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                                       UDRUŽENJE POSLOVNIH SAVJETNIKA U BOSNI I HERCEGOVINI

                                           ASSOCIATION OF BUSINESS CONSULTANTS IN BOSNIA AND HERZEGOVINA



ROLES OF MANAGEMENT CONSULTING IN ECONOMY DEVELOPMENT IN TRANSITION COUNTRIES/BOSNIA EXAMPLE
I. 
Introduction - Short Economic Overview of the Bosnia and Herzegovina 

Bosnia and Herzegovina has succeeded to stabilize its macroeconomic environment. Inflation rate is from 1,0 to 1,5% annually. GDP is growing 5 % annually, but still did not reach level from 1990. Foreign direct investments (FDI) are growing every year and in 2005 BiH receives 242.736.000 € of FDI
.
Official unemployment rate is 40%, but many people work in gray economy sector that reduce official unemployment rate to 20%.

Transition process caused changes in many sector. Bosnian banking system is fully reformed. State Payment bureaus are closed and banks took over its roles. Banking sector is consisting from 29 banks with presence of several foreign banks (Austria Bank, Raiffeisen Bank, Volksbank, Hypo Alpe Adria Bank, Unicredit Bank, Turkish Ziraat Bank). 
The legal position of foreign investors in the country is the same as that of the nationals, and there are no restrictions on the transfer of profits to the accounts held anywhere in the world
.
The currency, Convertible Mark (KM), is linked at a fixed rate of 1,9558 to Euro.
From the 1st January 2006, Bosnia and Herzegovina has introduced Value Added Tax (VAT). It was introduced at a flat rate of 17%.
Privatization process is not finished completely. Privatization did not bring expected results regarding economic development, because change of ownership in most cases did not result in change of the economic and business performance of privatized companies. Privatization of the telecommunication companies are expected in next 1 or 2 years.  

Presently on going reforms of electro energy sector creates modern regulatory frame and electricity market. Bosnia and Herzegovina has singed agreement «Energy Community Treaty”and become a part of the largest international market of the electiricity and gas in the world, with effectively 34 participating parties: the 25 European Union, Member States and Croatia, Bosnia and Herzegovina, Serbia, Montenegro, Albania, Macedonia, Romania, Bulgaria, and UNMIK Kosovo
. Bosnia and Herzegovina has big energy potential and plans to build new generating facilites, thermo and Hydro power plants, with estimated investment of 15-20 billions € in power plants.
Transport infrastructure in Bosnia and Herzegovina needs to be improved. Paneuropean corridor C5 that will conect Budapest with Adriatic sea through Croatia and Bosnia and Herzegovina is the very important  project for BiH. Value of this project is 2,5 billion € and it will result with 180 km of highway in BiH. Bigging of works on corridor C5 is expected in 2-3 years period. 
So Bosnia and Herzegovina is a country that passing through changes on its way from planed to market economy.

II. 
Contribution of Management Consultants to the economic 
development processes
Management consultant’s plays very important role in economic development of the country. Its contribution to economic development of transition countries is even more important because management consultants are those who have knowledge, experience and skills to lead necessary changes and improvements in all segments of society and economy. 
In Bosnia and Herzegovina management consultants has been involving in a processes of the legislation changes related to economy and social issues, public administration reform, project of advancing economic development, etc. Consultants has been providing consultancy services to the state, entities, municipalities, regional development organizations, international economic development programs and private business. 

Management consulting services to the private business have been related to quality improvements, corporate governance, business planning, marketing, financial and tax consulting. In many cases consultancy services provided to the businesses are supported by economic development programs that covering part of consultancy costs in companies. 

Beside engagements in domestic companies, consultants are more often work for foreign investors. They are valuable source of expertise and local experience. They knowledge of domestic situation enable them to effectively deal with all problems foreign investors could have when investing in Bosnia and Herzegovina. Members of our association have been consultants to the biggest foreign investors in Bosnia and Herzegovina, like Mercator Slovenia, HVB Bank Austria, Spiro Kostamonu Entegre and Soda Sinaj “Sisucam” Turkey, Coca-Cola, etc.

New approach to the economic development that is typical for market oriented economies and new roles that state, regional and local government have in economic development process, creates new market niche for consultants. 

Two issues related to economic development are important for state, regions and local communities and those are: 

1. how to prepare and market its self as a location for business investments and growth; 
2. promotion and development of SMEs and entrepreneurship
In Bosnia and Herzegovina, members of our association have been engaged and are still engaged by public sector, regional development agencies, and foreign economic development projects as providers of consulting services. Services that are the most often provided to the above mentioned client group are:  

· Strategic Planning: Professionally facilitating a development process that involves local leadership in creating a shared vision for the future, formulating clear goals and objectives, crafting strategic actions to achieve desired results, and evaluating progress and performance. 

· Economic Impact Analysis: Assessing the effects of various actions or projects on a local or regional economy. 

· Competitive Assessment: Comprehensively assessing an area’s strengths and weaknesses from a business investment perspective.

· Labor Market Studies: Evaluating the labor force of the area and quantifying the underemployment, skill sets and other labor force characteristics. 

· Target Industry Analysis: Identifying the types of industries and economic activities that communities should pursue to meet their economic development goals. This involves identifying individual industries and clusters of industries that will be attracted to a community, are in the growth mode and meet the community’s specific economic development criteria such as high wage rates or technology intensity. 

· Marketing Program Design: Developing marketing plans and implementation strategies; providing professional guidance on marketing materials, such as target industry and marketing brochures.
·  Development Organization Analysis and Implementation: How to organize, fund, operate, and oversee the total package of development activities.
· Education and Training: Developing and conducting courses in economic development for practitioners, boards of directors, and local leaders, and training local development organizations in such areas as effective management, marketing, leadership development, board relations.
· Speaking Engagements: Speeches to economic and community development board meetings, banquets, etc. Topics often include “best practices” in economic development and trends in business location. 

· Site Development and Master Planning: Identifying new sites for business and industry, and creating a plan for the successful development of those sites, including master planning. 

· Facility Re-use: Comprehensive economic and engineering studies of the re-use potential of industrial property as well as other facilities. 

· Improvement Strategies: Specific actions to address shortcomings in business climate, transportation and other essential services; regulations; relations between public and private sectors; quality of life; and other important community characteristics. 

· Retention and Expansion: Evaluation of community programs to retain and expand existing industries and businesses. Recommendations of new or improved retention and expansion programs.

· Entrepreneurship development: Identification and development of entrepreneurship infrastructure (industrial zones, business incubators, business centers, credit funds, etc) in regions and local communities, provision of various types of trainings to target groups, advising local community officials on entrepreneurship development issues, etc.
At the end it can be concluded that consultants play very important role in economic development of transition countries. Improvement of competitiveness of the countries is directly supported by work of Management consultants in all segments of consultancy market. Beside direct consultancy interventions in companies, services provided to foreign direct investors and public sector (governments, regional development agencies and municipalities) have significant effect on economic development of the transition countries. Its creates business friendly environment that attracts foreign investors to invest in a country and help domestic businesses to grow and become more competitive, through various types of supporting activities provided by management consultants clients.    
III.
Role of Association of Management Consultants in an economic 
development in transition economies with presentation of LESPnet 
experiences.    

In transition countries like Bosnia and Herzegovina, economic development initiatives are very important. Economic development initiatives need to speed up positive economic changes. Transition is a process that creates new structure of the country economy. In Bosnia and Herzegovina case, for example, economy was based on big state economic systems, like Energoinvest, Unis, Sipad, etc, that have been the backbone of Bosnia and Herzegovina economy. These big state owned holding companies have been successful on domestic and international markets and provides majority of the working places in Bosnia and Herzegovina. Due to the war we have had in 1990s and unsuccessful privatization these state owned companies are destroyed and most of the employees lose their jobs.

New, young, and still underdeveloped private sector/private businesses could not replace role that have had destroyed big state owned companies in BIH. It creates unemployment, trade deficit, shrinking of GDP and all other consequences of transition process.

Bosnia and Herzegovina replace its economic development concept based on big state owned holding companies with concept based on development of SMEs and entrepreneurship. 

Institution like chamber of commerce and Institutes that act as a supporter of economic development did not find its right place in new reality and environment. New regional development agencies are established to lead and facilitate economic development. 

Most municipalities do not understand concept of local economic development and its role in that process.

In this environment, new economic development initiatives come from professional associations that recognize the problems and opportunities. Association of Business Consultants in Bosnia and Herzegovina – LESPnet has develop and developing different economic development programs. LESPnet has implemented two project called “Strengthening SMEs Employment Generation in BiH” that have provided funds to cover part of consulting costs of the beneficiary SMEs, funds for local economic development projects, and labor market initiative projects.
Our new project Competitiveness Local and Regional Development Activity – CLEAR supports local and regional levels, municipalities and regional development agencies and private business, through interventions that support wealth and job creation. 

Model that Association of Business Consultants in Bosnia and Herzegovina- LESPnet uses for implementation of the economic development projects is very simple. LESPnet form a group consist of members that is responsible for the project development and negotiations. Once when project is developed, LESPnet applies to potential donators. When project is approved LESPnet signs the contract. LESPnet is a responsible for project management and coordination. LESPnet subcontract its members, Bosnian consulting companies, for implementation according to its area of expertise. 
LESPnet and its members are involve in different economic development programs that are implementing by municipalities, regional development agencies, EU and other international organization in Bosnia and Herzegovina.

Beside direct implementation of economic development programs, representatives of LESPnet are involved in different activities related to economic development. 
Association is an institution that can lobby for needed changes in environment or legislation, based on data collected by members during its engagements. 

Our experience confirm that Management consulting associations play very important role in a economic development of transition countries. Associations and its member’s present critical mass of local knowledge and expertise needed for successful transformation of economy during transition period.

� Foreign Investment Promotian Agency of Bosnia and Herzegovina – FIPA; http://www.fipa.gov.ba/index2.htm


� Foreign Investment Promotian Agency of Bosnia and Herzegovina – FIPA; http://www.fipa.gov.ba


� State Electicity regulatory Commission, www.derk.ba





Branilaca grada 47/3, Sarajevo 71 000, Bosna i Hercegovina

 Tel:00387 33 222 854; Fax: 442 567, E mail:lespnet@lespnet.ba, lespnet@bih.net.ba, Web page: www.lespnet.ba
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