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PREFACE 
 
 The boundaries established by the Dayton Accord cut across natural economic 
regions and leave two entities that must trade with each other and the outside world. Similar 
and compatible laws and practices relating to land and land tenure will assist cross border 
trading. There are strong reasons for encouraging a parallel and coordinated approach to the 
reform of land law, the improvement of conditions to encourage land markets and the reform 
of the structure of the land holdings.  
 

RECOMMENDATIONS 
 The recommendations in this report listed in brief below apply to both entities: 
 

• The average farm size should be increased by using the existing consolidation 
mechanisms. 

• The operation of the land markets should be facilitated by the removal of 
impediments and the development of professional expertise. 

• The leasehold market for agricultural land should be facilitated. 
• The pattern of taxation on property should be amended by reducing the 15 percent 

duty on property transferred, and by the abolition of the cadastral taxation base 
and there should be put in its place a broader based property tax. 

• The creation of a mechanism for local farmers to take control of certain 
agricultural land development matters is needed. 

• A study of ways of preventing fragmentation on inheritance should be initiated as 
soon as possible. 

• The matters of restitution and privatization are addressed. If there is a real 
intention to restore land to former owners it must be done before the sale of state 
farms. The sale of state farms needs careful planning. 

• There is a strong need for the governments of both entities to undertake the 
formulation of an over all national land policy which will allow the prioritisation 
of issues and the best use of scarce resources. 
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I.  DESCRIPTION AND IDENTIFICATION OF THE SIGNIFICANT 
FACTORS 

1.1  Geography  
 Bosnia Herzegovina is a small mountainous almost land locked Mediterranean 
country surrounded from the north and the west to the south-west by Croatia and on the 
remaining sides by Serbia and Montenegro. The boundaries in this part of the world after the 
break up of the former Yugoslavia are arbitrary and confused, owing little to natural 
geography and everything to the ethnic origins of the populations and the outcome of the war. 
When the boundary between the two entities was then added to the map it created a further 
dimension to the confusion. Any attempt at self sufficiency within these artificial boundaries 
is unlikely to succeed. Furthermore, being situated close to the EU, with expansion probably 
soon bringing the boundaries closer, international trade is ever more the norm. The 
geography thus dictates that an agricultural strategy must be based on using the few natural 
advantages of the country to produce commodities in which to trade.  
 

1.2  Topography 
 The major part of the country is mountainous. The figures for the Federation are as 
follows: 
  
 Lowlands  2.5 percent, 
 Hilly region   27 percent, 
 Mountain region 62 percent, 
 Mediterranean region  8 percent. 
 
 The figures for the Republika Srpska are not available but there should be a higher 
proportion of lowlands and less mountain region. There is much more good quality relatively 
flat land in the North, particularly along the Sava River. In both entities the mountainous 
nature of the country does, however, ensure a good water supply in most areas. 
 

1.3  Land Types and Classification 
 A comparison can be made from the table below of the distribution of better quality 
land between the two entities. 

Table 1: Land Classification in BiH 
Bonity  BiH Federation Republika Srpska 
Classification ha % ha % ha % 
I – III 775,907 15 345,244 13 429,663 17 
IV – IVB 1,126520 22 648,505 25 478,015 19 
V – VI 1,654,616 32 807,567 31 847,049 34 
VII – VIII 1,556,857 30 806,263 31 750,594 30 

TOTAL 5,112,900 2,607,579 2,505,321 
 
 The Republika Srpska does have the greater part of the better land with 55 percent of 
the land classified as I to III. 
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1.4  Land Use 
 The advantages of the Republika Srpska are also shown in a comparison of land use 
using figures from before the war. 

 

Table 2: Land Use in BiH per capita 
Use Hectares per capita in the 

Federation 
Hectares per capita in 

Republika Srpska 
Arable land and gardens 0.17 0.38 
Orchards and Vineyards 0.02 0.034 
Total agricultural land1 0.45  0.8 

 

1.5  Land Ownerships 
 Data for the size of holdings is known from pre-war figures in accordance with the 
following table. 
 
 

Table 3: Size of holdings in BiH 
Size of holding in hectares % 
up to 1 34.5 
1.01 to 2.0 19.5 
2.01 to 5.0 29.5 
5.01 to 10.0  13.7 
larger than 10.  2.8 
 
 More than half the holdings are less than 2 hectares from which it is impossible to 
earn an adequate living2.The disadvantage of the small size of the farms is further 
compounded by fragmentation of holdings which seems to vary in extent from one region to 
another. Some sources quote an average holding having eight separate parcels. The figures in 
the above table seem to take no account of consolidation due to leasing of land but only the 
ownership.3 Although the size of farms actually farmed may be larger, it is still such that it 
severely restricts the adoption of more modern agricultural systems. This is in contrast with 
the state farms, which are generally very large. Private land forms about 90 percent of the 
land in the Federation and 78 percent of that in Republika Srpska. 
 
 Note on sources. The figures and tables above are extracted, adapted or derived from 
reports commissioned from working groups in each entity as follows. i) “Land use, (water 
use) and land preservation” under the chairmanship of Professor Resulovic for the 
Federation. ii) “Report on use and preservation of land” under the chairmanship of Mr 
Dusko Komarcevic. Both documents contain much other useful material, which has been 
used in this report together with further information provided in meeting with the groups. 
 

                                                 
1  Including pasture and meadow. 
2  Assuming that the holdings are not very intensively capitalized, which very few of them are. 
3  The small size of the average farm results from a former ceiling of 10 hectares. 
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1.6  Institutions 
 The location and structure of those institutions dealing with land administration and 
land management is important in determining their efficiency and effectiveness. It is not 
possible to make definite recommendations. However, the following general observations are 
offered as areas, which merit more attention. These relate to (i) the line responsibilities for 
Land Registration functions, (ii) the future role of the Institute of Agropedology and (iii) the 
need for valuation skills to be developed. 
 
 The function of land registration and land cadastre is decentralized to municipality 
level. It is not clear to the author if that function will revert to the canton level in the 
Federation.  There are advantages to having the function performed within the area for which 
it is responsible because it facilitates access for members of the public. There is, however, a 
problem of specifying and maintaining quality and ensuring the offices are properly staffed. 
It appears that there is divided responsibility with the local authority having the line 
responsibility but the Geodesy and property Judicial Office are responsible for the supply of 
trained staff and technical expertise. Such matters have to be considered in relation to the 
wider context of the decentralization of power to local authorities. Although there was no 
evidence that this aspect is yet causing a problem it is one that is fundamental to the efficient 
management of the Registry. 
 
 The Agropedological Institute holds excellent soil maps for the entire country. The 
Institute has clearly carried out its primary task of creating these maps and is seeking to 
redefine its role. It is important that this high quality soil information should be available 
locally in both entities. It is not clear that this is the case now. It may be that the information 
should be digitized and made available electronically. However, there needs to be a cost 
benefit study to see if the expense is justified. It is likely that the institute would benefit from 
some external assistance to plan its future role and it is recommended that this possibility be 
explored. 
 
 It would appear that there are no persons available with skills in valuation and land 
management. They are needed in the public sector to staff the departments carrying out 
official valuations, and in the private sector for many functions including valuations for 
mortgages. Persons with similar skills are required to manage the public sector estate. 
Training and education should be instituted to permit the appropriate institutional 
strengthening. 
 

1.7  The Land Registration System 
 The system for recording and registering land ownership and transfers has been 
considered to see how far at present it impedes or supports the land market and whether the 
system requires improvement to accord with modern practices. The general conclusions are 
that the operation of the land market is not inhibited but attention will have to be given to 
costs of operation if the system is to be sustainable out of revenues paid by the users. 
 
 The general system is described in the local consultants’ reports. The essential 
features derived from that description and other information is as follows: 
 

• The basic methods derive from the Austro Hungarian two book system 
commenced in 1884 with a legal register and a “cadastral” register. There were 
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sound historical reasons for the existence of a two register system. These reasons 
no longer exist and cause difficulty in keeping the two registers in accord. There 
are frequent discrepancies. The problems have been recognized for some years in 
Bosnia Herzegovina and there is a programme to combine the two registers. The 
work is time-consuming and expensive.4 

• The original cadastral maps were not considered adequate and there has been a 
mapping programme in progress from 1953 using aerial photogrammetry with 
about 90 percent of the country mapped by 1992.5  Flying for survey purposes was 
obviously not practicable during the war and is not at present permitted. 

• The modernized system provides a system of land registration and a transfer 
mechanism that is sound and provides no impediment to the operation of the land 
market or the registering of a charge on the land as security for a loan. Even in 
those areas where the records are incomplete the above functions are nevertheless 
carried out although with more difficulty. 

• There are several areas where the former municipality is split between the two 
entities. This does in practice create difficulties as people are reluctant to enter the 
other entity. 

• The relevant ministries are receiving Swedish technical assistance and finance.6 
• A local study will be completed (in the Federation at least) which will consider 

the present situation, and identify the needs and future priorities. 
 
 The conclusions are:  

 
i) that the land registration system is not an impediment to agricultural 

development; 
ii) that the governments of both entities well understand the technical needs; 
iii) that they are already receiving technical assistance. 

 
 Therefore in most respects this is not a priority area. 
 
 There are however two areas of concern. The first is those records that are situated in 
another entity following the Dayton Accord. The second is the long-term financial viability 
of the system. 
 
 In the countries with most modern practices in land registration a general principle,  
as for many other services provided by governments, is that it should be self-supporting 
financially. Such requirements will apply to BiH sooner or later. There are many examples in 
Europe and elsewhere that demonstrate that this can be done for land registration. The 
revenue is derived firstly from charges made to those who use the registers, by means of a fee 
for registration, or alteration of the registries, and secondly by selling information derived 
from the registers.7 The second source of revenue is best served through information 
technology and the ability to access the data base remotely. Such circumstances will not be 
immediately available in BiH. The revenue will in the short term have to be derived from fees 

                                                 
4  The evidence from one municipality is that the work rate is about 300 properties per person per year. Thus a 
    municipality of 60,000 properties might require a team of 50 persons over a four year period. 
5  The plans were made in scales1:500, 1:1000, 1:2500, 1:5000 depending on the conditions. 
6  The level of assistance is reported to be for 1997 DM1.5 million, & in 1998 DM4 million. 
7  Dutch Kadaster are an excellent example of how this can work well. 
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charged to persons transferring land or otherwise requiring an alteration of the records. 
Elsewhere in this report  
(see paragraph entitled Taxation) it is recommended that fees on transfer should be in the 
region of 2 percent, and certainly not above 5 percent, calculated on the price of the property 
in the transaction. It would be possible to calculate the level of income that this level of fees 
would produce,8 and such figure would be the ceiling within which the system must operate 
in the future. Technical considerations and professional standards will have to be managed in 
accordance with the resources available. This approach is quite different than the previous 
one and the management and staff will need to make a difficult adjustment. Previously, the 
perceived professional standards dictated the amount of resources that were made available. 
 
 The second problem of divided records created by the entity boundaries is a question 
without an immediate solution. In theory there is no reason why users should not cross the 
entity boundary but many are reluctant to do so. The longer-term solutions are either (i) to 
divide the records and relocate them within their own entity or (ii) use some means of 
remotely accessing the records and effecting transfers remotely. It is recommended that both 
solutions be examined. In addition there needs to be a body of professionals whose 
professionalism and probity is trusted by persons on either side of the entity border and 
outside the country. 
 

1.8  Displaced Persons 
 It is estimated that 2.3 million people left their homes as a result of the war and 
329,000 were killed. There are estimated to be a 866,000 displaced persons in the two entities 
as shown in the table below. There are also about 1.2 million refugees in other countries. 
 

Table 4: Estimated Displaced Person Population According to Entity and Ethnicity.9 
 Bosniak Croat Serb Other Total 
Federation 365,300 81,500     2,100 1,100 450,000 
Republika Srpska          30        80 415,890  416,000 
Total 365,330 81,580 417,990 1,100 866,000 

 
 The Dayton Peace Accord points out in article 1: “All refugees and displaced persons 
have the right freely to return to their homes of origin. They shall have the right to have 
restored to them their property of which they were deprived in the course of hostilities since 
1991 and to be compensated for any property they cannot have restored to them”. 
 
 The phrase about compensation has not been implemented and there are no resources 
to do so. The annex continues with articles designed to ensure that both entities comply with 
rules designed to achieve the overall aims. 
 
 The Commission for Real Property Claims of Displaced Persons and Refugees 
(CRPC) was set up to facilitate the process. They have received more than 50,000 claims and 

                                                 
8  The calculation could be made first by ascertaining the average number of transactions per annum, sampling 
    an adequate number of them, calculating the fees income on the sample and thus the fee income for each 
    Entity. 
9  From a report commission by UNCHR and the Commission for Real Property Claims of Displaced Persons 
    and Refugees. December 1997.  Principal author Marcus Cox. 
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most wish to return to their homes. However, a certain percentage wish to dispose of the 
property and relocate. Of these only one in five would seek to relocate in a rural area. Most of 
the claims dealt with by the CRPC relate to urban properties. 
 
 The claims received form quite a small proportion of the total number of displaced 
persons.10 However, the well run and effective bureaucratic machinery is in place for claims 
to be made and there are no recommendations to be considered in this aspect. It is worth 
considering how land and property may be traded across entity boundaries or leased or 
otherwise occupied temporarily. Most of the means of facilitating these matters are dealt with 
the paragraph below on measures to facilitate the workings of the land market.  
 

1.9  Land Mines 
 Land mines are an enormous problem in BiH. There are more than 17,000 minefields 
covering a minimum of 300,000 hectares. “As of mid-1998, an average of 50 people per 
month are killed or injured by landmines in Bosnia and Herzegovina. Eighty percent of mine 
casualties are civilians and many are male farmers who provide the main source of economic 
support for their family. Wartime confrontation lines, which continue to contain the highest 
concentrations of landmines and unexploded ordinance, correspond to some of the most 
productive agricultural areas of the country. Because most residents of these former 
confrontation zones were forced to flee during wartime, these locations are now among the 
highest priority locations for refugees and internally displaced person  return. The presence, 
or suspicion, of landmines in these areas reduce agricultural production possibilities in these 
areas and contribute to continued reliance on the international community for food 
assistance.”11 
 
 The cost of clearing mines is estimated at between DM3 and DM12 per m2 depending 
on “type of terrain, density of vegetation, density of residual surface metal and density of 
mines”12 with an average of about DM7 to DM8 per m2.13 With the passage of time the 
vegetation will tend to get thicker the cost of de-mining will increase. It is reasonable to hope 
that a technological solution will be found to decrease the cost but expert opinion see little 
hope for this in the immediate future. 
 
 The Federation estimates that there are 270,000 hectares of land contaminated by land 
mines and this amounts to 27 percent of the agricultural land. There is some evidence that 
this tends to be the better land in the valley bottoms. The Republika Srpska is less affected. 
The map of the location of the land mines would suggest that possible some 70,000 hectares 
are affected.14 These figures would suggest that the scale of the problem is such that the 

                                                 
10  The claims received relate to number of properties which will be less than the number of persons. The two 
     figures should not therefore be directly compared. 
11  This is from a report commissioned by FAO ( July 1998) by General Scott Pilkington which seeks to 
     prioritize de-mining of agricultural areas. There is in it much valuable information which is not repeated 
     here. 
12  Gen. Scott Pilkington 
13  This means that the cost of clearing the mines at DM75,000 per hectare is well above the value of the 
     agricultural land at about DM10,000 per hectare. 
14  It is suspected that there must be a more accurate figure available than this rough estimate. It is not clear how 
     accurate are the figures for the Federation. This is their own estimate and is used for want of anything better. 
     No similar figures were seen for Republika Srpska. The estimate of 70,000 hectares comes only from a  
     rough estimate based on the map of mined areas probably originating in the Federation. This may indicate  
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present day cost of clearing the mines would be in the order of DM22 billion or US$13 
billion. 
 
 There are many international agencies involved in mine clearance but none have yet 
put agricultural land as a priority. Progress is not fast. It seems that less than 1,000 hectares 
are being cleared a year at present. It is unlikely that more than 2,000 hectares will be cleared 
per annum in the foreseeable future. The time scale for complete clearance is therefore well 
over 100 years at the present rate of progress. 
 
 This report does not repeat the work done by General Pilkington in which he 
formulates a strategy for the de-mining of agricultural land. It is worth noting that when 
considering priorities there are certain conflicting factors. Even before the war there was 
unused agricultural land due to the trend for people to move into the urban areas or gain their 
living from activities outside agriculture. The war has speeded up this process and in some 
areas there is no economic pressure to clear the mines and reuse the agricultural land. This is 
reflected in the high cost of clearing mines and the lower value of agricultural land. However, 
this is not solely a economic matter. There are of course important humanitarian 
considerations. 
 
 The logic of the above is that the priority agricultural areas have to be very carefully 
selected to make the best use of scarce mine clearing resources. 
 

                                                                                                                                                        
     that there is still a remarkable lack of consolidated information about the minefields. 
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II.  IDENTIFICATION OF THOSE CONSTRAINTS NOT 
REMEDIABLE IN THE MEDIUM- AND SHORT-TERM 

 The strategy for agriculture will include plans for alteration and improvement of 
many matters. Some matters can be changed relatively quickly. Other matters will take longer 
and some will take a considerable period. The short- and medium-term strategies for 
agriculture should recognize that there are matters that will not be changed within the time 
scale with which it is concerned. These factor are as follows: 
 

i) The presence of land mines on large areas of agricultural land. At the present 
rate of progress the mines would take more than one hundred years to clear. 
Agricultural land is not at present a priority and progress on agricultural areas 
will be minimal within the next ten years. 

 
ii) The pattern of ownerships will take a generation to alter. Small farm 

ownerships will still dominate the agricultural landscape for the relevant 
period although occupations through leasing may alter the size of farms at a 
faster pace. 

 
iii) Many displaced persons will not return to their former homes and the 

adjustments to ownerships will continue to take place throughout the relevant 
period. 

 
 Thus although all these factors need to be changed, the strategy must recognize that 
they can not do so quickly. 
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III.  PRIORITIES FOR CHANGE 
 Six priority areas for change are identified for consideration by the government of 
each entity in addition to the questions of restitution and privatization, which are dealt with 
separately. They are not listed in any order of priority. 
 

3.1  Consolidation of Fragmented Holdings 
 There is available widespread experience from many countries over many centuries in 
the practice of consolidation of fragmented holdings. There has long been recognition of the 
agricultural benefits of amalgamating plots. Many countries have transformed their rural 
landscapes through consolidation schemes. Although the methods and procedures vary, there 
is a large body of evidence from which successful precedents can be drawn. It should be 
noted that the consolidation of fragmented holdings does not directly affect the size of farms. 
It does however make it simpler for market factors to consolidate ownerships and 
occupations.  
 
 In Bosnia and Herzegovina the need for consolidation of fragmented holdings has 
been recognized for some time. The laws and procedures are in place in both entities and 
reported to provide a sound tried and tested procedural basis. Approximately 32,000 hectares 
in the Federation have been subject to consolidation schemes. Probably a greater area has 
been consolidated in RS but in total the area is small relative to the whole agricultural area. 
There is a need for much more consolidation and no schemes have been carried out since the 
war. It is reported that those schemes completed have been well executed and provided a 
much improved agricultural environment. There is clearly no shortage of local expertise in 
the execution of such schemes. 
 
 The procedures provide for a more than 50 percent majority of the owners to be in 
favour of the scheme. Careful surveys are carried out of the existing conditions and a notional 
value is allotted to each separate plot and these notional values serve as a basis for allocating 
ownership of lands in the revised scheme. The painstaking design of schemes is a necessary 
part of the successful execution. It is always time-consuming and costly. All revised schemes 
of ownership in whatever country always require the installation of works of infrastructure. 
In Bosnia and Herzegovina in the past opportunity has been taken to install a much improved 
infrastructure and consequently the cost has been high. It is these infrastructure costs that are 
now identified in both entities as the limiting factor that has prevented faster progress in the 
past and will hinder future progress. 
 
 It is recommended that the governments of both entities adopt the policy of 
encouraging future consolidation schemes. Three ways of facilitating progress are suggested: 
 

i) the recovery of part of the cost from the beneficiaries, 
ii) the local control of consolidation schemes and, 
iii) finding ways of minimizing the infrastructural changes. 

 
 It is unlikely that ministries of agriculture or municipalities or the cantons in the 
Federation will in future have the human and monetary resources available to initiate and 
execute land consolidation schemes on the scale and with the speed that is needed. The 
powers and initiative should be transferred to local control. The farmers and inhabitants of 
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areas in need of consolidation should have the ability to start and execute schemes on their 
own initiative. The outline mechanism for bodies to do this is discussed in this report in 
paragraph entitled “Institutions: Land improvement under local initiative”. Local groups 
starting such schemes will need professional advice and assistance. This would have to be 
bought from the private sector, which would have a large part to play in the execution of the 
technical work involved in consolidation. 
 
 The financial considerations are the key issue determining the speed of progress in the 
future. It is of course possible to view the operation of consolidation as being undertaken in 
the public interest and therefore the cost should be borne by the public purse and the 
beneficiaries should not be required to pay anything. This may well be true but it matters not 
whether this argument is correct in theory. In practice if in the future the cost falls entirely on 
the public sector progress will be very slow or non existent. There must therefore be cost 
recovery from the beneficiaries if faster progress is to be made. However, it is unlikely in 
most situations that the beneficiaries can bear the whole cost and it is recommended that 
there should be a grant from the public purse matching a proportion of the expenditure. 
 
 The governments can assist by publicising good practices and calculating the lowest 
levels of infrastructure that would be acceptable and calculate the cost thereof. 
 
 It is also recommended that the governments consider approaching donors for 
assistance. Before doing so it is recommended that they undertake a study of the total areas of 
land for which consolidation schemes are desirable, the minimum level of infrastructure 
required, the costs of providing the infrastructure, the cost of providing the other services and 
then formulate a realistic programme of schemes for the next ten years.  
 

3.2  Improving the Land Market 
 There already exists a market for agricultural land but it appears as yet to be not very 
active and quite unsophisticated. The reasons preventing it from operating freely are: 
 

i) the traditional and cultural reluctance of small farmers to sell their land, 
ii) lack of experience in buying and selling, 
iii) the lack of alternative investment opportunities, 
iv) the lack of credit available to purchasers and probably, 
v) a lack of trustworthy, trained personnel operating in the market. 

 
 There are, however, two particularly important reasons, which give rise to a need for 
a freely operating land market. Firstly displaced persons would be helped to dispose of land 
to which they do not wish to return and purchasing in a new location. Secondly it would 
facilitate the adjustment pattern of land ownerships to suit the reduced rural population 
resulting from increased urbanization. 
 
 Experience in countries in transition shows that land markets cannot be made to 
happen by official action. Markets have their own independent dynamics. It is however 
important that all impediments to the operation of a market are removed and other facilitating 
measures taken. It is recommended that each entity reviews the following issues, which affect 
the functioning of the market, and takes appropriate actions: 
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1. The transfer taxes, at present at about 15 percent of the sale price, are or will be a 
strong deterrent to the proper operation of the market. Such high rates of tax have 
in other countries been found to: i) cause vendors and purchasers to collude in 
mis-stating the price in the sale document resulting in a less transparent land 
market, ii) encourage vendors not to register the sale of properties but use less 
secure legal devices and iii) cause some sales not to take place. The net result is a 
less active and less secure property market. A tax rate of between one percent and 
five percent would accord more with international norms and not cause any 
distortion.15 

 
2. Property markets need accessible credit. The need for improvements in the 

banking system is addressed elsewhere. 
 
3. The banking and credit system needs not only a system of a charge being 

registered on the property when a loan is made but also a means of foreclosing in 
the event of default. There is already a sound mechanism for recording a charge 
on a property in the registry. It is not clear if foreclosure is adequately covered in 
the law and if so whether the courts do actually enforce the law. These provisions 
are a vital part of the financial system. The governments need to ensure that the 
foreclosure remedy is actually available, readily and speedily at an affordable 
cost. 

 
4. Those engaging in property need to have confidence in the honesty and 

competence of those in the market with whom they are dealing. The professions 
concerned are lawyers, valuers and property agents. There is a tendency for 
emerging land markets to attract a certain number of those who are neither 
competent or honest and who exploit a general ignorance of property matters. 
Governments can assist by i) setting up a registration or licensing system of 
persons who can engage in the business of property agent, ii) drawing up a code 
of conduct, iii) monitoring the conduct of licensees and striking them from the 
register if need be.16 The system should be encoded in the law. It can be self-
funding from a registration fee paid annually. Valuers can be treated similarly17 
but in addition there should be a standard of professional competence required as 
a condition for registration.  Such a requirement implies the introduction of 
facilities to train valuers and some form of examination procedures. 

 
5. In order to encourage transparency the governments should consider 

commissioning and publishing, possibly with foreign assistance, regular (that is to 
say at least every six months) property market reports which would indicate the 
level of activity in the various sectors of the market in different locations and the 
level of values and market prices. Such information will allow a better 
understanding of the property market. It is probable that the task should be 

                                                 
15  The problems of replacing this tax base are recognized and discussed below. Of course the amount charged 
     should cover the costs incurred by the public sector. It is not clear that the present system could provide 
     the land registration services needed  if the charges were only at this level. 
16  A system of bonding could be introduced. In the case of misconduct the agent would forfeit his bond. 
17  It could be worth considering whether all registered valuers should have to insured against claims by clients 
     for professional negligence. Although this is desirable in the long run it is unlikely that the insurance market 
     could yet cope with this sophistication. 
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contracted out to the private sector or university. It is not merely a statistical 
exercise. It is not usually possible to rely solely on the prices stated in the 
cadastre/land register. Some will be misstated for tax reasons. There will also be a 
proportion of sales that are not at arm’s length. 

 
 It should be noted that the steps taken to encourage the proper operation of the market 
in agricultural properties are the same as those required to encourage the other parts of the 
property market. The agricultural property market may tend to be slower to develop and less 
active than other parts of the property market - particularly compared to the residential 
property market.18  The efficiency of the urban property markets is also of indirect 
importance to agriculture. The better and more efficiently land and property are used in the 
urban areas the less pressure there will be to build on agricultural land. 
 
 There is merit in both entities proceeding at the same pace and using similar methods 
to facilitate the land market, especially for those steps taken to improve confidence in the 
probity of the property related professionals. It will give confidence to those displaced 
persons seeking to dispose or otherwise deal with property they have left in the other entity 
and to which they do not wish to return. It is therefore recommended that under the auspices 
of the Office of the High Representative progress to facilitate, encourage and regulate land 
markets is coordinated in both entities probably using the technical expertise and influence of 
the Commission for Real Property Claims of Displaced Persons and Refugees. It is 
recognized that the activities recommended go beyond the activities specifically required 
under Annex 7 of the Dayton Accord. It is likely that modest additional funds would be 
required. 
 

3.3  Agricultural Land Leasehold 
 It is apparent that there is already a supply of land available to rent and many farmers 
do already lease land. It is said that in most areas the supply exceeds demand. Although in 
part this may be caused by the persons displaced by the war, the long-term continuing causes 
are the urbanization of the rural population and the increasing average age of those remaining 
in the rural areas. Typically at present, lettings are of small plots by elderly owners who 
either do not wish to continue farming or cannot do so due to infirmity to farmers who wish 
to increase the size of their farm above the former ten hectare maximum. Probably many 
leases are by word of mouth only. 
 
 A healthy land market should include a strong leasehold sector. Agricultural land 
leases provide a flexible means of access to land, facilitate the optimum use of agricultural 
land and provide a means of increasing the farm size19. Although the present arrangements 
are often working satisfactorily it is probable that the leasehold market can be improved to 
the benefit of the owner, the farmer and agriculture in general. It is recommended that the 
governments take the following steps listed in order of priority: 
 

                                                 
18  It is noted in passing that the legal bases that are necessary to allow condominiums to operate well are absent 
    or inadequate. This is potentially a very important point. There is a significant part of the housing stock in 
    the larger towns in apartment blocks.  If the fabric of these blocks is to be maintained and enhanced the 
    inhabitants must have the legal ability to do so under their own initiative. 
19  Farm size is much more significant than ownership size. 
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i) The first consideration is to ensure that the law adequately recognizes the leasehold 
status20. Note: leases above five years are, it appears, registrable. No change in this 
situation is recommended. 
 

ii) It is recommended that the governments should design and publish a model 
agricultural lease as an example of good practice, copies of which should be available 
in all municipalities. 
 

iii) Consideration should also be given to incorporating the model lease into the law so 
that where the tenancy contract is silent, the relevant parts of the model lease would 
take effect. The advantages are that where a dispute arises on a matter not foreseen at 
the start of the tenancy the parties, and if need be the courts, have a framework on 
which a determination of the dispute can be made. It also allows land to be let with 
the minimum of formality in the knowledge that the legal framework of the lease 
already exists in the law. 

 
 The model lease should cover the following matters amongst others: 
 

• Provisions for compensation to the land owner for any damage done by the tenant 
to the land and farm buildings during the course of the tenancy and not remedied 
on termination; 

• Compensation21 to the tenant farmer from the owner for improvements made by 
the tenant to the property  during the tenancy and which add value to it at the 
termination of the tenancy; 

• The rights of the tenant to receive exclusive use of the property and the freedom 
to farm it as he pleases; 

• The duties of the tenant to farm the land properly and keep the buildings, if any, in 
good order; 

• An obligation on the tenant to pay the rent; 
• The rights of the landlord; 
• The method of terminating the tenancy. 

 
 Agriculture is different from many businesses in that it requires a longer timeframe 
because good farming needs continuity. Many countries have therefore introduced security of 
leasehold tenure to a greater or lesser degree. This may be in the form of a minimum term for 
an agriculture lease (e.g. 12 years in the Netherlands) or rights for an agricultural tenant to 
renew his lease (UK from 1948 until 1995). In such cases the law over-rides the contract of 
tenancy. World wide experience shows that such provisions, if weighted too much in favour 
of the tenant, can have the effect of discouraging landlords from letting their land, reducing 
access to land and the invention of many artificial arrangements to disguise tenancies thus 
reducing the real security of tenure of the farmers involved. 
                                                 
20  The need for leasehold tenure to be clearly defined and recognized is not confined to agricultural land. 
     Leasehold tenure is, or should be, an important part of the residential and commercial market.  
21  There are certain important technicalities to be considered relating to how compensation for improvements 
     should be assessed. The options are either the amount by which the improvement increases the value of the 
     property as an agricultural holding or the cost of the net improvements depreciated for age as appropriate. 
     The former basis is more applicable to long-term improvements and the latter to short-term improvements 
     under which heading would fall growing crops. Similar considerations apply to the assessment of damage 
     caused to the holding.  
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 It is therefore strongly recommended that if any degree of security of leasehold tenure 
is provided in the law, it should not be such as to discourage landowners from letting land. 
 
 It is likely that benefit would be gained from international technical assistance to 
revise the law. 
 

3.4  Institutions: Land Improvement under Local Initiative 
 The change from a command economy to a market economy will bring with it a need 
to provide grassroots institutions that can initiate works of land development and 
maintenance. Much of the administrative capability in the ministries of agriculture has been 
devolved to municipal level. The ability to create initiatives within the public sector will be 
limited. The purpose of this recommendation is to provide a means for small groups of 
farmers in a specific locality independently to initiate matters relating to land and water, 
which require cooperative control beyond that of any single farmer. 
 
 It is recommended that the law should allow the formation of “Land Development 
Boards” (LDB) to carry out certain agricultural development works which could include 
amongst others the following: 
 

• The execution and maintenance of works of land drainage; 
• The execution and maintenance of works of irrigation; 
• The management of common grazing areas; 
• The initiation and execution of land consolidation schemes. 

 
 The list of matters that could come within the scope of a LDB should be restricted 
only to the effect that it must be for agricultural matters related to land and water in a specific 
geographically defined area. It is envisaged that LDBs will be self-governing, self-financing 
bodies with the following features: 
 
 The purpose of an LDB must be the development of land and /or water matters within 
a definitely definable area; 
 

• The beneficiaries of the development and improvements must be identifiable; 
• An LDB will be governed by an elected board. The board will be elected by the 

beneficiaries; 
• An LDB will be self-financing from revenues paid by the beneficiaries. 

 
 The two most difficult issues are the methods of raising revenues and the procedures 
to initiate an LDB. 
 
 In general, the principle is that the beneficiaries pay in proportion to the benefit they 
receive. The methods of calculating the correct proportion will vary depending on the nature 
of the LDB. For instance an LDB formed to manage an area of common pasture would 
probably charge on the basis of number of animals put out on the common pasture by any 
beneficiary. An LDB providing irrigation facilities might change in relation to the amount of 
water used. A land drainage LDB could make a charge either per hectare or on the basis of 
the rental value of each holding. Consideration needs to be given to how far the law should 
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specify the means of raising revenue and what scope LDB should be allowed to devise their 
own methods. 
 
 The means of initiation and formation of an LDB should be simple and un-
bureaucratic. The purpose is for local farmers to take control of a local aspect of their own 
life in a simple and straightforward manner. The law must however provide a democratic 
means of starting a society. In a case where all beneficiaries are in agreement no difficulties 
arise. This will not always be the case. For instance, in areas where it is proposed to form an 
LDB for land drainage there may be farmers and land owners who are opposed because they 
cannot or do not wish to farm their land in a manner that uses the increased capability of the 
land. Consideration should be given to level of consent required to start an LDB and whether 
an LDB should require more than 50 percent consent of the potential beneficiaries. 
 
 It should be noted that there are many examples in many countries of bodies whose 
purpose is to manage communal resources that have either evolved over time or have been 
created by statute. This recommendation does not suggest anything new. 
 

3.5  Inheritance System 
 The normal practice has been for land to be divided physically on death amongst the 
heirs. This has been one of the causes of fragmentation of ownerships. It is considered by 
many that the time is now right to discourage the practice which runs counter to the trend 
towards urbanization and could undo improvements made by consolidation schemes. It is less 
easy to know what should be done because the issue is not merely a legal one but a matter of 
social custom. It is recommended that the matter is addressed by governments with a view to 
considering ways of allowing the heir with the best farming credential to buy out or lease the 
land or share of the other heirs.  
 

3.6  Taxation 
 When considering revisions in taxation it is necessary to take into account the effect 
changes to any one tax will have in relation to the general pattern of taxation and the 
structure of government. Taxes on property are particularly relevant to the pattern of local 
government. Such a detailed review is beyond the scope of this report.  
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 There are certain areas of taxation in relation to which the government should review 
for the impact they may have on agricultural property and consequently the indirect impact 
on agriculture and these are commented on briefly hereunder: 
 

a) The system of cadastral22 taxation is no longer suitable for the modern world. 
When cadastral taxes were introduced in Europe their purpose was clear and 
unambiguous. They were there to raise revenue. Any other purpose was 
secondary. The cadastral system was a sophisticated and comprehensive way of 
fulfilling the primary purpose. The greater part of the economy was derived from 
agriculture and the cadastral system focused on this tax base. The quality of the 
land was the main determinant of agricultural productivity. Therefore the system 
strongly reflected land quality and land usage. Although no doubt expensive to set 
up, once in place the pace of change in agriculture in the last century was such 
that little change and maintenance was required to the cadastral lists. 

 
Circumstances have now changed. Agriculture accounts for only ten percent of 
the GDP. The soil quality of an agricultural holding is now less important 
relatively. Artificial fertilizers can correct deficiencies and improve fertility. 
Mechanization allows timely cultivation of heavy soils. Wet lands can be drained. 
Dry land can be irrigated. Location is now much more important in relation to 
transport and the markets. 
 
The original methods of the cadastral system therefore look only at a very few 
aspects of only ten percent of the total tax base. It therefore makes little sense to 
use scarce resources to maintain a cadastral taxation system that impacts on 
factors that are such a small part of the potential total taxation base. 
 
It is recommended that the cadastral system be replaced by a broad based system 
of property taxation based either on rental values or the capital value of the 
property taking into account land and buildings and applicable to urban and rural 
areas alike. 23 There are no technical reasons why such a tax should not succeed.24 

 
b) The reduction or abolition of one tax requires the replacement of the lost revenue 

from another source. Elsewhere in this report it is recommended that the rate of 
duty on transfer of property be much reduced. This will remove a source of locally 

                                                 
22  In this part of this report the term cadastre and cadastral refer to those land records that once were initiated 
    for taxation purposes and still retain some taxation function although much of their purpose is now for land 
     registration. 
23  The design of such a tax is beyond the scope of this report.  Foreign expertise and guidance may be needed. 
     Although property taxes are common throughout the world there is not a large body of literature to which 
     reference can be made. William Dillinger, 1991. “Urban property tax reform: guidelines and 
     recommendation”, World Bank gives some guidance. Simon H. Keith, 1993. “Property Tax in Anglophone 
     Africa: a practical manual”, World Bank is written for a different audience but still relevant. The Journal of 
     Property Tax and Assessment and Administration published three times a year by the University of Ulster 
     contains material that is relevant. 
24  The choice of “rental value” or “capital value” is not the only decision to be made. In either instance the 
     statutory definition of value should specify whether it is the “highest and best use” that should be reflected or 
     the “current use value”. The latter would more accurately reflect the agricultural potential and ability to pay. 
     The former encourages the employment of land for its most economic use. 
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generated revenue from municipalities. It is recommended that the new property 
tax base be considered as the main source of revenue for the local governments. 

 
It is also recommended that the tax base provided by a property taxation system 
be used to allow the “land development boards” which are described above to 
raise revenue, if appropriate, using the collection mechanism of the 
municipalities. 
 
The replacement of the revenue from the cadastral system which presently appears 
to be a substitute form of income tax for farmers and a way of assessing their 
contributions under a type of payroll tax which goes towards a national insurance 
scheme is more difficult. In the first instance a calculation should be done to 
ascertain if the revenue actually exceeds the costs of assessment and collection 
and if so, by how much. The case for the abolition of the cadastral system is more 
straight forward if no net revenue is raised. 
 
The options for replacing the revenue are probably i) using part of the proceeds of 
the new property tax, ii) requiring farmers to fill in income tax returns and paying 
income tax on the normal basis and iii) using a capitation levy to assess the 
national insurance contribution. There is insufficient information to make any 
recommendations in this report. 

 
c) As the number of larger commercial farmers grows and if income tax rates rise, 

consideration can be given to using the income tax capital allowance system to 
encourage investment in agriculture. This entails allowing the cost of the 
improvement or a proportion thereof as an allowable expenditure to set against the 
assessable income. There are many precedents in other countries although it 
should be noted that the tendency world wide is to reduce the scope of capital 
allowances which can be a source of income tax avoidance and are also regarded 
as being regressive. 
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IV.  RESTITUTION AND PRIVATIZATION 
 The issues of restitution and privatization are closely linked. Restitution relates to 
lands confiscated without payment from owners by the state particularly in the late 1940s. 
There is a recognition in all countries in transition that this was an injustice and there has 
been large scale restoration of properties to former owners or their heirs. Restoration to 
former owners has taken many forms in the different countries. Commonly restitution has 
caused problems by recreating ownership patterns of a past age no longer suitable for modern 
agriculture. 
 
 In Bosnia and Herzegovina the issue has been less urgent because 80 to 90 percent of 
the land remained in private ownership throughout the socialist period. However both entities 
have expressed the intention of restoring confiscated land although the strength of the 
commitments is not clear. The law applicable to both entities allows restitution of land in a 
different location to that originally confiscated. It also allows compensation in lieu of 
restitution. The opportunity is there to rationalize ownership if and when restitution takes 
place. 
 
 Privatization relates, in this part of the report, to the sale or transfer of the state farms 
from public to private ownership. The greater part of the area of almost every state farm 
would appear to have been created from land confiscated from private owners. Informal 
estimates suggest that typically restitution claims could cover 70 percent of the area of the 
average state farm. If the intention to restore land is a firm and genuine commitment the only 
logical order is to carry out the restitution before privatization. It is only way of ascertaining 
the extent of land remaining to be privatized. As restitution, if it were fully carried out, would 
take several years privatization of the state farms would be much delayed with considerable 
deterioration of the fixed equipment. 
 
 In theory there would be the option to compensate the former owners using funds 
received or estimated to be received from the privatization exercise. Although no calculation 
has been made it would seem unlikely that there would be sufficient money received from the 
privatization to cover the restitution claims.  
 
 Several problems will be posed as and when privatization takes place quite apart from 
those caused by restitution. The property assets of the state farms suffer from these 
disadvantages: 
 

i) The state farms are mostly very large units, much in excess of that needed for 
optimum efficiency of farming and not readily saleable as single lots. 

ii) The fixed equipment is old, much of it needing renovation. Some of it is 
worthless and will add nothing to the value. 

iii) The large livestock units, even if in a renovated condition,25 are of very limited 
value. Few farmers or farming companies wish to operate on that scale. There 
may also be environmental problems associated with some of them such that 
potential purchasers will be reluctant to take on that responsibility.  

 
                                                 
25  This does not appear to be the case at the moment.  Most of these units appear in need of much renovation. 
    As the state farms appear to be very short of working capital the situation is likely to deteriorate. 
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 On the other hand there are advantages. The state farms often occupy some of the best 
land which is well serviced with good farm roads. Large areas have access to installed, if 
poorly maintained, irrigation systems. There is a detailed knowledge of the available water 
which generally is in good supply. Much is known about the characteristics and capabilities 
of the soils. There are generally farm buildings in convenient locations some of which can be 
used or adapted for the agriculture of the future. 
 
 It is probable that the goals of maximizing future agricultural potential and 
maximizing the proceeds of privatization are served by the same methods of disposal. The 
size of the lots offered on the market that will maximize the sales proceeds will also be the 
best for agriculture in the future. 
 
 It seems unlikely that the sales proceeds would be maximized by marketing the 
farming companies together with the land that they farm. It is not clear if the larger state 
farms are profitable if measured by international accounting methods. It seems unlikely that 
the larger farms would be viable units if they had to either pay interest on the capital 
employed, including the immovable assets, or even a full market rent. The value then 
probably lies then in the underlying assets. However even if they are profitable the number of 
potential purchasers for the very large farms is limited and amongst that limited number will 
be speculators who will purchase only in order to resell in smaller lots. It therefore seems 
probable that the short-term financial interests of the entity and the longer-term goals of 
sustainable agricultural production are best served by offering the land for sale on the open 
market in suitable lots. 
 
 If the farms, rather than the farming companies, are to be sold and it is considered that 
the land and buildings are the principal or only assets decisions have to be taken about the 
methods of sale, the timing of the sales and the lotting of the properties. This requires skill 
and experience in the agricultural land markets which is not apparently available locally. It is 
likely that international technical assistance will be needed to advise on the methods of 
sales26, the advisability of using international property firms as sales agents27, the definition 
of the lots, and a schedule of sales designed to proceed as fast as possible but to avoid 
flooding the market. It is recognized that a considerable amount of work has been done on 
privatization by government and their international accountancy advisors. There appears to 
be a need for specialist advice. It is recommended that international advice on the marketing 
of the property assets be obtained. 
 
 In view of the potential for delay and in order to remove any subsidy it is also 
recommended that all farming companies farming state land should pay a full market rent and 
be liable for any taxes applicable. 
 

                                                 
26  The options are, in order of effectiveness, private treaty or tender or auction.  However the transparency 
     is in the reverse order. 
27  There are international firms who in association with a local firm could act as agents for the government to 
     facilitate such sales. They charge ad valorem fees payable by the vendor as and when the sales are 
     completed. If the right firm(s) is/are selected the increased receipts generated should more than cover the 
     fees. 
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V.  LEGAL PROVISIONS: POSSIBLE NEED FOR IMPROVEMENT 
 No systematic study of land law has been carried out for this report. It is not clear if 
such a process has occurred and whether the assistance has been received from international 
land lawyers with a knowledge of forms of land tenure required for free market conditions. 
The impression from a partial study of the land relying on imperfect translations is that the 
present law does not provide a clear flexible and secure basis for land tenure or the control of 
land use.  
 
 It is recommended that, if it has not yet commenced, a project should be undertaken 
that will lead to a satisfactory legal code for land tenure and the control of its use. 
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VI.  REVIEW OF LAND POLICY 
 The responsibility for proper operation of the land market and the management of 
land within and without the public sector lies with many parts of the public sector and with 
the private sector. A large number of bodies have responsibility for land and property. It is a 
matter of great complexity with many competing priorities. It is of major importance to the 
economy that the property resources of the country be managed efficiently. 
 
 It is recommended that there should be instigated as soon as possible a review of land 
tenure, land administration and land management matters for each entity so that the priorities 
may be identified as they move from a command economy to the market-led economy. The 
outline terms of reference for the review are as follows: 
 

i) Ascertain the present size of the public sector estate and the present 
responsibilities to manage this resource. 

ii) Review the present public sector functions related to land and property and 
how they are being carried out at all levels. Ascertain the size of the tasks and 
the costs of performing these functions. 

iii) Review the operation of the land and property market and identify those 
players presently involved and ascertain their professional competence and 
honesty. 

iv) Identify the impediments and constraints that prevent the land and property 
market from functioning efficiently and state how these may be removed. 

v) Identify the land and property related functions that must be carried out within 
the public sector, predict the size of the tasks and the costs thereof. 

vi) For each function, identify the body or bodies that should have responsibility 
and write the terms of reference. 

vii) Identify the methods of paying for the land administration functions performed 
within the public sector. Explore ways of recovering costs by charges to the 
users. 

viii) Identify the number of professionals required by each entity to fulfil the 
functions within the public sector and the parallel functions in the private 
sector. Identify the skills and training required and devise methods of 
educating and training the required professionals. 



Bosnia and Herzegovina:  A Medium-Term Agriculture Strategy for the Federation of Bosnia and Herzegovina 
and Republika Srpska - Annex 3:  Land Use and Land Tenure 

   

 22

 This study will require foreign assistance strongly supported by local expertise. The 
review team should comprise the following. 
 

Expertise No. Man months 
Team Leader and international expert on land markets, 
land valuation and land management 

1  4 

Entity Team Leader. Local expertise in one of the 
relevant areas 

2  4 

Local lawyer with expertise in property law 2  4 
Local expert in land surveying 2  2 
Land management experts 2  2 
International expert in land law 1  2 
International expert in education and training in land 
related disciplines 

1  2 

International expert in physical planning 1  2 
Total International 4 10 
Total Local 4 12 

 


