





C - ECONOMIC PERFORMANCE
OF THE FIC MEMBERS

PRIORITY TARGET MARKETS

At the time of making the investment decision, more than half (80%) of the surveyed FIC members
planned to place their products on the domestic market, while in terms of foreign markets, they were
mostly targeting the EU countries (44%). The countries outside the EU accounted for 29% in the structure
of the potential foreign investors markets.

Domestic market
Export to EU Countries 44% I
Non-EU Countries ‘29% ‘
Other F 2%
0% 50% 100%

2017 ANNUAL TURNOVER ACHIEVED IN BIH

44% of the surveyed FIC members achieved turnover of more than 10 million (BAM) in the previous year;
24% had a turnover between 1 and 5 million (BAM); last year’s turnover achieved by 25% of the companies
was less than 1 million, while 7% of the companies had a turnover ranging between 5 and 10 million (BAM).

> 10 million (BAM)

5 million -

< 1 million (BAM) 10 million (BAM)

1 million -
5 million (BAM)
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2017 PROFIT MADE IN BIH

More than half of the companies (59%) made profits of less than 1 million (BAM), 19% of them between 1
and 5 million (BAM), 12% of the companies made profits ranging between 5 and 10 million (BAM), while
only 10% made profits higher than 10 million BAM.

<1 million (BAM)

> 10 million (BAM)

5 million -
10 million (BAM)

1 million -
5 million (BAM)

2017 ANNUAL TURNOVER ACHIEVED FROM EXPORTS

More than half of the export-oriented FIC members (56%) had an export-based turnover of less than 1
million (BAM), 17% had an export-based turnover ranging between 1 and 5 million (BAM), and 15% of the
members in the amount of more than 10 million (BAM), while 12% of them realized a turnover ranging
between 5 and 10 million (BAM).

< 1 million (BAM)
5 million -
10 million (BAM)
1 million -
5 million (BAM)

> 10 million (BAM)

PERCENTAGE OF ANNUAL EXPORT-BASED TURNOVER
IN BIH EXPORT OF GOODS / SERVICES

32% of the surveyed members stated that they did not export their goods and services; 27% of them had
an export sales between 1% and 20%; 10% of the FIC members had an export-based turnover of 20-50%;
and 12% of them had an export-based turnover ranging between 50 and 80%, while an export-based
turnover ranging between 80-100% was realized by 19% of the members.
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0% (not export any
goods / services)

1-20%

20 - 50%

80 - 100% 50 - 80%

COUNTRIES TO WHICH MOST OF THE GOODS AND SERVICES ARE EXPORTED

The FIC members export mostly to Croatia, Serbia and Austria that is followed by Germany as the fourth
country, while the Slovenia ranks fifth.

Croatia (34%)

Serbia (29%)

Austria (17%)
Germany (12%)
Slovenia (10%)
United Kingdom (7%)
Montenegro (7%)
Netherlands (5%)
Italy (5%)

United Arab Emirates (2%)
Switzerland (2%)
Sweden (2%)

Spain (2%)

Romania (2%)
Hungary (2%)
Belgium (2%)
Slovakia (2%)

United States of America (2%)
Macedonia (2%)
Luxembourg (2%)
Canada (2%)

Czech Republic (2%)

0% 10% 20% 30% 40% 50%
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D - EVALUATION OF THE

‘ (EI I( gilllli “ II BUSINESS CLIMATE IN BiH

ASSESSMENT OF THE ECONOMIC AND BUSINESS
CLIMATE IN BIH IN 2018 COMPARED TO 2017

In terms of changes, 48% of the respondents believe that the economic and business environment in BiH
has not changed compared to the previous year, while 29% of them is of the opinion that the business
environment has somewhat deteriorated.

Same

Worse Better

EVALUATION OF THE CURRENT BUSINESS CLIMATE IN BIH

In the opinion of the FIC members, the business climate in BiH is far from ideal. Slightly less than half of
the surveyed members (48%) expressed moderate dissatisfaction with the business climate in BiH, while
19% were neither satisfied nor dissatisfied and 16% were moderately satisfied. Only 13% of the respon-
dents stated that they were extremely dissatisfied with the business climate, while there were merely 3%
of those who were extremely satisfied with the current business climate.

1 - Extremely dissatisfied
2 - Moderately dissatisfied

3 - Neither satisfied nor dissatisfied 19%
4 - Moderately satisfied

5 - Extremely satisfied 3%

0% 50% 100%
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PREDICTABILITY OF BUSINESS CLIMATE IN BIH

Even though a predictable business climate is necessary for increasing investments, the data shows that
only less than 1/4 of the total number of surveyed FIC members considered the business climate in BiH
predictable, while as many as 77% of them considered it to be unpredictable, which is not a favourable
indicator for foreign investors.

BUSINESS CLIMATE-RELATED RISKS

In the opinion of the FIC members, the risks that have the greatest significance and impact on their suc-
cessful operations are: unpredictability of tax policy, unequal treatment by the inspection authorities, and
political instability. This is followed by collectability of receivables, employment benefits, unfair competi-
tion and extraordinary fees and charges.

The FIC companies are of the opinion that the following risks have the greatest growth trend: negative
demographic structure (outflow of workforce), political instability, employment benefits, cyber-crime,
inefficiency of public administration, unpredictability of tax policy, and unequal treatment by the inspec-
tion authorities.

The highest risks for successful business operations in BiH

Unpredictability of tax policy (65%)

Unequal treatment of inspection authorities (61%)
Political instability (61%)

Collecting account receivables (58%)
Employment contributions (58%)

Unfair competition (52%)

Extraordinary fees and charges (parafiscal, administrative, etc) (48%)

0% 50% 0%
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Risks that are the least relevant for successful business operations in BiH

Non-adaptation to climate change (52%

Large-scale migrations (45%

Earthquakes / floods and other natural disasters (42%

(52%)
(45%)
(42%)
Risk of terrorism (42%)
(42%)
(39%)
(32%)

International or regional conflicts (42%

Lack of industrial and business zones (39%

Fairness of public tender procedures (32%

0% 50% 70%

Risks that have the most positive impact on business operations in BiH

Work permitissues (19%

Collecting account receivables (16%

(19%)
(16%)
Finance (access and cost) (16%)
Fairness of public tender procedures (13%)

(13%)

Property ownership rights (13%

0% 10% 20%

Risks that have the most negative impact on business operations in BiH

Inadequate infrastructure (digital / telecoms) (52%

Grey economy (45%

)
)
35%) |
)
)

Extraordinary fees and charges (parafiscal, administrative, etc)

32%
Political instability (29%

(
(
Unpredictability of tax policy (
(

0% 50% 70%

Risks with the greatest growth trend

Negative demographic structure (outflow of workforce) (65%)
Political instability (61%)

Employment contributions (48%)

Cyber criminal (45%)

Inefficiency of public administration (45%)

Unpredictability of tax policy (45%)

(42%)

Unequal treatment of inspection authorities (42%

0% 50% 70%

21

29/06/2018 4:47:00 PM



sarovirer 2013

N

-

FOR A DETAILED OVERVIEW OF THE RISKS, PLEASE SEE BELOW

i

B

jons in

A. Significance of the risk on successful business operat

cm Medium cm High

-m Low

=m Not Relevant at all

%0L

%0G

%0

%0L

uojpadwod Jjejun

SIjsesip
[eANJRU J3Y10 pue
Spooy} / sayenbypie3

s3uipasoud 1nod mojs

SUOISP3P 1N03 Jo
1UBWIOD
Ul s3uiwodoys

LISHOLI3) JO YSIY

e1ep euosiad Jo
3SNSIW pue Jay |

3guew ajewip oy
uopeydepe-uoy

uone(si8al 10ge| anLISAY

Y3 YoM esa

1341 pue swi)

suopesgiw ajexs-adie]

SPIJu0) euoigas
10 [eUOReUILU|

fyjenbauy wou0d3

1410

%09

%0

sanuoyIne uomadsul
10 Ju3unealy [enbaun

SUOISIAP 1N0) J0
uopeuaw(dul o e

S3UOT SSRUISNG pue
easnpul Jo e

3)J0}410M paljijenb jo ype7

syuiad pue sui| Jof
suojied|jdde soy yuomiadeq

Angeisut fedod

Sy diysisumo Aadold

(San3] |[e) S3)INIBS
JuawuIRM08 Jgng

(1¥A ‘1jo1d ‘a1ei0dio)) saxe

(suonngtiuod
uaWwAojdwsa) saxe|

(fonjod xe1 jo
fingenipaidun) saxe|

Sanss| Juad Yo

(3210p110M JO MOIIN0) AINPNLIS
J1ydesdowsp annedan

fineded uorerouul 10od

%0L

%05

%0

$32)u3s 1oddns ssauisng
830} jo Kenbapy

suuad pue sasudl| Jo
3)uenss| Joj paads [erosddy

$3|qeAI3)a1 JUn0dde Bura||0)

[ETIYENS)

mw_:twuo_a pue sea) swoisn)y

(013 ‘annexnsiujwpe ‘|exsijesed)
S38JeL pue s39) AluIpJoeIX3

saInpaoid Japud)
J1jgnd Jo ssaulfe4

(1500 pup $53708) 3IUPUH

fwouods fain

(swodsp1 / [eudip)
aInpnasesul ajenbapeu

(samyn pue uodsuen)
aInpnasesul 3lenbapeu

uonessiulLpe
J1jqnd Jo Huapiyauy|

22

29/06/2018 4:47:01 PM ‘

Business barometar - publikacija - eng - v2 - 28-06-2018.indd 22



saroverer 2013

N

-

i

B

ons in

B. Risk impact on successful business operat

m Somewhat negative

—m Very positive

—m Negative
—m Positive

—m Very negative

—m Somewhat positive

%0L

%09

%0

%0L

uoppadwod Jiejun

SI)SESIP [2ANIRU I3 pUR
spooy / sayenbued

s3uipasnoud 1nod mojs

SUOISIIaP 1UN0)
10IUBWINIOMB
Ul sSuiwodnoys

WISHOLI3} JO YsIy

elep [euosiad Jo
3SNSIW pue Jjay|

3Buep aewip oy
uoneidepe-uoy

uone|sids|

100 ANDLISY

Y13 YJOM JAeZAN
a4 pue awi)
suojles3iw 3|exs-adle
SPI|juod [euoigal

10 [eUOITRUIBI|

fijenbau dwouod3

1BYI0

%0S

%0

%0L

sanuoyIne uonyadsul o
Juawea; fenbaun

SUOISPAP 1UNO) J0
uoneluawa|duwi Joyoe]

SQUOZ SSAUISNQ Pue
[eLASNPUI J0 3T

sHwad pue s
Joj suonedydde
Jo} ylomiaded

Auigersur jexjod

s8u diysiaumo fuadold

(S[3A8] ||e) SRS
JuaWuIM08 Jljgng

(IvA Wold
‘3)pJ0dI0)) saxe|

(suonnguiuod
Juawhojdwa) saxe|

(forjod xer jo
finaenipaidun) ssxe|

$3aNss| wIad Yo
(8210p110M JO

MOIAINO) INPNIIS
Jydesdowsp annedan

fipedey uorierouuy 10od

%05

%0

$3IM9S Loddns ssauisng
e30] Jo A2enbapy

sjwiad pue sasuadl| Jo
3)uenss| Joj paads [erosddy

S9|qeAI31 unoe 8ua|j0)

el I3

sainpasoid pue s334 swoisn)

(318 ‘anjessIUILUpe
‘|easijesed) sadieyd
pup 533} ApuIpJoeig

sainpaxoid Japus)

21jqnd Jo ssaulreq

(1503 pue $s3200) )UPUH

fwouoa fain

(swodafa) / jeyisip)
alnpnJiseljul Em:cmnm:_

)

aInpnseljul ajenbapeu

uollensiujuIpe
J1gnd jo Kuaniaul

23

47:01 PM ‘

29/06/2018 4

Business barometar - publikacija - eng - v2 - 28-06-2018.indd 23



sarovirer 2013

N

-

C. Risk Trend
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COMPETITIVE ADVANTAGES OF INVESTING IN BIH?

Foreign investors indicated that qualified and professional workforce, low labour cost, as well as proxim-
ity to the European Union market were the most important competitive advantages due to which they
opted for entering BiH market, and later, decided to re-invest. The next-ranked advantages for making
an investment in BiH refer to low tax rates (profit tax and VAT), adequate local support services, then
adequate suppliers that meet the needs of foreign companies, low energy prices and solid road connec-
tions. Reliability in the supply of energy and incentives for foreign investors at the local level are the areas
where, in the opinion of the respondents, there is still a lot of room for improvement.

Qualified workforce

Low labour costs 7,12

Proximity to European Union

Low Profit Tax and VAT rate

Adequate local services
to support your business

Adequate suppliers
to meet your needs

Low costs of energy

Solid transport connections

Reliable energy supply

Incentives on local level

10

(e}
(@3]

3 The figures given in the graph above represent the mean weighted value of all responses for the given category, where ten
points have been awarded if the category was designated as top priority and one point if the category was ranked as the last
priority.
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GOVERNMENT’S KEY PRIORITIES FOR THE IMPROVEMENT
OF THE BUSINESS ENVIRONMENT*

The FIC members underscored the key priorities that governments should set in order to improve the
existing conditions for business development in BiH. As a number one priority, they stated the estab-
lishment of political stability and security. The second placed priority is to establish legal protection of
investors with effective law enforcement practices that have either direct or indirect impact on the foreign
investments. The third priority is to strengthen the rule of law. These results clearly justify the existence
of the White Book and similar documents that point to the existing issues, along with the effective imple-
mentation, enforcement and transparent operation of the public institutions.

Political stability and security

Legal protections and predictability and 732 I
efficiency in implementing laws and regulations ’

Strengthening the rule of law

Reducing tax burdens on labour

Reform of public administration
with increasing efficiency of services

Incentives for investments

Increase the quality of education

Reliable infrastructure

EU integration

Incentives for employment

(@)
(€]

10

RECOMMENDATIONS FOR CANTONS / LOCAL SELF-GOVERNMENT UNITS

94% of the surveyed companies believe that it is the most important to reduce bureaucracy at the local
level and improve the efficiency of administration. 77% of investors would recommend cantons and
municipalities to reduce para-fiscal charges; 58% believe that local governments should provide for quali-
fied workforce, while 48% believe that more incentives should be introduced for investors, and 16% of
them is of the opinion that additional incentives for employment should be introduced in order to attract
more foreign investments into the local communities. Other recommendations are represented by 6%.

4  The figures given in the graph above represent the mean weighted value of all responses for the given category, where ten
points have been awarded if the category was designated as top priority and one point if the category was ranked as the last
priority.
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Reduce bureaucracy and improve
administrative efficiency

Reduction of parafiscal charges and fees

Availability of qualified workforce

Incentives for investments

Incentives for employment

Other 6%

0% 50% 100%

MAIN REASONS FOR THE INEFFICIENCY OF THE ADMINISTRATION

More than half of the FIC members (65%) believe that lack of qualified administration staff; bribery and
corruption (61%); disharmonized regulations and procedures (58%) are top three reasons for the ineffi-
ciency of the administration in BiH. Non-transparent employment is listed as the fourth reason, followed
by the absence of performance evaluation of administrative staff, non-professional attitude and the lack
of motivation of administrative staff.

Inadequate qualification
of administration stuff

Bribery and corruption
Unharmonized
regulations and procedures

Non transparent employment
of administration stuff

Absence of performance
evaluation of administrative stuff

Non professional attitude

Lack of motivation

Other 6%

0% 50% 100%
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WILLINGNESS TO RECOMMEND OTHER FOREIGN COMPANIES TO INVEST IN BIH

In spite of the observed obstacles that the FIC members pointed out in this survey, as many as 84% of the

respondents would readily recommend BiH as a country for investment to other foreign companies, while
only 16% do not share that opinion.

BENEFITTING FROM GOVERNMENT INCENTIVES

87% of companies stated that they had not benefitted from any incentives provided by the government,
while 13% of companies benefitted from institutional incentives.

Yes

ABILITY OF BUSINESS ASSOCIATIONS AND INTERNATIONAL ORGANIZATIONS TO
HELP SOLVE PROBLEMS ENCOUNTERED BY INVESTORS IN DOING BUSINESS IN BIH

Slightly less than three quarters of the surveyed FIC members (71%) believe that business associations

and international organizations contribute successfully to solving the problems faced by foreign investors
in BiH, while 29% think it is the opposite.
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E - EMPLOYMENT
& EDUCATION

EXPERTISE AND RELIABILITY OF HUMAN RESOURCES IN BIH

Investors assessed the expertise and reliability of human resources in BiH, where close to half of the
respondents stated that they were satisfied with the reliability of employees and their foreign languages
skills (42%). To some extent, they were also satisfied with the ability of employees to adapt to job require-
ments (45%), as well as their starting knowledge (42%), while the investors were the least satisfied with
the productivity of workers in BiH.

=m Very dissatisfied =m Dissatisfied =m Somewhat dissatisfied
=m Somewhat satisfied Satisfied —m Very satisfied
L
o
L
||
| |

i
B
P
i
B

Starting
knowledge
Foreign
language
skills
Reliability
Productivity /
value-added
Ability to adapt
quickly to the
requirements
of the job
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PLANS FORADDITIONAL RECRUITMENTS

According to previously collected data from the questionnaire, almost 90% of the FIC members will have
aneed for recruiting highly skilled professionals, mostly of technical and economic professions (mechani-
cal and electrical engineers, developers, managers). The share of 28% is attributable to factory work-
ers (technicians, welders, turners) and 24% to the workforce with secondary education in engineering,
while only 7% of the respondents will have a need for secondary school graduates in the field econom-
ics. Among the extremely deficient occupations are electrical engineers, developers, agronomists and
financial managers followed by technicians, sellers and welders. The three main recommendations for
improving the education system in BiH in order to meet the needs of companies are: improved vocational
training for high school and university students, more retraining opportunities and providing additional
training for teaching staff in BiH.

A. Profile of Workers in Demand

Highly educated
staff of all professions

Factory workers
technically qualified

Workforce with secondary school
degree technically qualified

Workforce with secondary
school economic profession

0% 50% 100%

B. Deficient Professions / Skills

Professional workers with experience (9%)
Welders (9%)
Sellers (9%)
Technicians (9%)

Electrical engineers and
developers (14%)

Agronomists (5%)
Financial managers (5%)

B Literacy skills (5%)
B Analytical skills (5%)

| Turners (5%) m Foreign languages
B Locksmiths (5%) skills (5%)

B Mechanical engineers (5%) Communication
m Mechanical technicians (5%) skills (5%)

[ |

[ |
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C. Recommendations for Improving the Education System in
BiH in order to Match Business Needs of the Market

More professional practice for high
school and university students

Greater opportunity for retraining

More education for teaching staff

Introduction of enrolment
quotas at faculties

Introduction of dual education

Other

Business barometar - publikacija - eng - v2 - 28-06-2018.indd 31

14%

0% 50%

" BUSINESS
\_ BAROMETER

-

2018

31

29/06/2018 4:47:06 PM



FIC B 2018
Members

AddikoBank ALBA ©

B))"?Zﬁ'ﬁ"l ] @%BOSNAPLOD
nternational

.

DIMITRIJEVIC
COMSAR ENERGY & PARTNERS
““ R o
veft (&»)ELngs

. y 4
ideas with energy R

ulRIR
HEPOK

LRC(BIS i \UAANS)

Acompany of PEPSICO

ministry of
Messer® @ mumer

Gases for Life

g PHILIP MORRIS
.| BH D.0.0. SARMEVO

gi!\ISoft

partner of Sportradar

d’umjenski

kiseljak '] SARAJEVO

\\\§\\\ alcF

SiSECAM
CHEMICALS

telemach VIA©MEDIA

32

Business barometar - publikacija - eng - v2 - 28-06-2018.indd 32

.'
N
Jh

ALJAZEERA
BALKANS

.o
'.“o Blicnet

DDC %

Multilingual Services

N FCL
AN\
FABRIKA CEMENTA LUKAVAC

CASH BA@K

MARIC & CO

AN imate prijatelje!

nnnnnnnnnnnnnnnnnnnnnn

X | YOUR
SEEBA | gistess

SPARKASSES

74 UniCredit Bank

A

ArcelorMittal

~
CARMEUSE

Deloitte

()le

GAZPROM NEFT

mastercard.

@ ProCredit Bank

Senso San

S

INVESTMENT

2

S &

BANJALUCKA PIVARA
-1873 -

C'M'S’ Reich-Rohrwig Hainz

0

European Ban

for Reconstruction and Development

KAKANJ CEMENT

HEIDELBERGCEMENT Group

L

McCANN

SARAJEVO

ﬁ% Networks

SHP CELEX

Gy
steelmin

WOLF THEISS

BRITISH AMERICAN
ToOBACCO

Coca-ColaHBC
Adria

ECENERGY

HETA

e
(MEGGLE>

m

The Way of Logistics

Bosna i Hercegovina

SIMURG

SCO®

STUDEN & CO Holding

YTONG

29/06/2018 4:47:11 PM



