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Summary: Municipality Nevesinje, as undeveloped, herzegovinian municipality, located in the south of the Republic of Serbian, during pre-war period was a place where strong wood-processing industry existed.  Today, through process of transition and privatization in Bosnia and Herzegovina, the most of the pre-war company is off or in bankruptcy process. Although the most of enterprises are off, very strong developed infrastructure network  has survived until today , in the form of industrial halls, operation and road network. Nevesinje is today municipalitiy with significant forest potential, with significant road infracture needed to transport raw materials and finished products. The most significant thing, that Nevesinje discern from others municipalitises in Herzegovina is the proximity to forest resources over  the town and industrial area. Through this work we will try to consider all aspects and possibilities to initiate wood production in the municipality of Nevesinje. We will analyze the legal status of most commercial enterprises in Nevesinje  that are extinguished or in bankruptcy process, forest resources at the disposal in municipality Nevesinje, operating costs, transportation and the sustainability of forest resources for the next period. In the conclusion, we will offer expertise on the possibilities of launching wood processing industry in Nevesinje as well as examine the cost and duration of this project.
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1. INTRODUCTION
Nevesinje is located in the south of the Republic of Serbian. Today Nevesinje is one  of underdeveloped municipalities in the Republic of Serbian. In the not so distant past Nevesinje had a strong wood processing industry, textile and metal processing industry. In the last decade, all these industries have closed down. Today Municipality Nevesinje faced with a large number of unemployed people most of whom are young ,highly educated people. Because of this current situation and trends the most highly educated young people are leaving these municipality. They see their future in larger and more developed cities in BiH, neighboring countries and often abroad. 
Data from the Employment Service shows that in the Nevesinje live more then 200 highly educated people without a job and the total number of unemployed who are actively seeking a job is 2641 [1].


Forestry complexes  are important natural resources of the Municipality  Nevesinje. Forests cover about 37 615 ha municipality’s area [2]. Surfaces suitable for afforestation of around 9,027 ha, while the forests in private sector covers an area of 6,000 hectares [2]. So Nevesinje municipality has huge forestry potential. 
It is obvious that in the municipality of Nevesinje there are an unused natural resources of the respective forest. Just under 5% of the forest resources are used. 


The development of this branch of industry, which would significantly reduce the number of unemployed people and attract new investors, would reduce the number of young people who are currently leaving this municipality. The development of wood processing industry will contribute to the overall development of this small municipality.  

As a good example of local development, we will give the example of municipality Derventa. For years Derventa record the lowest unemployment rate in Republika Srpska. Over the past few years, 11 Austrian companies opened their factories at the territory of this municipality. These companies opened more then 700 working places at Derventa in the last 11 years. The ratio workers - pensioners is 2.3 - 1 Derventa’s economy makes 12% of total exports of Republika Srpska [3].
2. GEOGRAPHICAL, SOCIAL AND LEGISLATIVE CHARACTERISTICS AND RESOURCES OF THE MUNICIPALITY
The goal of the analysis is to determine what conditions municipality Nevesinje provides for the development of wood-processing industry. The aim is to present municipality’s potential and opportunities to investors and the local community. The research covers natural resources, human resources, geographical features as well as legislative and administrative policy.
2.1 GEOGRAPHICAL FEATURES OF THE MUNICIPALITY
Municipality Nevesinje is located in the southeast of BiH. The average altitude is 885 meters,  Nevesinje covers an area of 923.4 km2 and this is the third largest territory in the Republika Srpska. The area of the municipality of Nevesinje is under the influence of central European continental climate from the north and the Mediterranean climate from the south. [3] 
Nevesinje is situated near several major administrative centers and transport routes. Distance from Mostar is 36 km, Sarajevo 160 km, Podgorica 175km, Port of Ploce 97 km. The new highway corridor 5C that would connect the port of Ploce with Hungary, will be built about 30 km away from Nevesinje.  Municipality Nevesinje is located near several airports (Mostar, Sarajevo, Podgorica, Dubrovnik).
2.2 FOREST POTENTIAL
In the area of municipalities Nevesinje and Gacko state forests are managed by Woodland Botin based in Nevesinje. Woodlands is divided into six units. The most dominant species are: fir, beech, oak and Turkey oak. The structure of forests in the municipality of Nevesinje is shown in Figure 1.
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Figure 1 The structure of forests in the municipality Nevesinje
This space Herzegovina is very suitable for growth of the trees. In some areas there are even some protected species. It is evident that municipality Nevesinje has a large forest potential, total area which is under state’s forests is about 38 000 ha, while in the private sector are 6 000 ha of land [2].
2.3 HUMAN RESOURCES OF THE MUNICIPALITY
As we already mentioned, the Nevesinje’s Employment Service recorded 2641 people who are actively looking a job. The young, highly educated people are usaully with a degree in Economics and Law and with secondary education the most od them are mechanical technicians and locksmiths. There are a several number of magister’s and master’s graduates who are also on the records of this institution. Of the total number of registered job seekers there were 578 younger than 30 years. The age structure is shown in Table 1
Table 1 Age structure of the unemployed [1]
	Number
	Age
	Number pf unemloyed

	1.
	18-20
	4

	2.
	20-24
	194

	3.
	24-27
	185

	4.
	27-30
	195

	5.
	30-35
	294

	6.
	35-40
	363

	7.
	40-45
	373

	8.
	45-50
	421

	9.
	50-55
	338

	10.
	55-60
	219

	11.
	60-65
	53

	12.
	65+
	2


The educational structure of the unemployed is shown in Table 2
Table 2 Qualification structure and number of the unemployed [1]
	Number
	Educational structure
	Number of unepmpoyed

	1.
	No school
	4

	2.
	Unskilled workers
	385

	3.
	Skilled workers
	1051

	4.
	SSS
	931

	5.
	VKV specialists
	22

	6.
	Higher education
	41

	7.
	VSS 180 ECTS
	36

	8.
	VSS 240 ECTS
	161

	9.
	Master 300 ECTS
	9

	10.
	Magisters
	1


This situation is only an approximate picture. A large number of young people do their internship or some sort of practice. There are also a number of people who can not get registered at the Employment Service. According to some unofficial information, unemployment in the municipality of Nevesinje is of 35-40%.
2.4 EXISTING INFRASTRUCTURE

There are many buildings and access roads remained after turning down the wood industry in Nevesinje. Over 80% of roads are in good condition. With a small investment, these roads can be put into full operation. A large part of the road network has been developed for approaching difficult places to reach. The aim of road construction was normal access to the forest. As for the existing buildings, the situation is slightly different. hese are objects that were built 80-ies of the last century and even earlier so that their application is now virtually excluded. The development of  new technology for processing wood and wood products were overcome previous technology. Today,   environmental standards much stricter than before 20 years . Great attention is paid to recycling and maximizing the energy yield. Existing buildings are in more than 80% of cases unusable. 
2.5 REGISTRATION OF THE COMPANY
The complexity , long duration of the registration process and expense of establishing the company are very often a major problem for investor’s decisions to invest money in some municipality in Republika Srpska. The first thing that must be determined is the form in which the company will be registered. Before the process of registration, it is necessary to make a business plan. Business plans actually represent the development of business ideas. The business plan should contain:Vašu poslovnu ideju

· Your business idea,

· The characteristics of your product or service,

· Your Market,

· Competition,

· The financial business plan for the first year.

When you define a business plan it is necessary to keep into account  the deadlines and financial costs. The costs and time limits for the realization of business ideas are prescribed by the law. In the tables you can find more information about the terms and costs that are necessary for the realization of business ideas. Table 3 presents the cash expenditures that are necessary to run a limited liability company.
Table 3:  Registration of the limited liability company.
	
	Item
	Place:
	Price

	1.
	Basic capital
	
	2 000 KM

	2.
	Proff of payment ofthe basic capital
	Bank
	20 KM

	3.
	Tax certificate
	Tax Administration
	20 KM

	4.
	Court forms
	Judicial bookstore
	20 KM

	5.
	Seal
	Die sincer
	20 – 50 KM

	6.
	Court fees for the registration of the company
	
	500 KM

	7.
	Solution of Market inspection
	Market inspection
	150 KM

	8.
	Statistical number
	Department for statistics
	100 KM

	9.
	APIF code
	Tax Administration
	-

	10.
	Assigned either customs code
	Either customs administration
	10 KM



It is necessary to allocate about 3 000 KM  to register a limited liability company (LLC). It takes 3 months (90 days) for the registration process. The registration process is quite expensive and time consuming. Deadlines are too long and  taxes are too high. 
3. SITUATION ANALYSIS, THE COURSE OF ACTION AND EXPECTED EFFECTS
Municipality Nevesinje has enormous forest potential used minimally. The most numerous forest are beech forests and sawmills. These types of wood are the most common raw materials in the wood processing industry. This municipality is characterized by the proximity and accessibility of raw materials. Nevesinje is significantly different from most other municipalities in BiH where the wood raw material is located in inaccessible places.
According to data from the Employment Service in the municipality there is a large number of unemployed people with different occupations. It should be noted that the Faculty of Mechanical Engineering in East Sarajevo started department for "mechanical wood processing." This means that there is the possibility of training future staff in this area of industry. Nevesinje is also located in a very convenient geographical position, with a small distance from transport hubs and major administrative centers. 


When we consider all aspects, Nevesinje is ideal location for the development of the furniture industry, wood for construction purposes and the production of semi-products for various purposes. The development of these two sectors would open the possibility for the production of pellets and production of pressed chipboard. It is important to note that despite the great forests of Bosnia and Herzegovina over 80% of these products are imported, and the furniture industry is one of the few industries that their products still manages to sell in the EU. 


In the future period, it should form a team of experts to accurately estimate the annual quantity and quality of wood. It is necessary to create a financial plan that would include all expenses and money that would be required to establish production. Also, we should consider the possibility that with the favorable bilateral conditions all the work to be left to the private sector.


By running these industries, municipality would reduce the number of unemployed people, and thus would reduce the number of young people who are leaving this municipality on daily basic.
4. CONSLUSION
Municipality Nevesinje fulfills most of the key preconditions for the development of wood-processing industry. There exist a large forest potential, labor force and good geographical position of the municipality. The key problem is the lack of information that should be available to potential investors.


It is necessary to form a  team of experts. That team should create a clear development platform for wood-processing industry from technical and economical aspects. Based on those datas, the municipality needs to make a presentation that would provide all the necessary information to potential investors. Municipalities could accelerate the deadlines for the registration of companies and obtain all necessary permits and certificates.


Future steps in the research would refer the accurate assessment of forest resources and wood quality as the main resource in the wood-processing industry. This is the main parameter for the development of this industry, so it is necessary to thoroughly investigate all these aspect.
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