to 

fragmented health sector insurance and the introduction of country-wide trauma care registries are acknowledged. 

 

Results. While it is clear that there is some evidence of will to improve Bosnia and Herzegovina’s road safety 

performance, no systematic analysis has been conducted to see what could reasonably be achieved.  Challenging 

but achievable final outcome targets need to be set.  In the first instance, intermediate outcomes need to be 

identified (for example, limited data on average speeds indicate that speed limits in many cases will warrant 

review).  Estimates of the socio-economic costs of road traffic crashes, consistent with European Union country 

good practice estimates, need to be established at the national level.    

 

Source: VicRoads Intl. and Jeanne Breen Consulting, (2007). 
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2.15 Some recommendations are to be implemented through the World Bank 

financed Road Infrastructure and Safety project.  The US$5 million assistance15 will 

mainly focus on building the institutional framework and institutional capacity within 

each entity, and will test the implementation of policies and techniques directly in the 

field, through pilot operations in high-risk areas. But coordination and cooperation 

between all stakeholders are vital if a results focused road safety intervention is to be 

introduced and significant improvements in road safety realized in Bosnia and 

Herzegovina.   

Upgrading the magistral road network 

2.16 Each entity has plans to upgrade significant portions of the magistral 

(primary) road network to better serve the growing demand for road Transport. 

The RS is discussing urban bypasses/ring roads for major urban centers i.e., Banja Luka, 

Prijedor, Doboj, Modrica, Bijeljina, Rogetica and Trebinje.  RS is also looking for some 

new alignment for some portion of the magistral (primary) road network (e.g., M16, 

Karanovac-Crna Rijeka; M5, Praca-Mesici; M8, Foca-Pljevlja; M18, Brod na Drini-

Scepan Polje) and for the widening of other sections (e.g., M1.8, Lepnica-Blazevak; 

M14.1, Loncari-Brčko-Bijeljina; M18, Raca-Bijeljina-Tuzla; M5, Pale-Praca; M18, 

Trnovo-Dobro Polje; M20, Tjentiste-Gacko; and, M6, Stolac-Ljubinje).  The Federation 

plans to enhance the characteristics of some sections of road or to build new alignments 

(e.g., M 5, Lashva-Donji Vakuf new alignment; M 5, Renovica-Mesici, new alignment; 

M 4.2, Velika Kladusa-Srbljani, rehabilitation; M 15, Sanski Most-Kljuc, rehabilitation; 

M 6.1, Mostar South bypass new alignment; M 14, Bihac-Bosanska Krupa, rehabilitation.  

In addition, both entities have a program for bridge and tunnel rehabilitation: seventeen 

(17) percent of the existing bridges and eleven (11) percent of the tunnels present serious 

safety issues. 

Development of a motorway network 

2.17 RS is committed to building 400 kilometers of motorways and expressways.  
The core element of this program is the Banja-Luka to Gradiska motorway, a four-lane, 

thirty-four (34) kilometer, median-separated and access-controlled facility that is 

scheduled to be completed in 2009.  RS authorities are also trying to develop the Banja 

Luka-Doboj motorway along a similar design (the state is suggesting building an 

upgraded route first, with bypasses and the possible upgrading to a dual carriageway in 

the longer term).  RS is also trying to involve the private sector in the development of its 

road network, as evidenced by its recent discussions with an Austrian contractor, but 

earlier experience elsewhere with sole-source, negotiated, contracts of this type are not 

promising.  Generally open, competitive bidding has led to considerably better value for 

public money, and avoided any suggestion that governance had been compromised.16 

                                                 
15 Subsequently reduced in the RS, reflecting their general unwillingness to borrow to fund technical 

assistance of this nature. 

16 Hodges and Dellacha (2007) “Unsolicited Infrastructure Proposals: How Some Countries Introduce 

Competition and Transparency” PPIAF Trends and Policy Options Paper Number 5. 
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Construction of the first section is expected to begin in 2010, starting with the 72 km 

Banja Luka to Doboj motorway.17 The overall agreement is to construct more than 400 

kms of motorways along four axes: (i) Novi Grad-Prijedor-Banja Luka-Doboj-Bijeljina-

Serbian border (including the Banja Luka-Doboj link mentioned previously); (ii) 

Gradiska-Banja Luka-Kupres, (iii) Croatian border-Modrica-Doboj-(Corridor Vc); and 

(iv) boundary of FBH-Pale-Ustipraca-Visegrad-Serbian border.  

 

2.18 Efforts within the Federation focus on the Corridor Vc.  To that end, 

considerable effort has been expended to complete pre-feasibility, and feasibility studies, 

environmental reviews, alignment comparisons and preliminary/final designs of Corridor 

Vc. Corridor Vc is the spine of the SEETO core road network in BH and represents the 

North-South motorway link crossing the country.  The corridor extends over roughly 336 

kilometers mainly within the Federation.  Nine sections are identified, with designation of 

sections based on logical geographic, design and hinterland conditions.
18

  The average 

construction cost is BAM 24.0 million (US$32.6 million) per kilometer, with some 

sections displaying unit costs amounting to nearly BAM 40 million (US$53.9 million).  

For some sections, especially for the section south of Sarajevo, savings could be made 

without compromising the capacity of the infrastructure by using expressway 

characteristics instead of the motorway characteristics that are discussed at present.
19

 At 

present, about 30 km north of Sarajevo have been completed, toll booths erected, and 

opened to traffic. The typical cross-section is four median-separated lanes with complete 

control of access.  Additional sections to the north and the south of Sarajevo are to be 

financed out of the Federation budget, or with donor funds.   

                                                 

17 Project documentation has been prepared for Banja Luka to Doboj and for 46 km of Corridor Vc, from 

Doboj to Vukosarlje. For the remaining three sections, project documentation is expected to be completed 

by early 2010. 

18
 The nine sections are: (i) Svilaj-Karuse, length of 59.9 kilometers; (ii) Karuse-Donja Gracanica, length 

of 61.0 kilometers; (iii) Donja Gracanica-Kakanj, length of 23.9 kilometers; (iv) Kakanj-Vlakovo, length 

of 45.4 kilometers; (v) Vlakovo-Tarcin, length of 19.7 kilometers; (vi) Tarcin-Konjic; length of 21.2 

kilometers; (vii) Konjic-Jablanica; length of 14.5 kilometers; (viii) Jablanica-Mostar North, length of 32.3 

kilometers; and (ix) Mostar North-Republic of Croatia, length of 58.2 kilometers. 

19 The standard cross-section that both the Federation and RS are contemplating consists of dual lane 

carriageways with four meter separation, 3.75 meter lane width, complete grade-separation and other 

facilities.  Those characteristics are slightly higher than the ones commonly used in most of Europe. 
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Table 5. Status of Corridor Vc (September 2009) 

 Length 

(km) 

Preliminary 

design 

completed 

(Yes/No) 

Final 

design 

completed 

(Yes/No) 

Scheduled 

construction 

(dates) 

Construction 

started 

(Yes/No) 

Length 

constructed 

(km) 

 Cost    

(BAM 

million) 

Financing 

Sava River-Doboj 62.7 Yes Underway 

(deadline 

Jan 2010) 

2010-12 No - 810.7 EIB 

Strabag 

Doboj-Zenica 58.4 Yes No 2013-17 No - 1,476.7 Unknown 

Zenica-Kakanj 23.7 Yes Yes 2009-11 No - 454 EBRD 
EIB 

Kuwait 

fund 

  Kakanj-Josanica 37.0 Yes Yes 2001-09 Yes 28 300 Budget 

  Josanica-Vlakovo 

(Sarajevo Bypass) 

8.5 Yes Yes 2008-12 Yes 0 200 EBRD 

EIB 
OPEC 

 Vlakovo-Tarcin 18.9 Yes Underway 

(deadline 
Dec 2009) 

2010-12 No - 387 EBRD 

EIB 

Tarčin-Mostar 69.5 Yes No 2014-17 No - 2,272.8 Unknown 

Mostar-South border 57.5 Yes Underway 
(deadline 

May 

2010) 

2010-12 No - 915.9 For one 
part 

EBRD 

EIB 

Note: Costs exclude VAT and not all sub-sections of each section are fully financed. 

Source: State Ministry of Communications and Transport. 
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3 THE DEMAND FOR ROAD TRANSPORT 

Traffic growth on the road network 

3.1 The road network in Bosnia has seen over a twenty five (25) percent increase 

in the number of vehicles compared to the pre-conflict period in 1990.  It has also 

seen a more than doubling of freight and a fifty (50) percent increase in passenger traffic 

since 1996.  More recently, passenger Transport by road has increased by twenty two 

(22) percent in RS over the period 2004-2007 and by fifteen (15) percent in FBH over the 

period 2004-2008 in terms of passenger km.  Meanwhile, freight traffic in ton kilometers 

has also increased markedly: up 195 percent in the RS over the period 2004-2007 and by 

155 percent over the period 2004-2008 in the FBH. This significant increase in traffic has 

been accommodated on the pre-war network which, with the notable exception of the 37 

km of motorway in the Federation and the Banja Luka-Gradiska motorway, has not 

changed fundamentally from the pre-war network. 

 

3.2 While the rate of vehicle ownership remains low compared to that in EU 

countries, it is increasing at a faster rate and from a lower base. GDP per capita 

recovered to its pre-war level in 2005, and has now surpassed pre-war levels.  BH, 

together with Serbia, Montenegro and FYR Macedonia, fall into the “middle lower” 

range of national income economies.  With some 188 passenger vehicles per thousand 

inhabitants in 2008, vehicle ownership remains limited compared to the EU-27 average 

of 464 per 1,000 persons in 2007, although higher than in Romania, Former Yugoslav 

Republic of Macedonia (FYROM), and Turkey.
20

 

Table 6. Number of passenger vehicles per thousand inhabitants (2007 unless stated) 

EU-27 464 

EU-15 500 

France 508 

Germany 501 

Italy 598 

United Kingdom 476 

Romania 164 

Bulgaria 272 

Croatia 336 

FYROM 122 

Turkey 92 

Bosnia and Herzegovina (2008) 188  

Sources: European Commission, Statistical Pocketbook 

2009, FBH Statistics Office, RS Institute of Statistics, BH 

Statistics Office. 

                                                 
20 Population statistics are unreliable since no census has taken place within BH since 1991. According to 

the Federation Agency of Statistics, the population of FBH was estimated at 2,327,195 in mid-2008, 

excluding 521,577 refugees living abroad. Meanwhile, the Republika Srpska Institute of Statistics 

estimated the population in the RS at 1.4 million, while the Agency for Statistics of Bosnia and 

Herzegovina estimated the population in Brčko District at 75,648 in 2008.  There are 239,307 registered 

passenger vehicles in RS and 447,631 in FBH in 2008, and 26,158 in Brčko Administrative District. 
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3.3 BH is likely to continue experiencing rapid growth in vehicle registrations 

over the medium term. Table 7 presents a summary of the number of vehicle 

registrations in BH over the 2005-2008 period, indicating that despite some volatility, the 

annual average rate of growth in BH has been just over four (4) percent over this period.  

A comparison of ownership patterns relative to unit national incomes in the EU countries 

and BH suggests that the country is likely to continue experiencing rapid growth in 

vehicle registrations, particularly for private cars, in the medium term.  However, the rate 

of vehicle ownership is just over half the rate of real GDP growth, which is a surprising 

finding.21 The normal relationship between the two is reflected in an income elasticity of 

around 1.2, which suggests that for every ten (10) percent increase in GDP, vehicle 

ownership would be expected to increase by twelve (12) percent. Understanding this lag 

would require further empirical investigation, but it may reflect the 1999 law prohibiting 

the importation of vehicles that are more than seven years old.     

Table 7. Total vehicle registration in BH (2005-08) 

 2005 2006 2007 2008 

RS 238,339 252,095 245,970 276,885 

  % change 4.7 5.8 -2.4 12.6 

FBH 450,281 465,322 482,765 519,690 

  % change 0.9 3.3 3.7 7.6 

BH (excl Brčko) 688,620 717,417 728,735 796,575 

  % change 2.2 4.2 1.6 9.3 

Sources: FBH Statistical Office and RS Institute of Statistics. 

Modeling Transport demand  

3.4 Until this study, there has been no new attempt to undertake a 

comprehensive assessment of projected demand on the road and rail networks since 

2001.  There have been some modeling activities, but these and the associated forecasts 

have generally been linked to a particular Transport infrastructure project (Corridor Vc), 

or have focused on a discrete sub-region within BH, often using a bottom-up approach. 

The BHTMAP model, which was a classic four stage Transport model, remains the only 

comprehensive aggregate model suitable for the analysis of alternative Transport projects 

within the framework of the entirety of BH.  

 

3.5 The Transport model used in the study also has a traditional four stage 

structure.  The model developed for this study is an enhancement of the earlier model 

including road and rail Transport, and involving a number of linked modules:
22

 (i) trip 

generation; (ii) trip distribution; (iii) assignment; and (iv) mode choice. The basic 

approach involves the delineation of a zone structure for the entire country (forty one 

                                                 
21 Over the period 2004-2008, the rate of vehicle ownership increased eighteen (18) percent, real GDP 

increased by twenty nine (29) percent. 

22 More detail on the modeling approach and the CUBE software is contained in Chapter 5 of the PCI 

(2008) Final TranSec Report. 
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zones in total), together with a series of additional external zones (thirteen zones in total). 

The road and rail network was defined for modeling purposes, including physical 

characteristics, capacity, and condition.  The base traffic (for year 2005) on the network 

was defined through the use of the generation, assignment and mode split modules, and 

calibrated by actual traffic on the network.  The Transport model forecasts were used in 

the formulation of the road infrastructure network needs as well as providing input into 

the assessment of economic viability of the network enhancements.  The forecasts are 

prepared for two future year horizons of 2010 and 2020 under a number of different 

scenarios. 

Future growth on the road network 

3.6 The principal output from the Transport model is a significant increase in 

vehicular traffic. Some 343,600 inter-zonal vehicle trips are projected to occur on a 

typical day in 2020 (Table 8). This number of inter zonal vehicle trips increased from 

198,000 trips in 2005 and 243,000 trips in 2010. This is equivalent to growth approaching 

two hundred (200) percent over the next 15 years. Some ninety (90) percent of the 

projected vehicle trips in 2020 will be by passenger cars, one (1) percent by bus and nine 

(9) percent by trucks. The truck trips are split roughly between two-thirds rigid trucks (up 

to three axles) and one-third articulated trucks (trucks with more than three axles). 

Table 8. Distribution of year 2020 total daily vehicle trips by region 

Region   FBH RS Brcko AD International Total 

FBH 149,100 18,000 2,600 28,000 197,700 

RS 18,000 56,500 3,500 15,700 93,700 

Brcko AD 2,600 3,500 0 1,500 7,600 

International 27,400 15,700 1,500 0 44,600 

Total 197,100 93,700 7,600 45,200 343,600 

Source: PCI (2007). 

 

3.7 The impact of this forecast growth in vehicular traffic was tested using three 

scenarios.  The first scenario (the base scenario) assumes the year 2005 road network, 

together with the committed or highly likely improvements, as summarized below.   
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Projects that are considered 

committed under the base 

scenario 

 The 2007-2011 US$215 million EBRD-EIB-

World Bank funded road rehabilitation program; 

 Banja Luka-Gradiska Motorway;  

 Corridor Vc Motorway between Josanica and 

Kakanj;  

 Sarajevo Bypass of Corridor Vc;  

 Brčko Southern Bypass; and 

 Mostar Bypass of Corridor Vc. 

 

3.8 The predicted growth in vehicle trips, when distributed on this base network, 

indicates that in many places the network would be close to capacity.  This 

assessment rests on what is known as the volume/capacity ratio (V/C).  For planning 

purposes, a volume/capacity (V/C) ratio of 0.80 is adopted as the minimum acceptable 

threshold above which road operations degrade to unacceptable levels.  This would 

engender the usual concomitant in terms of accidents, environmental pollution, and 

increased congestion. The sections where the V/C ratio is predicted to exceed 0.8 are 

listed below, and highlighted in pink in Figure 5. It should be noted that the high V/C 

ratios are not necessarily due to high demand, but to limited capacity.  

Figure 5: Sections of the network expected to experience capacity constraints in the Base Scenario in 

2020 

 

 M-17(corridor Vc) 

particularly Sarajevo-

Zenica; north of Doboj;  

 Sarajevo-Konjic;  

  Jablanica-Mostar;  

 Zenica-Travnik-Jajce-

Banja Luka axis;  

 Travnik retail stores area;  

 Tuzla region along the M-

18 toward Sarajevo; 

 Sarajevo-Pale;  

 Bijeljina region toward 

Brčko and Zvornik; 

 Banja Luka region, in 

particular the roads to 

Jajce, Prijedor, and Doboj;  

 M6.1 link between Mostar 

and Posusje.   

 

3.9 The second scenario (what is termed the motorway scenario) augments the 

base scenario with the completion of Corridor Vc and Banja Luka-Doboj 

motorways.  The development of a motorway on the 336 kms of Corridor Vc in BH is 

seen to be one of the priorities for the country, and the Banja Luka-Doboj motorway is 

similarly seen as a priority for the RS, and so both are included in this scenario.  This 

scenario assumes both are completed in their entirety on these two sections by 2020, and 
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introduced without any toll.
23

  The model predicts that this network enhancement would 

attract a large volume of traffic (up to 35,000 – 40,000 vehicles per day on some sections, 

and with a relatively stable demand along the entire corridor), with considerable 

diversion from other magistral (primary) roads.   

 

3.10 Many of the shortcomings of the base scenario would disappear, but not all, 

in the motorway scenario. Additional investment would appear necessary, along the 

Travnik corridor, and in Banja Luka, Tuzla, and Bijeljina regions.   The clear implication 

is that, in future, road enhancements within BH must proceed along a broader strategy 

than “only build motorways.” It is also important to note that motorways can generate 

their own problems; for example, some parallel links and feeder roads, such as between 

Sarajevo and Zenica, are unlikely to be able to fully accommodate the (relatively) high 

volume of traffic to/from the motorway. 

 
Figure 6. Sections of the network expected to experience capacity constraints in the motorway 

scenario in 2020 

 

 Travnik corridor 

commercial activities; 

 Banja Luka region; 

 Tuzla region; and 

 Bijelina region; 

 

3.11 There is an additional disadvantage to the motorway scenario: the high cost 

of implementation.  Some sections of Corridor Vc are estimated to cost up to BAM 38 

million (US$ 28 million) per kilometer.  Although the motorway network is a priority, 

affordability and viability are key issues, and many of the same benefits can be realized 

by more affordable solutions, for example, building expressways with a lower design 

speed and less stringent geometric characteristics.  The exact saving of an expressway 

                                                 
23

 All the scenarios assume no-tolls, in the absence of robust willingness to pay data and the likely 

response.  The imposition of any form of toll will reduce the predicted volume, in that some proportion of 

traffic at the margin will divert to alternative, and free, routes of travel, some which change modes, and 

some will not travel. However, preliminary experience around Sarajevo, at seven percent, suggests that 

diversion could be modest. 
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option would still need to be appraised in detail, but as one example, the unit costs for the 

Travnik Expressway are estimated to be BAM 7.4 million per kilometer (US$ 5.5 

million), rather than the BAM 16.1 million (US$ 12 million) for the proposed motorway.  

This will reduce neither the mobility benefits, nor constrain capacity, as expressways can 

have a capacity of 40,000 vehicles per day at a minimum, which exceeds the predicted 

requirements in 2020.   

 

3.12 Accordingly, a third composite, or intermediate scenario has been designed 

to satisfy traffic demands in a viable and affordable manner.  This intermediate 

scenario is intended to satisfy the traffic demand while remaining economically feasible. 

It consists of the base network plus network enhancements proposed by the entities (see 

Table 1 below for a comprehensive list of the proposed investments).  It does not include 

motorways beyond those segments that are part of the base network.  Provided this entire 

program is implemented, it is believed that most of the demand at the 2020 horizon 

would be met except for some limited portions of the Corridor Vc (between Sarajevo and 

Zenica) and some sections around Banja Luka, Tuzla and Sarajevo.  The projects under 

this scenario are shown in the Table below.  
 

Table 9. TranSec road projects under the 2020 intermediate scenario 

Designation Sponsor Improvement Name Length (km) Cost (Mill BAM) 

Corridor Vc State 4L Motorway Sava-Doboj 60 645.0 

Corridor Vc State 4L Motorway Doboj-Zenica 61 1,420.6 

Corridor Vc State 4L Motorway Zenica-Kakanj 24 418.9 

Corridor Vc State 4L Motorway Vlakovo-Mostar 88 2,460.7 

Corridor Vc State 4L Motorway Mostar-Metkovic 58 833.0 

M-14 FBH 2L Main Bihac-Bos. Krupa 30 45.0 

M-15 FBH 2L Main Kljuk-Sanski Most 39 13.0 

M-17.3 FBH 2L Main Stolac-Neum 55 42.0 

M-18 FBH 2L Main Sarajevo-Tuzla 108 270.0 

M-4 TranSec 4L Xway/ 2L Main Doboj-Tuzla 56 197.6 

M-4.2 FBH 2L Main Srbljani-V. Kladusa 47 18.0 

R-416a FBH 2L Regional Prolog-Vaganj 16 13.0 

New FBH 4L Expressway Lashva-D. Vakuj 54 400.0 

M-6/15 TranSec 2L Main Mostar-Posuje 45 49.5 

M-5 FBH 2L Main Renovica-Mesici 20 95.0 

New FBH 4L Motorway Tuzla-Sava river 61 800.0 

New RS 4L Motorway Banja-Luka – Doboj 86 1,376.0 

M-1.8 RS 2L Main Lepnica-Blazevak 18 18.0 

M-14.1 RS 2L Main Loncari-Bijeljina 50 40.0 

M-14/19 TranSec 2L Main Bijeljina-Znormik 50 63.0 

M-16 RS 2L Main Karanovac- C.Rijeka 25 120.0 

M-18 RS 2L Main Raca-Biljeljina-Tuzla 80 70.0 

M-18 RS 2L Main Tmovo-Dobro Polje 12 12.0 

M-18 RS 2L Main B.n. Drini-Scepan Polje 14 50.0 

M-20 RS 2L Main Tjentiste-Gacko 30 60.0 

M-20/5 TranSec 2L Main Gorazde-Visegrad 41 90.2 

M-4/16 TranSec 2L Main Prijedor-Karanovac 60 82.0 

M-5 RS 2L Main Praca-Mesici 20 90.0 

M-5 RS Tunnel Pale-Praca 1 16.0 

M-5 TranSec 2L Main Sarajevo-Pale 10 22.0 

M-6 RS 2L Main Stolac-Ljubinje 16 20.0 

M-8 RS 2L Main Foca-Pljevlja 14 60.0 

R-405 RS 2L Regional Bronzani-Sanski Most 32 30.0 

R-406 RS 2L Regional Prijedor-Stari Majdan 24 24.0 

R-413 RS 2L Regional Knezevo-Turbe 32 30.0 

R-452/454 RS 2L Regional Bratunac-Zeleni jadar 35 34.0 

R-453 RS 2L Regional Zelenj Zadar-Srebenica 10 10.0 
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R-462a/463 RS 2L Regional Samac-Loncari 22 24.0 

R-474 RS 2L Regional Srbac-Ukrina 25 24.0 

R-477 RS 2L Regional Mrakovica-Vrbaska 31 30.0 

R-477 RS 2L Regional Catrnja-Nova Topola 5 6.0 

    1565 10,122.5 

Source: PCI (2007) – Task C: The Road Sector report. 

 

3.13 The estimated total cost of the “Intermediate” scenario is BAM 10.12 billion 

(US$ 7.5 billion) or nearly fifty (50) percent of 2007 GDP. The advantage of this 

scenario is that many of the shortcomings of the ”base” and ”motorway” scenarios 

disappear as illustrated in Figure 7, at a considerably reduced cost.  However, some 

problem spots remain, including Corridor Vc frontage roads between Sarajevo and Zenica, as 

well as road sections near Banja Luka, Tuzla and Sarajevo. But this remains a significant sum 

and candidate projects are subjected to further prioritizations in subsequent sections of 

this review.   
 

Figure 7. Sections of the network expected to experience capacity constraints under the 

intermediate scenario in 2020 
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4 PRIORITIZING INVESTMENTS IN THE INTERMEDIATE SCENARIO 

Assessment of economic viability 

4.1 This section reports the findings from a strategic assessment of economic viability 

for the priority projects included in the intermediate scenario in the last chapter.  The 

broad approach involves the use of the Transport model, developed during the study, to 

forecast traffic on the road network, both with and without the projects proposed, and 

assess the implications in terms of the vehicle-operating costs and vehicle speeds on the 

network. The difference between the ”without project scenario” and the ”with project” 

scenario, is the benefits in terms of vehicle operating cost savings and travel time savings 

for each year in the appraisal period.  This approach is a stylized assessment of the 

economic viability, overlooking a number of the costs and benefits of the proposed 

projects including inter alia, the potential accident cost savings and the environmental 

and social costs. However, it is considered appropriate for a study of this nature. 

The economic benefits 

4.2 The Vehicle Operating Costs (VOCs) are calculated by multiplying vehicle-

kilometer (by vehicle type, produced by the Transport model) by the unit vehicle 

operating cost by speed range. The saving in vehicle operating cost is defined as a 

difference between the vehicle operating cost of “With” and “Without” condition. 

4.3 The Travel Time Cost Savings (TTCS).  The study assumes that business trips are 

valued at the rate of the average gross wage in the country of journey origin. The gross 

wage means the employer’s costs for one hour of the employer’s time, including the 

taxes, retirement and social benefits, and other expenditures in connection with the 

employees.  The study also assumes that the value of other (non-business) trips is thirty 

(30) percent of the average net wage in the country of the journey origin.  

The economic costs 

4.4 Financial costs have been converted into economic costs by eliminating physical 

and price contingencies, VAT and other taxes and duties, and excluding land acquisition, 

design and supervision costs. The study assumed as a general rule, based on the work 

undertaken for the Feasibility Study for Corridor Vc, a conversion factor of 0.89 to 

convert financial costs into economic costs. The resulting economic costs for the above 

projects are reported in Table 10. 
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Table 10. TranSec road projects under the 2020 intermediate scenario 

 

 

 

Designation 

 

 

 

Sponsor 

 

 

 

Improvement 

 

 

 

Name 

Annual 

Maintenance 

costs (Mill 

km) 

 

Economic 

Cost (Mill 

BAM) 

 

 

Construction 

Period (Yrs) 

Corridor Vc State 4L Motorway Sava-Doboj 1.5 574.1 4 

Corridor Vc State 4L Motorway Doboj-Zenica 1.5 1,264.3 5 

Corridor Vc State 4L Motorway Zenica-Kakanj 0.6 372.8 4 

Corridor Vc State 4L Motorway Vlakovo-Mostar 2.2 2,190.0 5 

Corridor Vc State 4L Motorway Mostar-Metkovic 1.5 741.4 4 

M-14 FBH 2L Main Bihac-Bos. Krupa 0.5 40.1 2 

M-15 FBH 2L Main Kljuk-Sanski Most 0.6 11.6 2 

M-17.3 FBH 2L Main Stolac-Neum 0.8 37.4 2 

M-18 FBH 2L Main Sarajevo-Tuzla 1.6 240.3 3 

M-4 TranSec 4L Xway/ 2L Main Doboj-Tuzla 0.8 175.9 3 

M-4.2 FBH 2L Main Srbljani-V. Kladusa 0.7 16.0 1 

R-416a FBH 2L Regional Prolog-Vaganj 0.1 11.6 2 

New FBH 4L Expressway Lashva-D. Vakuj 1.4 356.0 3 

M-6/15 TranSec 2L Main Mostar-Posuje 0.7 44.1 2 

M-5 FBH 2L Main Renovica-Mesici 0.3 84.6 3 

New FBH 4L Motorway Tuzla-Sava river 1.5 712.0 3 

New RS 4L Motorway Banja-Luka – Doboj 2.2 1,224.6 5 

M-1.8 RS 2L Main Lepnica-Blazevak 0.3 16.0 2 

M-14.1 RS 2L Main Loncari-Bijeljina 0.8 35.6 2 

M-14/19 TranSec 2L Main Bijeljina-Znormik 0.8 56.1 3 

M-16 RS 2L Main Karanovac- C.Rijeka 0.4 106.8 3 

M-18 RS 2L Main Raca-Biljeljina-Tuzla 1.2 62.3 2 

M-18 RS 2L Main Tmovo-Dobro Polje 0.2 10.7 2 

M-18 RS 2L Main B.n. Drini-Scepan Polje 0.2 44.5 3 

M-20 RS 2L Main Tjentiste-Gacko 0.5 53.4 2 

M-20/5 TranSec 2L Main Gorazde-Visegrad 0.6 80.3 2 

M-4/16 TranSec 2L Main Prijedor-Karanovac 0.9 73.0 3 

M-5 RS 2L Main Praca-Mesici 0.3 80.1 2 

M-5 RS Tunnel Pale-Praca 0.1 14.2 2 

M-5 TranSec 2L Main Sarajevo-Pale 0.2 19.6 3 

M-6 RS 2L Main Stolac-Ljubinje 0.2 17.8 3 

M-8 RS 2L Main Foca-Pljevlja 0.2 53.4 2 

R-405 RS 2L Regional Bronzani-Sanski Most 0.3 26.7 2 

R-406 RS 2L Regional Prijedor-Stari Majdan 0.2 21.4 2 

R-413 RS 2L Regional Knezevo-Turbe 0.3 26.7 3 

R-452/454 RS 2L Regional Bratunac-Zeleni jadar 0.3 30.3 2 

R-453 RS 2L Regional Zelenj Zadar-Srebenica 0.1 8.9 2 

R-462a/463 RS 2L Regional Samac-Loncari 0.2 21.4 2 

R-474 RS 2L Regional Srbac-Ukrina 0.2 21.4 2 

R-477 RS 2L Regional Mrakovica-Vrbaska 0.2 26.7 2 

R-477 RS 2L Regional Catrnja-Nova Topola 0.1 5.3 2 

       

Source: PCI (2007) – Task C: The Road Sector report. 

Results of the strategic economic appraisal 

4.5 In developing benefit and cost streams, and assessing strategic economic 

viability, the following assumptions are employed: (i) construction work for each starts 

at the beginning of year 2008; (ii) the construction period for each project is defined as 

indicated in Table 10; (iii) economic benefits will only commence after the completion of 

each project respectively; (iv) prospective salvage values for bridges, structures and 

earthworks at the end of the appraisal period are not included in the calculation; and (v) 

all costs and benefits are discounted at a twelve (12) percent discount rate. All figures are 

expressed in constant 2005 prices. The resulting Net Present Value (NPV), Economic 

Internal Rate of Return (EIRR) and B/C Ratio are reported in Table 11. 
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Table 11. Priority road projects in the 2020 intermediate scenario based on economic performance 

 

Designation 

 

Improvement 

 

Name 

NPV (mill 

BAM) 

 

EIRR 

 

B/C Ratio 

Projects that are included based on the strategic assessment of economic viability 

Corridor Vc 4L Motorway Sava-Doboj 175.0 17.0 1.55 

Corridor Vc 4L Motorway Doboj-Zenica 280.1 15.9 1.43 

Corridor Vc 4L Motorway Zenica-Kakanj 112.7 17.0 1.55 

M-14 2L Main Bihac-Bos. Krupa 38.1 24.4 2.40 

M-15 2L Main Kljuk-Sanski Most 4.3 17.3 1.39 

M-18 2L Main Tmovo-Dobro Polje 0.8 13.3 1.11 

M-18 2L Main Sarajevo-Tuzla 257.3 26.0 2.75 

M-4 4L Xway/ 2L Main Doboj-Tuzla 328.1 33.4 4.11 

M-4.2 2L Main Srbljani-V. Kladusa 64.6 52.1 5.07 

New 4L Expressway Lashva-D. Vakuj 2,120.4 60.9 11.14 

M-6/15 2L Main Mostar-Posuje 199.6 54.9 7.41 

M-5 2L Main Renovica-Mesici 12.2 14.4 1.24 

New 4L Motorway Banja-Luka – Doboj 368.9 17.1 1.58 

M-1.8 2L Main Lepnica-Blazevak 40.4 39.2 4.52 

M-14.1 2L Main Loncari-Bijeljina 268.4 75.0 11.10 

M-14/19 2L Main Bijeljina-Znormik 134.6 37.8 4.69 

M-16 2L Main Karanovac- C.Rijeka 24.0 15.7 1.38 

M-18 2L Main Raca-Biljeljina-Tuzla 73.6 26.8 2.61 

M-20/5 2L Main Gorazde-Visegrad 17.3 15.4 1.33 

M-4/16 2L Main Prijedor-Karanovac 148.3 34.8 4.15 

M-5 2L Main Sarajevo-Pale 16.3 23.1 2.27 

M-6 2L Main Stolac-Ljubinje 4.2 15.6 1.34 

R-405 2L Regional Bronzani-Sanski Most 14.9 19.9 1.82 

R-413 2L Regional Knezevo-Turbe 0.9 12.5 1.05 

R-474 2L Regional Srbac-Ukrina 6.6 16.7 1.46 

      

Projects that are excluded based on the strategic assessment of economic viability 

Corridor Vc 4L Motorway Vlakovo-Mostar -123.6 10.8 0.89 

Corridor Vc 4L Motorway Mostar-Metkovic -76.9 9.9 0.81 

New 4L Motorway Tuzla-Sava river -81.3 9.8 0.80 

M-17.3 2L Main Stolac-Neum -24.5 - 0.13 

M-18 2L Main B.n. Drini-Scepan Polje -24.2 - 0.09 

M-20 2L Main Tjentiste-Gacko -26.2 - 0.25 

M-5 2L Main Praca-Mesici -11.8 9.1 0.75 

M-5 Tunnel Pale-Praca -7.3 - 0.20 

M-8 2L Main Foca-Pljevlja -30.8 - 0.03 

R-406 2L Regional Prijedor-Stari Majdan -12.6 - 0.12 

R-416a 2L Regional Prolog-Vaganj -6.9 - 0.13 

R-452/454 2L Regional Bratunac-Zeleni jadar -17.9 - 0.12 

R-453 2L Regional Zelenj Zadar-Srebenica -5.4 - 0.10 

R-462a/463 2L Regional Samac-Loncari -8.4 3.2 0.41 

R-477 2L Regional Mrakovica-Vrbaska -12.1 - 0.33 

R-477 2L Regional Catrnja-Nova Topola -3.1 - 0.18 

   1,565   

Source: PCI (2007) – Task C: The Road Sector report. 

4.6 There are sixteen projects which are not considered a priority at this time 

based on the estimated economic return alone.  The projects which are screened out at 

this stage include two sections of Corridor Vc south of Sarajevo (Vlakovo-Mostar and 

Mostar-Metkovic segments), reflecting the high cost of constructing a motorway in 

mountainous terrain, and/or the modest assigned traffic volumes.  Also excluded at this 

stage is the proposed Tuzla-Sava River motorway, reflecting the very weak economic 

case for a motorway along the proposed alignment.  Assigned demand within the 

corridors east of Sarajevo in the direction of Montenegro and Serbia, is also modest, and 
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unlikely to change in the near-term future, undermining the inclusion of much of the M-

18.   

4.7 However, the screening process does not imply that these projects should not 

be built, merely that in a constrained environment, these do not appear to be 

priorities at this time, on the basis of the strategic economic assessment.  It is 

important to reiterate that the estimated economic criteria only reflect the direct benefits 

from vehicle operating cost savings and vehicle time savings, and exclude accident cost 

savings and maintenance savings, and other indirect benefits, which may exist for 

potential project sponsors which can justify expenditure of funds from available local 

sources. A pre-requisite to further consideration of any of these projects would be a 

robust pre-feasibility study, as a first step in the project cycle. 

4.8 The screening results in twenty-five priority projects which are assessed to be 

the most beneficial in economic terms.  The strategic economic assessment has 

identified twenty five priority projects, which are assessed to be the most beneficial in 

economic terms, and the most necessary, over the next twenty years.  The essential next 

step involves the necessary preparatory work, where this is lacking, pre-feasibility and 

feasibility studies, together with the requisite environmental and social studies, and 

subsequently the preparation of the detailed design.  Since even this sub-set will require a 

total capital investment of some BAM 5.57 billion (US$4.1 billion), further prioritization 

would appear essential.    
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5 FINANCING THE ROAD SECTOR  

Current and historical expenditures in the sector 

5.1 FBHRD’s expenditures on the magistral (primary) road network have been 

rising since 2007.  The funds expended on routine and winter maintenance have 

increased markedly over the period 2004-2008, excepting a recent slight downturn 

reflecting the impact of the economic crises (see Table 3).  Approximately BAM 30 

million per year (US$22 million) is now spent on the maintenance of magistral (primary) 

roads from the public budget,24 which translates into approximately BAM 8800 per km 

(US$6,500) for routine maintenance, and approximately BAM 6600 per km (US$4,900) 

for winter maintenance. The former is approximately twenty-five (25) percent more than 

the estimated average cost per km for routine maintenance (BAM 6,500, US$4,800) on 2 

lane bituminous highways in the World Bank ROCKS database.25 While such 

comparisons need to be treated with a considerable degree of caution, reflecting 

contextual and definitional differences, the differential might be indicative of 

inefficiencies associated with market and/or current practices.   

Table 12. Public expenditures on magistral road maintenance in FBH 2004-2009 (BAM million) 

Type of maintenance 2004 2005 2006 2007 2008 2009 

Current maintenance 25.5 30.3 32.2 31.0 32.4 31.9 

    Routine 13.9 16.1 18.4 19.0 20.1 17.9 

    Winter 11.6 14.2 13.8 12.0 12.3 14.0 

Capital expenditures 5.5 0.5 1.2 16.4 20.6 18.7 

Total Public Expenditures 31.0 30.8 33.4 47.4 52.4 50.6 

Source: FBHRD. 

 

5.2 Annual maintenance expenditures on the FBH regional road network are not 

readily available. Responsibility for the management of the regional road network in 

FBH lies with the cantons, and there is little reliable information available on the amount 

of recurrent expenditure on the network.  There is also little information on the condition 

of the regional road network.  One way of gaining an indication of expenditure 

requirements on regional roads is to use a simple unit cost, as above, for average routine 

maintenance costs on roads of similar characteristics (around 4,200 BAM per km, US$ 

3100). This suggests that the average budget required for routine maintenance on the 

regional road network is BAM 11 million per year (US$8 million), with a further BAM 9 

million (US$6.6 million) for winter maintenance. This comparison also excludes the cost 

of periodic maintenance on the regional road network. 

 

                                                 
24 These numbers exclude any capital expenditures financed by multilateral or bilateral donors. 

25 The ROCKS database provides an estimated cost of US$3,500 per km in Constant 2000 US$, which can 

be updated with an appropriate GDP deflator (see www. BEA.Gov) and converted into BAM for 

comparative purposes. 
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5.3 The RS now spends BAM 57 million (US$42 million) a year on recurrent 

expenditures on the magistral (primary) and regional road networks.  There is a 

significant difference in responsibilities for the road network in the FBH and RS.  In the 

former, the FBHRD is responsible for the maintenance of the magistral (primary) road 

network, the respective cantons are responsible for the maintenance of the regional 

(secondary) roads, and the municipalities maintain the local (tertiary) roads.  In the RS, 

RSR maintains all magistral (primary) roads and regional roads, and local ones are 

maintained by local administrative units.  By law, RSR is responsible for the magistral 

(primary) road network and regional roads in RS, which is at present made out of 1,763 

km of magistral roads and 2,157 km of regional roads.  The whole network is divided into 

13 regions.   The unit costs for routine and winter maintenance are BAM 11,600 (US$ 

8,600) per km, and BAM 2,900 (US$2,150) per km, respectively.  

Table 13. Expenditures on magistral and regional road maintenance in RS 2005-2009 (BAM million) 

Type of maintenance 2005 2006 2007 2008 2009 

Current maintenance 27.5 28.4 31.2 56.8 57.0 

    Routine 15.9 19.9 23.0 45.1 45.5 

    Winter 11.5 8.4 8.2 11.7 11.5 

Capital expenditures 13.8 4.5 9.5 34.2 44.7 

Total Expenditures 41.3 32.9 40.7 91.2 84.0 

Source: RSR.  

Expenditure requirements on the magistral and regional networks 

5.4 The financing requirements of the magistral and regional road networks 

include three categories of future expenditure needs:  

i. The recurrent expenditure needs in terms of routine, winter and scheduled 

periodic maintenance that are necessary to ensure that the recovered road network 

is maintained in good condition (what can be termed the normal maintenance 

needs);  

ii. The annualized capital expenditure requirement necessary to clear any current 

maintenance backlog and return the road network, (of a size commensurate with 

current and projected demand), to good condition; and 

iii. The development needs of the network—the level of additional capital 

expenditure necessary to upgrade the network to keep pace with growing traffic 

volumes and the needs of a competitive market economy.  

5.5 The estimated recurrent expenditure required to keep the magistral and 

regional road networks in a “steady state” amounts to BAM 155 million (US$115 

million) per year.  This estimate includes an aggregate of BAM 85 million (US$63 

million) for routine and winter maintenance (approximating current levels of expenditure) 
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and just under BAM 70 million (US$51.9 million) for periodic maintenance.26 This 

estimate is based on the defined unit costs for specific activities, together with the current 

length of network and classification, the assumed interventions, and an overall objective 

of sustaining the current condition of the road networks. 

Table 14. Estimated BH road maintenance needs (2010-2018) in BAM million. 

Road Class Activity   2010 2011 2012 2013 2014 2015 2016 2017 2018 

Magistral Addressing backlog  100.3 100.3 100.3 100.3 0.0 0.0 0.0 0.0 0.0 

 Routine/winter  50.3 50.3 50.3 50.3 50.3 50.3 50.3 50.3 50.3 

 Periodic  40.6 40.6 40.6 40.6 40.6 40.6 40.6 40.6 40.6 

 Total (magistral)  191.1 191.1 191.1 191.1 90.9 90.9 90.9 90.9 90.9 

            

Regional  Addressing backlog  82.3 82.3 82.3 82.3 0.0 0.0 0.0 0.0 0.0 

 Routine/winter  35.3 35.3 35.3 35.3 35.3 35.3 35.3 35.3 35.3 

 Periodic  28.5 28.5 28.5 28.5 28.5 28.5 28.5 28.5 28.5 

 Total (regional)  146.1 146.1 146.1 146.1 63.8 63.8 63.8 63.8 63.8 

            

Total (main and regional only)   337.2 337.2 337.2 337.2 154.6 154.6 154.6 154.6 154.6 

Source: Study Data. 

5.6 The capital expenditure necessary to address the backlog of maintenance 

expenditure has been estimated at BAM 913 million (US$676 million), or nearly six 

(6) percent of 2007 GDP. This estimate is again based on the unit costs for specific 

activities, together with the current length of network and classification, the assumed 

interventions, and a policy objective of returning all roads to good condition.  An 

updating of the current functional classification, or a willingness to accept a lower quality 

standard on lower category/volume roads, would be expected to lead to a corresponding 

decrease in the estimate of both backlog and normal maintenance needs. The annual 

expenditure needs to clear this maintenance backlog over a five year period would be 

BAM 182.6 million (US$135 million) to clear the maintenance backlog on the magistral 

and regional road network.   

5.7 The total maintenance needs (routine, winter, periodic and backlog) for the 

magistral and regional road networks in BH has been estimated at some BAM 337 

million (US$250 million) per year over the next five years. Neither of the above 

estimates considers the ongoing BAM 292 million (US$215 million equivalent) initiative 

jointly sponsored by the EIB, the EBRD, and the World Bank, to reduce the maintenance 

backlog on the magistral and regional road networks. However, while this initiative is 

expected to have a substantial positive impact, it will not clear the maintenance backlog 

at its current scale. In addition, inadequate maintenance expenditures in the interim are 

likely to reduce the benefit of this joint program on the accumulated backlog.  

5.8 A significant financing gap exists.  Even assuming a sum of this size could be 

absorbed in the sector, which given implementation constraints in recent years is not 

                                                 
26 Predicating an overlay of 40mm of asphalt every seven years. 
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guaranteed, there would appear to be a significant financing gap at current levels of 

revenue, without considering the requirements of the development plans in the sector. 

Current revenues to the sector  

5.9 In the road sector, the main sources of financing are the fuel fee and vehicle 

registration fees. The fuel fee, collected by the Indirect Tax Administration (ITA) is now 

BAM 0.25 per liter, having been increased from BAM 0.15 per liter in July 2009.  These 

two sources account for over seventy percent (70) percent of total revenue for both the 

FBHRD and the RSR. However, the main source of revenue remains the fuel fee, which 

accounted for over fifty (50) percent of FBHRD revenue in 2007.  These funds are, in 

theory, to cover all road maintenance expenditures, routine, winter and scheduled 

periodic, together with development expenditures in the form of reconstruction, upgrades 

and new construction, and road related debt servicing. The BAM 0.1 per liter increase in 

the fuel fee was introduced specifically to fund the development of the respective 

motorway and expressway networks in the two entities. From July 2009 to August 2010, 

BAM 23 million were collected in a separate treasury sub-account, but had not been 

distributed by the ITA, as no agreement has been reached on how to divide the funds 

between the two entities. A resolution to the problem was expected by the end of 2009.  

 

5.10 The revenue raised from the fuel fee is collected together with other proceeds 

from all the other indirect taxes and put in one common fund. The revenues raised 

from the fuel fee go to a single account, of which sixty five (65) percent of funds go to 

FBH, thirty-two (32) percent to RS, and the remainder to Brčko District. Out of this, 4.9 

percent of FBH revenues were earmarked to roads, but this was changed to 3.9 percent in 

2007—the funds are then distributed as follows: 40 percent to magistral roads, 35 percent 

for local roads (municipalities) and 25 percent to cantons for regional roads. In the case 

of RS, 4 percent of RS revenues go directly to the road company, up from 3.5 percent in 

2009. Thus, the total amount of funds earmarked for roads is a function of the size of 

total revenues, and not directly related to the revenue collected from the fuel fee. Thus a 

strong element of variability has been introduced into the funding streams at all levels, as 

their primary source of income is now subject to various layered decision-making 

processes beyond their control. It is thus practically impossible to plan company budgets 

with the same degree of certainty as under the ‘old’ scheme involving a direct (and 

predictable) allocation of revenue from the ‘old’ fuel fee.  

 

5.11 The revenue from the fuel fee and vehicle registration fees accounts for 

between 75-80 percent of total revenues. Table 15 presents actual revenues for the 

FBHRD for the period 2007-2009, and planned revenues for 2010.  Revenue from the 

fuel fee and vehicle registration charges comprises the majority of total revenue. Road 

assistance and information services, and rent for the use of public land represent the only 

other significant sources of revenue, but they are minor in comparison. 
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Table 15. FBHRD Revenues 2007-2010 planned (BAM 000) and share (%) 

Actual Actual Actual 

2007 2008 2009

1 Charges 69,950 74,050 63,900 63,150 97.3%

1.1   Fuel Fee 46,500 48,550 36,000 37,000 57.0%

1.2   Registration –road charges-physical persons 12,000 12,500 13,250 12,700 19.6%

1.3   Registration-road charges-legal persons 6,000 6,500 7,450 6,700 10.3%

1.4   Road Assistance and Information services 4,000 4,300 4,500 4,500 6.9%

1.5   Use of road land 1,000 1,200 1,300 1,100 1.7%

1.6   Outstanding transports 350 500 650 600 0.9%

1.7   Exceed use of road (scales) 100 500 750 550 0.8%

2 Other revenues 680 785 900 750 1.2%

2.1  Advertising panels 500 500 600 500 0.8%

2.2  Interest rates 40 85 100 100 0.2%

2.3  Approvals 90 100 100 75 0.1%

2.4  Tenders 50 100 100 75 0.1%

3 International organizations funds -EUFOR 2,895 70 - -

3.1 Ongoing projects of rehabilitation and reconstruction 2,209 - - -

3.2  Winter maintenance 637 70 - -

4 FBH Budget Funds 2,895

5 Funds out of GSM license 6,450

6 Additionally specified revenues 100 350 1,250 500 0.8%

7 Non disbursed reserves 600

8 Road infrastructure appraisal

9 Grant of Italian Government for Mostar South Bypass (through EIB) 375 250 0.4%

10 EBRD grant “Business planning and Management” 490 200 0.3%

11 EBRD credit no.31788–remaining credit for Neum-Stolac 78 0.1%

TOTAL 83,521 75,255 66,915 64,928 100%

Share (%)
Item DESCRIPTION

Budget 2010

Source: FBHRD. 

 

5.12 In addition, as of June 1, 2008, FBH has introduced an open toll system for 

motorways, with one toll station in Sarajevo.27 At present the toll is BAM 1.5 per 

vehicle of first category, rising to BAM 7 for long trucks and buses, and is only paid if 

the vehicle reaches the toll station. However, it is scheduled that three additional toll 

stations under construction will be built in the spring of 2010, and the system will be 

closed.  At this point the toll will be equal to BAM 0.11 per kilometer. The introduction 

of a toll on this section, and the increase in the fuel fee of BAM 0.10 per liter, means 

essentially that users of the motorway are paying twice for the same road. This essentially 

represents a double taxation of motorway users, and introduces a cross-subsidy from all 

road users, who pay the fuel fee irrespective of whether they use the motorway, to 

motorways users.  Since the latter comprise transit traffic, business users and car users, 

higher income groups, it is also a regressive move.  Despite this, the level of diversion is 

estimated at less than seven (6.7) percent of traffic after the introduction of the toll. 

 

5.13 Between June 2008 and June 2009 BAM 10.2 million (US$7.6 million) were 

collected, significantly above the BAM 6 million (US$4.4 million) projected by the 

Federation Highway Directorate (FBHHD). At present about BAM 2 million have 

been used for salaries and a further BAM 3 million (US$2.2 million) for maintenance, 

with the surplus of funds used for land acquisition for Corridor Vc. Once the closed toll 

system is introduced, the FBHHD is projecting that revenues will rise to BAM 20 million 

                                                 
27 The motorway AADT in August 2009 was 14,884. 
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(US$14.8 million) per year, generating a surplus over and above salaries and maintenance 

of BAM 9 million (US$6.6 million). 

Closing the financing gap 

5.14 At present, the revenues allocated to the sector do not cover the full 

maintenance requirements of the magistral and regional network.  Additional funds 

are required to clear the maintenance backlog, to develop the primary and secondary 

network to meet the growing demand for Transport, and to sustain the magistral and 

regional network once returned to good condition.  In January 2007, the committee28, in 

charge of optimizing road user charges issued three main recommendations on how to 

adjust those charges to the road sector needs.  The three main recommendations from the 

January 2007 review were:   

 

(i) The BAM 0.15/liter fuel fee was acknowledged to be insufficient as it only 

generates sufficient funding for the routine and winter maintenance of the 

magistral (primary) and regional (secondary) roads (and the ear-marked portion 

for the development of the motorway network).  It acknowledged that the level of 

fuel duty in BH was low in comparative terms (nine percent) is low compared to 

that of other nations. The comparative experience ranges from 15 percent of per 

liter sales in the EU earmarked for road maintenance, to 25 percent of sales in 

Serbia earmarked for maintenance and construction of roads.  The revenues 

should also be entirely redirected to specific accounts of organizations responsible 

for the magistral (primary), regional and local road networks–only about 50 

percent is financing the road sector at present.  These accounts should be special 

sub-accounts of the Indirect Tax Administration, and the accruing resources 

should not be used for payment of foreign debt, funding of state bodies or other 

obligatory services; 

 

(ii) By year 2010, the total amount of the fuel fee for financing road maintenance, 

rehabilitation and construction should be increased to 25 percent of the retail fuel 

price.  The increase in the allocation of funds should be introduced over time to 

ensure that no other spending priorities suffer a reduction in their nominal funding 

levels.  It is estimated that this would provide sufficient expenditures for the 

financing of all necessary maintenance on the magistral (primary) and regional 

network, the construction of some additional sections along Corridor Vc, and the 

construction/upgrading of priority sections of the magistral (primary) and regional 

(secondary) networks.  

 

(iii) A unified system of vehicle registration fees should be put in place.  The 

system that is presented considers a fee for trucks based on vehicle mass plus 

loading capacity from BAM 48 per year for trucks up to three tons; to BAM 526 

plus BAM 69 per ton for trucks over 10 tons.  Buses and similar vehicles should 

be charged on a per-seat basis, recommended at BAM 10 per registered seat.  The 

                                                 
28 The committee, which includes representatives of the state, the entities, and all ethnic communities, was 

established in 2005 by the MOCT. 
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fee for trailers would be based on vehicle mass plus loading capacity (from BAM 

36 per annum per ton for trailers up to three tons, and up to BAM 1,000 plus 

BAM 106 per ton over 20 tons for trailers over 20 tons.  The fee for passenger 

cars and similar vehicles would be set to a flat rate of BAM 25 per year. 

 

5.15 Accordingly, the BAM 0.15/liter fuel fee was increased to BAM 0.25 per liter 

fuel on June 18, 2009.  But the entire increase of BAM 0.10 per liter will be allocated to 

the respective entity motorway directorates to fund the development of the motorways. 

But the problem of inadequate revenues for the maintenance of the remainder of the 

network remains.  The realization of sufficient revenues will require an increase in the 

level of the duty collected, together with an adjustment of the taxation scheme.    

Attracting private finance will be essential to meet the development needs 

5.16 Both entities are aware of the need to attract private finance. In the RS, the 

authorities decided that direct negotiation with one potential concessionaire for more than 

400 km of motorway was the most appropriate option, despite earlier, largely negative 

experience.29  In 2008, Strabag won a euro 2.9 billion bid to build a 397 km long 

motorway network. The design for the road section connecting Banja Luka to Doboj (72 

km) will be finalized before end-2009, with construction expected to start by spring 2010 

according to the RS Ministry of Transport and Communications. In the Federation, 

construction has been completed on a number of sections of Corridor Vc, with additional 

sections in the pipeline.  In this context, it is urgent that transparent guidelines be put in 

place to define relationship boundaries, capital or otherwise, between governments and 

the private sector.  The importance of clear guidelines and a clear and strong institutional 

framework is even more critical given the recent global economic crises that have left the 

private lending markets severely strained.   

 

5.17 Investors continue to face a difficult business environment given the complex 

legal and regulatory framework, the onerous and non-transparent public 

administration system, and the weak judicial structure.  A review of the commercial 

legal framework and the corresponding administrative procedures points to two 

fundamental issues that affect the business environment:  

 

(i) The lack of a transparent and predictable legal and regulatory framework.  

This framework is even more important, and the BH road market remains small 

compared to other European markets.  The divided legal and regulatory structures 

result in a series of laws–at times contradictory or duplicative–and regulations at 

the state, entity, canton, and municipal levels, increasing the difficulty, risk, and 

cost of doing business.  

 

(ii) The perception of potential corruption remains a concern.  BH is ranked 99th 

out of 180 countries in the latest 2009 corruption perception index issued by 

Transparency International.  This compares poorly to regional neighbors, with 

Serbia ranked 83
rd

, Montenegro 69
th

, and Croatia 66
th

. The problem is 

                                                 
29 Hodges and Dellacha, (2007) op cit. 
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compounded by the absence of effective and independent mechanisms for appeal 

and for public accountability of various government agencies. 

 

5.18 A recent report30 reviewing experience in PPPs in the Transport sector in the 

Central and Eastern Europe Region, found mixed results, and plenty of room for 

improvement.  Some failures could have been avoided: poor feasibility studies (incl. 

reliable forecasts) and limited competition resulting in financially unsustainable projects 

and public opposition, directly contributed to some of the failures. Even after financial 

closure was reached, the limited use of competitive procurement and absence of 

consistent public policy contributed to delays in procurement or extensive renegotiations. 

Finally, the complexity of PPP and timing involved (concession contracts are often 

awarded for 30 years and a few more years are needed from concept to financial close) 

confirmed the need for all countries to show flexibility in the approach, and learn from 

regional experience. 

 

5.19 The same report makes several recommendations to develop a good PPP 

program, emphasizing the institutional framework. The overall framework, including 

good macroeconomic performance and strong public finances was found to contribute to 

the development of PPPs, and reduce the overall transaction cost. Strong local capital 

markets contribute to reducing financial risks by allowing long-term local currency 

financing. Projects which were well designed have a solid feasibility study 

(professionally prepared and conservative traffic forecasts), and a well drafted PPP 

contract with optimum risk allocation. This requires the use of highly qualified 

international experts in PPP (financial, legal and technical) supporting a solid project 

team being entrusted with project preparation. The PPP process is expensive and time 

consuming, and in the absence of a realistic timetable and sufficient resources for project 

preparation, the likely outcome will be a failure.  

 

  

                                                 
30 Cutteree V. et al, (2009) Private Participation in the Transport Sector, Transport Sector Board (TP-24) 

and PPIAF Working Paper. 
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6 THE PROPOSED STRATEGY AND ACTION PLAN 

STRENGTHENING THE INSTITUTIONAL FRAMEWORK 

The legal and regulatory framework needs improvement 

6.1 The legal framework for the road sector needs to be strengthened.  A 

clarification of responsibilities in the sector, particularly regarding the development of the 

strategic road network, the SEETO Core network, or the Pan-European network and other 

cross-entity issues, and a clear mandate for the responsible institutions, with no 

ambiguities between different laws, would undoubtedly be of benefit to BH.  The 

conflicting institutional framework for PPPs and concessions would also benefit from a 

similar exercise.   

 

6.2 Further work is required to harmonize the institutional framework 

internally and align with the requirements of the acquis communautaire.  The 

remainder includes not only the majority of the secondary legislation, but also some of 

the primary legislation awaits harmonization.  In line with European policy, the main 

focus of attention in terms of road Transport legislation will have to be on market access 

and social legislation. Substantial progress has been made in introducing the appropriate 

legislation to make (international) road Transport conform to the requirements of the 

acquis.  

There is a need for a national strategy and action plan 

6.3 For the authorities, the starting point should be the creation of a sound sector 

policy and strategy for the Transport sector.  An overarching Transport strategy with 

clear goals, incorporating both a development strategy and action plan is deemed to be of 

vital importance. This will help to set the priorities in the road sector, as determined by 

clear technical, economic and financial considerations. It will also enable the coordinated 

sequencing of interventions within the available funding constraints, and even determine 

the necessary changes in legislation, institutions, and financing to implement the plans for 

the development of the road sector, in a manner consistent with the development needs of 

BH as a whole.  

 

The organizational structure needs streamlining 

 

6.4 The current institutional structure of the road sector is too complex, raising 

transaction costs, and spreading scarce resources too thinly.  In a country the size of 

BH, having eighteen distinct bodies endowed with responsibilities in the road sector— 

and here we are only talking about magistral and regional roads—is plainly illogical from 

a technical perspective. A reduction in the number of organizations and a concentration 

of responsibilities for the different layers of the road network would reduce the current 

atomization of resources, improve quality and consistency of interventions, and improve 

efficiency as well.     
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The functional classification of the network needs revising   
 

6.5 The road network classification should shift to a classification by function in 

order to highlight the importance of the road for planning and design purposes.  The 

current road network classification is based on an administrative classification and a 

rather complex set of administrative layers.31  A functional road classification should 

become part of the State Law on Roads.  It would provide the ground for finance 

allocation mechanisms.  This new classification would also foster the consensus among 

the state and the entities about the adjustment in the responsibility matrix.  The new 

classification would provide the mechanism for a more logical and financially sustainable 

approach in terms of assistance from the international community for financing network 

enhancements.   

 

6.6 The most dramatic adjustment would probably be the reduction of the total 

length of the regional (secondary) road network.  It is expected that approximately 

one-third of this network would be downgraded to local road status.  As for the magistral 

(primary) road network, it should expand by fifteen percent, linking primary centers, 

administrative centers and main border centers, including the SEETO core network and 

the motorway projects.  The magistral (primary) road network would be divided into 

international routes on one hand (about 850 km) and the inter-entity and intra-entity 

network on the other hand (about 3,200 km).  Road safety interventions will primarily be 

directed at high-risk sections on the magistral (primary) road network.  The regional 

(secondary) road network would reduce by one-third to about 3,000 km (about 1,600 km 

being transferred to local roads), and a significant proportion of the current local road 

network would be expected to be declassified. But these numbers are preliminary 

approximations, and a detailed review would be necessary to determine the final 

reallocation among the various road classes. 

 

6.7 After the reclassification, the role of the various ministries involved would 

need to be adjusted to the functional classification.   The state MOCT would assume 

the responsibility for strategic planning of the international routes (850 km).  This would 

build on the existing regulation whereby MOCT is already BH delegate for matters 

related to the SEETO network.  However, MOCT will not be able to carry on with 

strategic planning unless: (i) consensus with the entities is reached; (ii) a road master plan 

is adopted together with the functional road classification scheme; and (c) the State Law 

on Roads is adopted.  MOCT will still have no implementation responsibility–those will 

remain at the entity level.  The entity MTCs will be in charge of the strategic planning for 

the rest of the magistral (primary) network, and for all the regional (secondary) roads.  

Here again, the entity MTCs will not be able to perform unless the road master plan and 

the proposed functional road classification scheme are adopted together with the State 

Law on Roads.  Motorway companies in both entities would assume responsibility for 

                                                 
31 The need for a reclassification of the road network is even more important, as the latest reclassification 

was done in 1987, and since the Dayton Peace Agreement there have been important shifts in traffic flows, 

with some magistral roads losing their importance, and conversely, some regional roads gaining 

considerably in terms of traffic. A reclassification would require a new set of criteria to be defined and 

agreed upon. 
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motorway implementation, and FBHRD and RSR will implement all the other activities 

both on the magistral and regional road networks in their respective entities. 

IMPROVING THE SUSTAINABILITY OF THE SECTOR 

Strengthening the financing of the road sector  

6.8 Based on the current financing scheme, no funds are available for network 

enhancement on any of the road networks. A higher fuel road tax is required to support 

network enhancements via domestic funding.  Possible options in this regard include: 

 

Option 1: 100 percent of the accrued BAM 0.25 per liter revenue plus vehicle 

registration fees to be fully allocated to the magistral, regional and local road 

networks to fund recurrent maintenance needs.  This option would allow the 

financing of all maintenance from domestic resources.  However, no domestic 

funding would be available for road enhancements other than via approaches used 

in the past (special budget allocations) or an increased reliance on borrowing. A 

staged increase to BAM 0.30 per liter would result in additional revenues for 

capital expenditures on the network. This option would remove the current ear-

marking of the BAM 0.10 per liter for motorways, removing the double taxation 

of motorway users, and also prevent the cross-subsidy from all road users to 

motorways users. The respective shares would be BAM 0.16 per liter for 

magistral and regional roads, and BAM 0.9 per liter for local roads, significantly 

improving poverty alleviation and improved access in the rural areas. 

 

Option 2: Immediate increase of the fuel fee to BAM 0.35 per liter with the 

breakdown of BAM 0.10 per liter for motorways, BAM 0.16 for magistral and 

regional roads, and BAM 0.09 for local roads.  The available total revenue is 

estimated to double from this approach.  With reasonable economic growth, the 

year 2020 income would stand at about BAM 900 million, allowing the financing 

of all maintenance (BAM 480 million), motorway construction (BAM 210 

million) and upgrading of non-motorway road (BAM 210 million).  This option 

would not address the current double taxation of motorway users, and also 

prevent the cross-subsidy from all road users to motorways users. By 2020 this 

option would be expected to contribute significantly to the development of the BH 

road network.   

 

Option 3:  Immediate increase of the fuel fee to BAM 0.40 per liter 

(approximately 2/3 to the EU accession directive) with the breakdown of BAM 

0.12 for motorways, BAM 0.18 for magistral and regional roads, and BAM 0.10 

for local roads.   This option would not address the current double taxation of 

motorway users, and also prevent the cross-subsidy from all road users to 

motorways users.  But global revenue for motorways would reach a cumulative 

total of BAM 1,872 million by year 2020 and BAM 1,400 million for magistral 

(primary) and regional (secondary) roads, allowing for slightly more motorway 
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sections and magistral (primary) road upgrades to be implemented by 2020 

(compared to option 2).  

 

Option 4: increasing the total fuel road tax to BAM 0.65 per liter as per EU 

accession directive with identical relative stratification per road type.   Under this 

option, the funds available for road works would vastly increase.  However, this 

level of fuel fee is considered socially and economically inappropriate for Bosnia 

and Herzegovina at this time. The global revenue for motorways would reach a 

cumulative total of some 3,725 million BAM by year 2020, and a cumulative 

BAM 3,880 million would be available for of magistral (primary) and regional 

(secondary) road by the same year.  It is worth noticing that even under this rather 

optimistic scenario (in term of financing), the funds would still remain less than 

required for funding the full network as currently envisioned.  

 

6.9 Any increase in the road fee should be gradual to ensure acceptability and 

affordability.  It is recommended that the government implement the increase in fuel fee 

in a staged manner, with the goal of reaching EU accession requirements at some future 

date.  Option 2 is the recommended option at this time, for four main reasons:  (i) it 

reflects recent domestic efforts to review the fuel fee and is considered affordable and 

acceptable at this time; (ii) it provides increased revenues for the entire road network, 

while still allowing funds for the implementation of a priority program for network 

upgrading and motorway construction; and (iii) it also provides an increase in the 

revenues available for local roads, thereby improving poverty alleviation and improved 

access in the rural areas.  

 

6.10 Increased revenues to the sector need to be carefully considered in light of the 

fiscal resources available to the authorities and the demands in other sectors—and 

only represent part of the measures necessary. In addition, a prerequisite to an 

increased allocation from the budget, either directly, or via an increase in the proportion 

of the fuel fee should be a demand to improve the efficiency and effectiveness of all 

expenditures in the sector, at each level of the network. As a first step, and in conjunction 

with more substantive reform in the sector, the following measures would appear to be 

necessary on the magistral and regional road networks: 

 

 Strengthen the planning, prioritization and design stage of all proposed works; 

 Re-establish and utilize a professional asset management system in the sector;  

 Reduce duplication of responsibilities and consolidate the management of the 

regional road network in the Federation; 

 Strengthen the supervision of works in the sector; and 

 Maximize the use of new technologies, or new approaches, to reduce costs and 

improve efficiencies in the sector—such as output and performance based 

maintenance, surface dressing, and electronic toll collection. 
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Improving the professional management of the sector   

6.11 As good practice, there should be an up-to-date road inventory that covers 

all the classes of roads under the agency’s control. The inventories should include 

details on the surface type, condition, drainage structures and usage (volume and type of 

traffic) on individual roads. It is important to standardize the road inventory and keep it 

as simple as possible to avoid incurring extra costs on collecting large pieces of 

information that may not be useful. The second step is to use the road inventory to review 

and update the functional classification system. The functional classification review 

process should be accompanied where necessary by the strengthening of the legal 

framework. The laws should be explicit in referring to the criteria for each class of road 

—main, secondary and local—and in describing the procedures under which transfer 

from one class to another or designation for new roads occurs. Responsible agencies for 

each class of road should also be mentioned including clear chains of command, 

responsibility and funding. Any changes to the road network, at any level, would need to 

be clearly reflected in the ownership record.   

 

6.12 The established asset management system should be maintained and 

updated. Essential data such as traffic counts should be collected continuously. 

Pavement condition should be monitored on a rolling basis and the revolving functional 

importance of different roads in the network e.g., populations served, villages accessing 

road, etc., monitored to aid network-wide maintenance priorities. This asset management 

system should support the preparation of both annual and multi-year plans for 

maintenance, rehabilitation and reconstruction of the road network taking into account 

the condition, function, available funding and prioritization. The use of economic 

decision models like the Highway Design and Management model (HDM-4) would be 

instrumental in assisting effective prioritization processes.   

 

6.13 Since heavy goods vehicles cause significantly greater damage to the road 

pavement than other vehicle types, the recommendation to increase road user 

charges for these vehicles would seem justified. A clear study would however need to 

be undertaken prior to such a move to ensure that this does not compromise the 

competitive position of Bosnia and Herzegovina as a potential transit country for traffic. 

It would also be advisable to have an analysis of the cost recovery proportions from the 

different vehicle types weighed against a calculation of the damage costs inflicted by 

those vehicles, to get a sounder basis for decision making. This study should include 

consideration of the current enforcement regime. 

 

6.14 Good management practices also require increased accountability. This is not 

just in terms of accounting for money received and showing how this has been spent. It 

includes the whole process of being accountable to the road users and stakeholders. This 

is ideally achieved in a best practice agency through: 

 

 Strong financial management systems and auditing processes; 

 Assessing needs of road users through user satisfaction surveys; 

 Assessing performance of the agency against pre-determined performance 

criteria; and 
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 Preparing annual agency reports to include results of all the above elements. 

IMPROVING ROAD SAFETY IN THE COUNTRY 

6.15 The following amendments are recommended to strengthen the legal 

framework for road safety:   
 

 Review legislative needs and provisions compared to good practice including the 

introduction of reduced urban speed limits (to reduce pedestrian deaths in 

particular);  introduce random breath testing procedures, a penalty points system 

and fixed penalty system, heavy commercial transport and long distance public 

transport work and rest times; and 

 Address deficiencies in the mandatory third party motor vehicle insurance scheme 

and the health sector insurance schemes to produce country-wide coverage and 

reduce inequalities. 

 

6.16 The following actions are recommended to ensure sufficient capacity for a 

results focus for road safety:   
 

 Establish a new BH Road Safety Coordination Council—a high-level 

coordination body under the state MoCT to act as the coordinating body on road 

safety interventions in BH; 

 Adopt a long-term goal for effective road safety management to enable the 

production and implementation of effective road safety strategy and programs; 

 Establish a lead agency for road safety at state and entity levels on a ‘first 

amongst equals’ basis.  The overarching function of the lead agency is the 

creation of a consistent and harmonized results framework for the delivery of the 

national road safety strategy; 

 Establish small but appropriately resourced road safety offices at state and entity 

levels within the lead agencies with sections covering road safety strategy, policy 

and action programs, road safety statistics, road safety economics and road safety 

promotion; the offices would identify and work on the preparation of a 

harmonized road safety strategy and entity action plans; commence capacity 

building initiatives and create the results focus;   

 Prepare a harmonized national road safety strategy with supporting state and 

entity action plans; 

 Specify the responsibilities of the key government stakeholders—transport, roads 

authorities, police, health and education—for road safety, ensuring that regulatory 

and compliance functions are separated according to good European practice; and 

 Upgrade road safety capacity across all departments and urban administrations to 

improve understanding of the road safety problem; crash injury problems and 

cost-effective, evidence-based strategies and countermeasures. 

 

6.17 The following actions are recommended to improve the funding constraints 

currently impeding efforts to address the road safety problem:   
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 Establish sustainable sources and mechanisms for annual funding for road safety 

results by e.g., earmarking resources from general taxation, creating a road safety 

fund from user fees and insurance levies; 

 Earmark ten percent of all new road project funding for safety purposes beyond 

those projects; 

 Earmark ten percent of mandatory third party insurance  to road safety budgets; 

 Develop long term funding proposals and associated prioritization and financial 

management systems with clear road safety funding streams in government 

budgets; 

 Start to develop a rational framework for allocating resources e.g., by estimating 

the costs and benefits of countermeasures and the value of preventing death and 

serious injury; and 

 Implement cost-sharing arrangements between the entities for emergency trauma 

care. 

 

6.18 The following actions are recommended to improve monitoring and 

evaluation of road safety issues and interventions:   
 

 Put systems and surveys in place nationally and at entity level to collect and 

manage final and intermediate outcome and output data to help achieve the 

national results focus on: 

o Achieving a country-wide computerized vehicle registry as soon as possible; 

o Road crashes, fatality and injury outcomes, building upon the system in place in 

RS and yet to be implemented in the Federation  (an urgent high priority action); 

o Average vehicle speeds, seat belt and crash helmet use, excess alcohol, vehicle 

fleet safety standards, safety rating of road infrastructure, access to emergency 

medical system (an urgent high priority action); 

o Quantities of safety interventions implemented e.g. policing operations, 

promotional activities, and systematic engineering treatments; 

 Strengthen health system recording of road traffic injury; and 

 Introduce greater data sharing between police, highway authorities and urban 

administrations. 

 

6.19 The following key interventions are also recommended to improve road 

safety.  Safety engineering knowledge and capacity needs to be upgraded to ensure the 

following:   

 

 Good practice safety auditing needs to be adopted; 

 Highest risk network locations to be identified and interventions to address the 

risk designed and implemented;  

 Guidelines for low cost/high return engineering treatments to be upgraded or 

developed;  

 Safety standards, compliance requirements, road safety audit policies to be 

updated; 

 Understanding of ”safe system” (sustainable safety) approach needs to be 

developed and reflected in the design standards for roads; 
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 Review and reduce urban road speed limits; 

 Pilot multi-sectoral countermeasures for highest risk lengths and area-wide 

locations in urban and rural areas; 

 Review and address land use planning and traffic management issues which are a 

genuine safety risk—e.g., impact of roadside commercial development, areas of 

unlimited roadside access in urban areas and areas of linear development along 

rural highways; need for further signalization or traffic circle treatments at 

intersections and further provision of relevant signage, including advance warning 

signage for pedestrian crossings in urban areas; and 

 Include passing lane construction within road rehabilitation projects to address 

limited opportunities for passing on busier routes, especially those with frequent 

horizontal and vertical curves. 

 

6.20 The following interventions are also recommended to establish an 

appropriate emergency response to road safety crashes:   
 

 Set up a country-wide emergency call system; 

 Provide for knowledge transfer between emergency services and medical trauma 

specialists; 

 Review performance of emergency trauma care based on analysis of hospital 

trauma data; and 

 Establish ambulance response times. 

 

6.21 Finally, the following interventions are recommended to improve compliance 

with safety standards and rules on the road network:    
 

 Encourage closer cooperation between cantonal traffic police forces in FBH and 

also with RS police; 

 Review operational strategies and policing tactics to develop effective deterrence 

models for activities. This will include information and advocacy on the part of 

other government stakeholders and encourage twinning with EU police personnel 

to strengthen knowledge and police/public credibility;   

 Make automated speed enforcement (mobile and fixed speed cameras) an early 

priority after an initial information campaign, including back office requirements; 

 Review court processes for lower level offences; 

 Provide for knowledge transfer in Transport and police sectors to achieve capacity 

for development of road user awareness and behavior measures; 

 Determine traffic police equipment and operational training requirements and set 

related national and regional priorities to address current road safety risks; and 

 Review funding, resources, equipment and training requirements to deliver traffic 

safety education in pre-schools, primary and secondary schools. 
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IMPROVING THE INFRASTRUCTURE 

There is a need for greater emphasis on maintenance 

6.22 The government ought to make the maintenance of the existing assets a 

major priority.  At present, road maintenance can already be fully supported from 

existing funding sources, if all the road-related revenues were to be redirected to the 

sector.  The first and foremost goal regarding the magistral and regional road network is 

to ensure an adequate level of routine, winter, and periodic road maintenance. All 

maintenance should be supported via domestic funding sources to ensure sustainability.  

This policy is already successfully implemented by both entities for routine and winter 

maintenance.   

 

6.23 New approaches/methods to maintenance should be piloted to improve 

efficiency and quality.  Output and performance-based maintenance contracts for routine 

and winter maintenance were due to be started in 2008 under the World Bank financed 

Road Infrastructure and Safety Project, but unfortunately despite the potential benefits, as 

realized in other countries in the region, there has been little progress in the introduction 

of these techniques, even on a pilot basis, at this time.  Other approaches like the use of 

surface treatment/surface dressing can be utilized, particularly for regional roads, to 

extend the life of the road at lower cost. 

The development of the motorway network needs to be considered carefully 

6.24 The governments consider the motorway/expressway program to be the 

highest priority. The development of motorways/expressways crossing the country is a 

national priority agreed upon by all parties, and the authorities have begun to implement 

and open key sections on Corridor Vc, and the Banja Luka-Gradiska links.  Both entity 

ministries have established motorway/highway companies to develop and manage 

nascent motorway networks within their respective domains based on respective entity 

road laws.  A clear and transparent sequencing, both transverse and horizontal, of the 

construction of any further sections of motorway, based on a robust assessment of the 

financial, economic, technical, social and environmental considerations, is essential.  

There is a need for upgrades to the magistral and regional road networks 

6.25 The screening results in twenty-five priority projects which should be 

subjected to further due diligence as part of the project cycle. The strategic economic 

assessment undertaken in this study has indentified the twenty-five projects, which are 

assessed to be the most beneficial in economic terms, and the most necessary, over the 

next twenty years.  The essential next step involves starting the necessary preparatory 

work where this is lacking, the pre-feasibility and feasibility studies, together with the 

requisite environmental and social studies, and the detailed designs.  Since even this sub-

set will require a total capital investment of some BAM 5.5 billion (US$4 billion), and 

further prioritization will be essential.    
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Table 16. Priority road projects in the 2020 intermediate scenario based on economic performance 

 

Designation 

 

Improvement 

 

Name 

NPV (mill 

BAM) 

 

EIRR 

 

B/C Ratio 

Projects that are included based on the strategic assessment of economic viability 

Corridor Vc 4L Motorway Sava-Doboj 175.0 17.0 1.55 

Corridor Vc 4L Motorway Doboj-Zenica 280.1 15.9 1.43 

Corridor Vc 4L Motorway Zenica-Kakanj 112.7 17.0 1.55 

M-14 2L Main Bihac-Bos. Krupa 38.1 24.4 2.40 

M-15 2L Main Kljuk-Sanski Most 4.3 17.3 1.39 

M-18 2L Main Tmovo-Dobro Polje 0.8 13.3 1.11 

M-18 2L Main Sarajevo-Tuzla 257.3 26.0 2.75 

M-4 4L Xway/ 2L Main Doboj-Tuzla 328.1 33.4 4.11 

M-4.2 2L Main Srbljani-V. Kladusa 64.6 52.1 5.07 

New 4L Expressway Lashva-D. Vakuj 2,120.4 60.9 11.14 

M-6/15 2L Main Mostar-Posuje 199.6 54.9 7.41 

M-5 2L Main Renovica-Mesici 12.2 14.4 1.24 

New 4L Motorway Banja-Luka – Doboj 368.9 17.1 1.58 

M-1.8 2L Main Lepnica-Blazevak 40.4 39.2 4.52 

M-14.1 2L Main Loncari-Bijeljina 268.4 75.0 11.10 

M-14/19 2L Main Bijeljina-Znormik 134.6 37.8 4.69 

M-16 2L Main Karanovac- C.Rijeka 24.0 15.7 1.38 

M-18 2L Main Raca-Biljeljina-Tuzla 73.6 26.8 2.61 

M-20/5 2L Main Gorazde-Visegrad 17.3 15.4 1.33 

M-4/16 2L Main Prijedor-Karanovac 148.3 34.8 4.15 

M-5 2L Main Sarajevo-Pale 16.3 23.1 2.27 

M-6 2L Main Stolac-Ljubinje 4.2 15.6 1.34 

R-405 2L Regional Bronzani-Sanski Most 14.9 19.9 1.82 

R-413 2L Regional Knezevo-Turbe 0.9 12.5 1.05 

R-474 2L Regional Srbac-Ukrina 6.6 16.7 1.46 

      

 

THE PRIVATE SECTOR HAS A KEY ROLE TO PLAY 

Enhanced private sector participation would bring real benefits 

6.26 Greater involvement of the private sector would bring real benefits.  

Commercialization and risk sharing should be used to overcome inefficiencies in the 

sector.  Involvement of the private sector in financing and constructing infrastructure and 

providing Transport services could bring benefits such as the reduction in user costs, 

more rapid completions, additional choices offered to users, avoidance of monopolies, 

and more efficient ways of payment (performance-based contracts).  The private sector 

may also foster the adoption of cost-recovery principles via greater commercialization of 

infrastructure and better management.   

 

6.27 A recent report published by the World Bank provided some sensible 

conclusions for countries with limited experience in PPPs like Bosnia and 

Herzegovina. The recommendations made by the report32 include the following (i) 

introduce the prospect of developing PPPs as part of a broader public sector reform, 

thereby reducing the perceived risks for potential investors; (ii) modernize the legal code 

for public finances and commercial transactions to reflect the legal requirements for a 

                                                 
32 Cutteree et al, (2009) op cit. 
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PPP; (iii) define the potential role of PPPs, or prospective PPPs, with the long term 

strategy for the sector, or the country; (iv) ensure that all potential institutional 

impediments are addressed in advance of the development of a PPP, as ad hoc reforms at 

a later stage, or worse during negotiations, can cause serious project delays and 

undermine the government’s reliability as a counter-party to the private sector.  

 

6.28 Identify, and mitigate as far as possible, all prevailing country risks.  Given 

that most of the countries of the former Yugoslavia have a non-investment grade credit 

rating, they are still considered as highly risky locations for investment. Many investors 

shun non-investment grade political environments unless the prevailing country risks are 

mitigated. International financial institutions can help in this regard through their risk 

guarantee and political risk insurance mechanisms. Alternatively, the government may 

have to provide considerable subsidies during the preparation and implementation of a 

PPP project to entice private sector involvement. 

   

 

 


