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MEMORANDUM

THROUGH:

FROM:

SUBJECT:

Purpose
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THE WHITE HOUSE
WASHINGTON
July 16, 1999

tive
a pet 31

ciet
FOR THE PRESIDENT Exec

THE EXECUTIVE CLERK

SAMUEL BERGER (4)
LARRY STEIN 4$5

Semiannual Report to Congress on Progress Toward
Achieving Benchmarks in Bosnia

Submit report to Congress on Progress in Bosnia.

Background

The Levin Amendment to P.L. 105-174, the Bosnia Supplemental,
urged you to seek agreement with NATO Allies on benchmarks for a
sustainable peace process, on estimated target dates for
achieving those benchmarks, and on a process to review progress
ttowards achieving the benchmarks. The Amendment also required
you to submit to Congress a report on efforts in this regard.
Your first report under the Amendment was submitted on July 29,
1998, explaining that both NATO and the Peace Implementation
Council (PIC) had adopted a set of ten U.S.-proposed benchmarks
and a six-month review cycle corresponding to Congressional
reporting requirements.

The Amendment also required that semiannually after the first
report, so long as U.S. ground combat forces continue to
participate in SFOR, you report to the Congress on progress made
toward achieving the benchmarks. You submitted the first
semiannual report on February 5, noting considerable progress in
the areas of institutional, legal, electoral and media reform,
but a need for more work on interethnic tolerance and
reconciliation as well as organized crime. Attached is a second
semiannual report in reponse to the requirement. It concludes
that, despite the conflict in Kosovo, progress has been made
toward Dayton implementation. Nevertheless, much remains to be

cc: Vice President
Chief of Staff
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accomplished in areas such as refugee return, economic
development, and organized crime. The conclusion is that SFOR's
presence continues to be crucial to create a secure and stable
Bosnia and Herzegovina.

RECOMMENDATION

That you sign and transmit to the Congress the enclosed letters
and report.

Attachments
TabaA Transmittal Letters
Tab B Report to Congress

2

accomplished in areas such as refugee return, economic
development, and organized crime. The conclusion is that SFOR's
presence continues to be crucial to create a secure and stable
Bosnia and Herzegovina

RECOMMENDATION

That you sign and transmit to the Congress the enclosed letters
and report.

Attachments
TabaA Transmittal Letters
Tab B Report to Congress



Tab ATab A



THE WHITE HOUSE
WASHINGTON

Dear Mr. President:

As required by the Levin Amendment to Public Law 105-174, the
Bosnia Supplemental, I transmit herewith a six-month periodic
report on progress made toward achieving benchmarks for a
sustainable peace process.

Sincerely,

The Honorable Al Gore, Jr.
President of the Senate
Washington, D.C. 20510

THE WHITE HOUSE
WASHINGTON

Dear Mr. President:

As required by the Levin Amendment to Public Law 105-174, the
Bosnia Supplemental, I transmit herewith a six-month periodic
report on progress made toward achieving benchmarks for a
sustainable peace process.

Sincerely,

The Honorable Al Gore, Jr.
President of the Senate
Washington, D.C. 20510



THE WHITE HOUSE
WASHINGTON

Dear Mr. Speaker:

As required by the Levin Amendment to Public Law 105-174, the
Bosnia Supplemental, I transmit herewith a six-month periodic
report on progress made toward achieving benchmarks for a
sustainable peace process.

Sincerely,

The Honorable J. Dennis Hastert
Speaker of the

House of Representatives
Washington, D.C. 20515

THE WHITE HOUSE
WASHINGTON

Dear Mr. Speaker:

As required by the Levin Amendment to Public Law 105-174, the
Bosnia Supplemental, I transmit herewith a six-month periodic
report on progress made toward achieving benchmarks for a
sustainable peace process.

Sincerely,

The Honorable J. Dennis Hastert
Speaker of the

House of Representatives
Washington, D.C. 20515



THE WHITE HOUSE
WASHINGTON

Dear Carl:
As required by the Levin Amendment to Public Law 105-174, the
Bosnia Supplemental, I transmit herewith a six-month periodic
report on progress made toward achieving benchmarks for a
sustainable peace process.

Sincerely,

The Honorable Carl Levin
United States Senate *

Washington, D.C. 20510

THE WHITE HOUSE
WASHINGTON

Dear Carl:
As required by the Levin Amendment to Public Law 105-174, the
Bosnia Supplemental, I transmit herewith a six-month periodic
report on progress made toward achieving benchmarks for a
sustainable peace process.

Sincerely,

The Honorable Carl Levin
United States Senate
Washington, D.C. 20510
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REPORT TO CONGRESS ON PROGRESS TOWARD ACHIEVING

BENCHMARKS IN BOSNIA

As required by section 7 of public law 105-174, this report

outlines the latest developments in our continuing efforts to

achieve lasting peace in Bosnia and Herzegovina (BiH). In

February 1999, I sent the first semiannual report to Congress

detailing the progress towards achieving the ten benchmarks

adopted by the Peace Implementation Council (PIC) and the North

Atlantic Council (NAC) for evaluating implementation of the

Dayton Peace Accords. This second semiannual report provides an

updated assessment of progress on the benchmarks.

As the conflict in Kosovo so clearly demonstrated, the

United States continues to have strong national interests in

fostering regional security and stability in Southeastern

Europe. To that end, we are making headway in supporting a new

BiH on its way to political and economic recovery. The United

States took the lead in brokering the Dayton Peace Accords,

which BiH, Croatia, and the Federal Republic of Yugoslavia

(Serbia-Montenegro, or "FRY") all signed. Now, we must see

through the implementation of the Accords, at once advancing

peace and stability while helping BiH to take on increasing

levels of autonomy and responsibility for its own affairs.
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In June 1999, the United States, BiH, and 40 other European

states, as well as NATO, the EU, the OSCE, the UN and other

organizations adopted a Stability Pact for Southeastern Europe,

under which we will work together to stabilize, transform and

eventually integrate the countries of southeastern Europe into

the European and transatlantic mainstream. Together, Dayton and

this broader regional effort balance our own goals with BiH's

aim to become self-sufficient and integrated as a full member in

the family of European democracies.

The following evaluation provides a detailed account of

progress made over the past six months despite the conflict in

Kosovo. A basic structure of government is now in place in BiH.

Dayton-mandated central institutions have been created and are

functioning. These include the Joint Presidency, Council of

Ministers, Parliamentary Assembly, Standing Committee on

Military Matters, and Central Bank. Nevertheless, there remains

much room to improve the effectiveness of these and other

institutions, and many tasks remain before a truly multi-ethnic

state is firmly established. Some important political leaders

still resist cooperating with the international community and

with one another. Serb hardliners in the Republika Srpska

assembly, backed by Milosevic, have tried to unseat RS Prime
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Minister Dodik. Our response has been absolute and unwavering

support for Dodik. This support bolstered him through NATO's

air campaign. Additionally, war criminals remain at large, the

rate of minority refugee returns continues to be unsatisfactory,
and many needed economic and judicial reforms 'are still pending.

A benchmark-by-benchmark analysis of the current situation in

BiH follows:

1. Military Stability. Aim: Maintain Dayton cease-fire.
Since the February 1999 assessment, and despite the Kosovo

crisis, BiH continues to be relatively calm. However, the

recent NATO operations in the FRY have significantly slowed

progress toward increasing mutual confidence among the Entity
Armed Forces (EAFs). In addition, the Republika Srpska's (RS)

military relations with SFOR have been adversely affected.

Individual members of the RS military supported the Serbian

Yugoslav Army (VJ), Ministry of Police (MUP) and paramilitary

groups in Kosovo. Senior levels of the RS military also

provided behind-the-scenes support to the VJ during NATO's air

campaign. Federation armed forces were not involved in any way.

Since the Madrid PIC in December 1998, the Office of the High

Representative (OHR), OSCE, and SFOR have been cooperating

closely to increase the professionalization and education of the

EAFs in order to push the Entities towards a common BiH security
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policy and a Bosnia-wide defense structure. Recent OSCE and

NATO/SFOR activities suggest that major improvements in this
area are possible and that there is an increased willingness to

cooperate at the highest levels. A Permanent Secretariat for

the Standing Committee on Military Matters is being established.

Despite the strain imposed by Kosovo, the Military Liaion
Mission (MLM) is flourishing, and the establishment of Joint
Verification Teams at the Multi-National Division (MND) level is
encouraging.

2. Public Security and Law Enforcement. Aim: A

restructured and democratic police force in both entities.
There continue to be positive signs of reform in both public

security and law enforcement The Federation and the RS have

signed agreements with the UN International Police Task Force

(IPTF) committing both governments to a process for

restructuring police forces in accordance with democratic

principles. The local police now organize their own law

enforcement coordination meetings and assist one another in

their duties. The Federation Police Academy, with U.S. and IPTF

assistance, graduated its first class in 1998, and even more

have enrolled in its second course, which is currently underway.

Though progress has been made, all sides unfortunately continue

to lag in the hiring of minority officers, and tensions will
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persist during implementation of IPTF efforts to make local

police forces fully multi-ethnic. Local police, with IPTF

coordination, are undertaking increasingly professional and

serious criminal investigations, and SFOR, within its mandates

and capabilities, continues to support the IPTF and BiH

authorities. Public disorder, as was demonstrated during NATO

action in Kosovo, remains a threat in Bosnia. SFOR's use of the

Multinational Specialized Unit (MSU), which is not yet fully
staffed, has been crucial in supporting local police in their

response to these situations.

3. Judicial Reform. Aim: An effective reform program.

Under Dayton, OHR has overall responsibility for civilian
implementation and hence for achieving reform of the court

system. It is assisted by many international organizations and

NGOs. The UN's Judicial System Assessment Program (JSAP),

composed of both international and local staff, issued its first
comprehensive report in April 1999, covering many areas of the

law that need reform including property, employment, and

commercial law. The JSAP has made a concerted effort to involve

Bosnian legal experts in judicial reform, ensuring that local

capacity is developed at the same time that critical areas

requiring reform are identified. :

5

persist during implementation of IPTF efforts to make local

police forces fully multi-ethnic. Local police, with IPTF

coordination, are undertaking increasingly professional and

serious criminal investigations, and SFOR, within its mandates

and capabilities, continues to support the IPTF and BiH

authorities. Public disorder, as was demonstrated during NATO

action in Kosovo, remains a threat in Bosnia. SFOR's use of the

Multinational Specialized Unit (MSU), which is not yet fully
staffed, has been crucial in supporting local police in their

response to these situations.

Judicial Reform. Aim: An effective reform program.3.

Under Dayton, OHR has overall responsibility for civilian
implementation and hence for achieving reform of the court

system. It is assisted by many international organizations and

NGOs. The UN's Judicial System Assessment Program (JSAP)

composed of both international and local staff, issued its first
comprehensive report in April 1999, covering many areas of the

law that need reform including property, employment, and

commercial law. The JSAP has made a concerted effort to involve

Bosnian legal experts in judicial reform, ensuring that local

capacity is developed at the same time that critical areas

requiring reform are identified :



6

4, Illegal Institutions, Organized Crime, and Corruption.
Aim: The dissolution of illegal pre-Dayton institutions.
Customs control has improved over the last six months.

Following advances in police and law enforcement reform, greater

emphasis has been placed on dealing with corruption and

organized crime. Units specializing in organized crime and

drugs, for example, have trained local police and are providing

technical assistance to ongoing investigations. A stronger

civil society is taking root. As state institutions become

stronger and decision-making by governmental bodies becomes more

transparent, parallel institutions will gradually lose support.

This is an ongoing process that still requires a great deal of

work. Political leaders are being encouraged to develop a

strategy to address the issue of corruption.

5. Media Reform. Aim: A regulated, independent and

democratic media. Continued progress has been made over the

past six months in democratization and de-politicization of the

media. Success here is critical to establishing firmly the

foundation of a strong civil society. One of Bosnia's two

public television networks, RTV BiH (in the Federation), has

been freed from party control, and progress is being made toward

freeing party control over the second public television network,

SRT (in the RS). A draft law creating a new, independent two-
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channel Federation television system is pending legislative
approval. Croatia's HRT state television broadcasting in Bosnia

will be terminated once the new Federation television system

comes on line. The IC-funded Open Broadcast Network (OBN),

Bosnia's only cross-entity television network, continues to be a

reliable country-wide source of professional, objective news and

public affairs programming. In the past year, OBN has improved

its programming and adopted a business plan that aims to make

the network self-financing within five years. The Independent

Media Commission (IMC), an FCC-type regulatory body created

almost a year ago, has put in place a comprehensive licensing
framework and a code of practice for electronic media. SFOR's

presence continues to support an environment for open yet

responsible exchange of information via television and other

media.

6. Elections and Democratic Governance. Aim: National

democratic institutions and practices. At the State level, the

Joint Presidency, with the notable exception of a temporary Serb

boycott of its work, made progress toward functioning as an

institution responsible to all citizens of BiH, representing the

state in several multilateral and bilateral fora. Drafting is
now underway on a Permanent Election Law, which could be in

place by the end of 1999. Until the formal adoption of the law,
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the OSCE remains in charge of running elections in Bosnia,

pursuant to the Dayton Accords. In June, a new multiethnic

municipal assembly was finally seated in Srebrenica,

implementing the last of the election results from the December

1997 municipal elections. The next round of municipal elections
was postponed from November 1999 to April 2000. Open and

transparent elections, the foundation for democratic governance,

are being supported by SFOR's contribution to a secure and

stable environment in which the Parliamentary Assemblies at the

State and Entity levels can function and in which democratic

elections may take place.

7. Economic Development. Aim: Free-market reforms.

After three and a half years of assistance, Bosnia has made

progress towards economic reconstruction and economic recovery.

However, progress toward a functioning, free-market economy

remains slow. Ethnic tensions hinder the political reform

process, but, most significantly, the political leadership

remains wedded to ethnic and political control over economic

activity, which provides the financial and employment

underpinnings of the respective mono-ethnic parties which seized

various parts of the economy during the war. These vested

interests continue to block privatization and market reform.

There is still little private investment, either domestic or
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foreign. Due to international assistance flows, annual economic

growth has averaged about 40 percent in real terms since 1995,

and GDP reached $4.1 billion in 1998, equivalent to roughly 40

percent of its pre-war level. Yet even with these high growth

rates, BiH remains the second poorest country 'in Europe. The

economy suffered the largest drop of any European country in the

post-communist era, and it will need external assistance for

Many years just to recover its relatively low pre-war level of

economic activity. The Kosovo crisis has compounded economic

reconstruction difficulties, in particular for the RS, whose

major trading partner was once the FRY. As long as the

government of BiH is making progress towards Dayton

implementation, the United States will support that economic and

political transition. SFOR has proven a vital component in

fostering an environment in which economic recovery,

reconstruction, and market reforms can be achieved.

8. Displaced Person and Refugee (DPRE) Returns. Aim: A

functioning, phased and orderly minority return process. Almost

600,000 DPREs have repatriated or returned to their homes since

the signing of the Dayton Accords. Of those, more than 80,000

returned to areas where their ethnic groups are now minorities.

Meanwhile, about 1.2 million Bosnians remain displaced

internally or abroad, and most of them come from areas where
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their ethnic groups are now in the minority. Hard-line

nationalists continue to block minority returns with

bureaucratic maneuvers (e.g., failure to evict illegal occupants

from DPREs' homes) and, occasionally, violence. However, the

number of acts of violence against minority returnees has

substantially declined, and implementation of property

legislation is improving. While the pace of minority returns

has been slow, momentum is accelerating. Almost as many

minorities returned in 1998 as in the two preceding years

combined. While not receiving much public notice, significant

spontaneous returns have occurred, particularly in former

conflict areas such as Drvar, where Serb returns have reached

significant levels inthe last © months, with no repetition of

earlier violence. SFOR's contribution to a secure environment

is the linchpin on which this return process turns. Although an

influx of refugees from Kosovo and elsewhere in the FRY into BiH

has complicated the Bosnian return process, the burden currently

remains manageable.

9. Brcko. Aim: Implementation of the Brcko Arbitration

Tribunal's Final Award that was issued on March 5, 1999. The

award called for the creation of a neutral, multi-ethnic, self-

governing district comprised of the entire pre-war opstina

(county) of Brcko. Both entities will be required to delegate
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their authority over the district to a democratically elected
local government. Strict international supervision of the

district would remain in place with enhanced powers. Although
the award is final, the Arbitrator must still finalize an annex

containing implementation details, including the precise
structure of the district's government and modalities for local
elections. Moderates in the RS, led by Prime Minister Dodik,
have accepted the award after some initial objections. Despite

pressure from hard-line Serb elements not to do so, Dodik's

government has actively engaged with Federation authorities,
OHR, and the Arbitrator to discuss implementation of the award.

SFOR support remains crucial to deterring violent attempts by

hard-liners to disrupt Brcko implementation.

10. Persons Indicted For War Crimes (PIFWCs). Aim:

Cooperation with the International Criminal Tribunal for the

former Yugoslavia (ICTY) leading to the transfer of PIFWCs to

The Hague for trial. Acting within its mandate, SFOR has

assisted in the transfer of 29 indictees to The Hague, including
numerous detentions and voluntary surrenders of indicted war

criminals in BiH. On July 6, SFOR arrested Radoslav Brdjanin,
former Bosnian Serb Deputy Prime Minister, on war crimes

charges. Cooperation from the parties varies widely. Bosnian

Serb cooperation with the Tribunal has improved in the year and
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a half since Milorad Dodik became Prime Minister of the RS

entity. The two most senior indictees for war crimes committed

in BiH, Radovan Karadzic and Ratko Mladic, have yet to be

apprehended. Mladic is believed to have gone underground in

Serbia, which continues to be wholly uncooperative with the

Tribunal. Karadzic is thought to be in hiding in the RS.

In my report to you dated February 4, 1999, I emphasized

the important role that SFOR continues to play in supporting the

secure environment needed for democratic principles and free-

market reforms to take root and grow. The tragic conflict in

Kosovo served further to emphasize the effectiveness and

importance of SFOR in-carrying out its mission. Throughout the

Kosovo conflict, FRY President Milosevic engaged in efforts to

overthrow RS Prime Minister Dodik and to gain overt military
support from the RS armed forces. He failed in both efforts.
On March 26, two FRY MiG-29s illegally entered BiH airspace in

violation of the Dayton Peace Accords. SFOR shot down the MiGs

in the northeastern RS in accordance with its mandate to protect
and defend BiH airspace. On April 3, SFOR preemptively

destroyed a portion of the railway line in southeastern Bosnia

to deny FRY entry into and transit through BiH for purposes of

transporting war material from Serbia through BiH to Montenegro.

12

a half since Milorad Dodik became Prime Minister of the RS

entity. The two most senior indictees for war crimes committed

in BiH, Radovan Karadzic and Ratko Mladic, have yet to be

apprehended. Mladic is believed to have gone underground in

Serbia, which continues to be wholly uncooperative with the

Tribunal. Karadzic is thought to be in hiding in the RS.

In my report to you dated February 4, 1999, I emphasized

the important role that SFOR continues to play in supporting the

secure environment needed for democratic principles and free-

market reforms to take root and grow. The tragic conflict in

Kosovo served further to emphasize the effectiveness and

importance of SFOR in-carrying out its mission. Throughout the

Kosovo conflict, FRY President Milosevic engaged in efforts to

overthrow RS Prime Minister Dodik and to gain overt military
support from the RS armed forces. He failed in both efforts.
On March 26, two FRY MiG-29s illegally entered BiH airspace in

violation of the Dayton Peace Accords. SFOR shot down the MiGs

in the northeastern RS in accordance with its mandate to protect
and defend BiH airspace. On April 3, SFOR preemptively

destroyed a portion of the railway line in southeastern Bosnia

to deny FRY entry into and transit through BiH for purposes of

transporting war material from Serbia through BiH to Montenegro.



13

The fact that the Kosovo conflict did not spill over into

Bosnia and Herzegovina, with SFOR now at only half the size of

its peak deployment in 1996, is a tribute to the professionalism
of U.S. and other SFOR Armed Forces, and proof that the U.S.

investment in the Dayton Accords is paying off. Rather than

suffering a setback during this period, the conflict in Kosovo

actually served to consolidate progress toward Dayton objectives
in Bosnia and Herzegovina.

While progress continues to be made, there is much left to

be accomplished. We have placed emphasis in 1999 on fostering
returns of minority refugees and displaced persons, developing

greater cooperation among Entity defense establishments,

accelerating the growth of democratic central institutions, and

laying the groundwork for a sustainable market economy. These

goals require strong commitment from the international

community, of which SFOR is a part. Nevertheless, the goal is a

Bosnia and Herzegovina that is fully integrated into European

political, economic, and security structures. To reach this

goal, the fledgling state must gradually take greater

responsibility for its own development until it can stand on its
own without foreign military or economic assistance.
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In my February 4 report, I also outlined steps being
undertaken by NATO planners to restructure and reduce SFOR's

presence in BiH. NATO planners are seriously studying ways to

guarantee Dayton's success while continuing to reduce SFOR's

presence toward its eventual full withdrawal.' As part of the
second six-month review of SFOR, the NAC has approved the

Military Committee's recommendation that SFOR's operations plan
be revised to provide for increased operational flexibility that
would both offer an opportunity for substantial force reductions
and allow for continued support for civil implementation. NATO

planners' initial estimates indicate a reduction in SFOR from

the current 29,000 troops to 19,000. Thus, SFOR would be

reduced by about 33 percent. The NAC must still debate this
recommendation and take decisions on its execution. Of course,
any and all reductions of U.S. forces in the short or long term

ill be made in accordance with this Administration's policy
that such reductions will not jeopardize the safety of U.S.
Armed Forces serving in BiH.

The Administration is grateful for the support of Congress
for Dayton implementation. I look forward to continuing to work

with the Congress in pursuit of U.S. foreign policy goals in the
Balkans.

THE WHITE HOUSE
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S/S 9912427 5070
United States Department of State

: :

Washington, D.C. 20520
: : :

July 2, 1999

UNCLASSIFIED

MEMORANDUM FOR GLYN T. DAVIES
EXECUTIVE SECRETARY

NATIONAL SECURITY COUNCIL

Subject: Levin Amendment Reporting Requirement on Progress
toward Achieving Bosnia Benchmarks

The Levin Amendment to P.L. 105-174, the Bosnia
Supplemental (attached at Tab 2), urged the President to
seek agreemer.t with NATO Allies on benchmarks for a
sustainable peace process, estimated target. dates for
achieving these benchmarks, and a process to review progress.
towards achieving the benchmarks. The President reported to
the Congress on July 29, 1998, that both NATO and the Peacs
Implementation Council (PIC) had adopted a set of ten U.S.-
proposed benchmarks, and that both organizations had
established a six-month review cycle that corresponds to our
Congressional reporting requirements.

The Levin Amendment also required that semiannuallyafter the first report, so long as U.S. ground combat forces
continue to participate in SFOR, the President report to the
Congress on progress made toward achieving the penchmarks
Attached at Tab 1 is an interagency-cleared draft of the
second such semiannual report, for the President's
signature. This report was due to Congress on June 30. The
current report concludes that, despite the conflict in
Kosovo, progress has been made toward Dayton implementation.
Nevertheless, much remains to be accomplished and SFOR's
presence continues to be crucial to supporting the secure
environment necessary to create a secure and stable Bosnia
and Herzegovina for the long term.
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For your reference, the final, cleared version of the
previous six-month report, dated February 5, 1999, is
attached at Tab 3.

Kristie A. Kenney
Executive Secretary

Attachments:

Tab 1 - Draft Report to Congress, June 30, 1999
Tab 2 - Section 7 of P.L. 105-174, the Levin Amendment
Tab 3 - Report to Congress, February 5, 1999
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TO THE CONGRESS OF THE UNITED STATES:

As required by section 7 of public law 105-174, this
report outlines the latest developments in our continuing
efforts to achieve lasting peace in Bosnia and Herzegovina
(BiH). In February 1999, I sent the first semiannual report
to Congress detailing the progress towards achieving the ten
benchmarks adopted by the Dayton Peace Implementation
Council (PIC) and the North Atlantic Council (NAC) for
evaluating implementation of the Dayton Peace Accords. This
report provides an updated assessment of progress on the
benchmarks.

As the conflict in Kosovo so clearly demonstrated, the
United States continues to have strong national interests in
fostering regional security and stability in Southeastern
Europe. To that end, we are making headway in supporting a
new BiH on its way to political and economic recovery. The
United States took the lead in brokering the Dayton Peace
Accords, which BiH, Croatia, and the Federal Republic of
Yugoslavia (Serbia-Montenegro, or "FRY") all signed. Now,
we must see through the implementation and actualization of
the Accords, at once advancing peace and stability while
helping BiH to take on increasing levels of autonomy and
responsibility for its own affairs.

In June 1999, the United States, BiH, and 40 other
European states, as well as NATO, the EU, the OSCE, the UN
and other organizations adopted a Stability Pact for
Southeastern Europe, under which we will work together to
stabilize, transform and eventually integrate the countries
of southeastern Europe into the European and transatlantic
mainstream. Together, Dayton and this broader regional
effort balance our own goals with BiH's aim to become self-
sufficient and integrated as a full member in the family of
European democracies.

The following evaluation provides a detailed account of
progress made over the past six months despite the conflict
in Kosovo. A basic structure of government is now in place
in BiH. Dayton-mandated central institutions have been
created and are functioning. These include the Joint
Presidency, Council of Ministers, Parliamentary Assembly,
Standing Committee on Military Matters, and Central Bank.
Nevertheless, there remains much room to improve the
effectiveness of these and other institutions, and many
tasks remain before a truly multi-ethnic state is firmly
established. Some important political leaders still resist
cooperating with the international community and with one
another, war criminals remain at large, the rate of minority
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are still pending. A
refugee returns continues to be unsatisfactory, and many
needed economic and judicial reforms
benchmark-by-benchmark analysis of the current situation in
BiH follows:

1. Military Stabil ity.fire. Since the February 1999 asses Sment, and despite the
Kosovo crisis, BiH continues to be relatively calm.
However, the recent NATO
Significantly slowed progress toward
confidence between the Entity Armed
Republika Srpska's (RS)
been affected.
Serbian VJ, MUP and paralmilitary groups in Kosovo
Nevertheless, the senior
remained neutral.
in any way. Since the Madrid PIC in
Office of the High Representative (OHR), OSCE, and SFOR have
been cooperating closely
and education of the EA s in order t fo) push the Entities
towards a common BiH security policy
of defense. Recent OSCE
that major improvements
there is an increased willingness to
highest levels. A Permanent Secretariat for the Standing
Committee on Military Matters is being established. Despite
the strain imposed by Kosovo,
(MLM) is flourishing and
Verification Teams at the Multi-National Division (MND)level is encouraging.

in the FRY have
increasing mutual
Forces (EBEFs), and the

forces were not involved
December 1998, the

the professionalization
and a state dimension

are possible and that
cooperate at the

of reform in both public

2. Public Securityrestructured and democratic police force in both entities.
There continue to be positive signs
security and law enforce
have signed agreements ith the UN International Police Task
Force (IPTF) committing
restructuring police foxrces in accordance with democratic
principles. The local olice now organize their own law
enforcement coordination

-2

Aim: Maintain Dayton cease-

operations

military relations with SFOR have
Individual Bosnian Serbs supported the

leadership of the RS army has
Federation armed

to increase

and NATO/SF R activities suggestin this area

the Miitary Liaison Mission
the establishment of Joint

and Law Enforcement. Aim: A

ment. The Federation and the RS

both governments to a process for

meetings and assist one another in

UNCLASSIFIED

their duties. The Federation Police Academy, with U.S. and
IPTF assistance, graduated its first class in 1998, and even
more have enrolled in its second course, which is currently
underway. Though progre ss has been ade, all sides
unfortunately continue t lag in the hiring of minorityofficers, and tensions will persist during implementation of
IPTF efforts to make local police fo rces fully multi-ethnic.
Local police, with IPTF coordination , are undertaking
increasingly professional and serious criminal
investigations, and SFOR, within its mandates and
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capabilities, continues to support the IPTF and BiH
authorities. Public disorder, as was demonstrated during
NATO action in Kosovo, remains a threat in Bosnia. SFOR's
use of the Multinational Specialized Unit (MSU), which is
not yet fully staffed, has been crucial in supporting local
police in their response to these situations.

3. Judicial Reform. Aim: An effective reform
program. OHR has overall responsibility its civilian
implementation responsibilities in Dayton for achieving
reform of the court system. It is assisted by many
international organizations and NGOs. The UN's Judicial
System Assessment Program (JSAP), composed of both
international and local staff, issued its first
comprehensive report in April 1999, covering many areas of
the law that need reform including property, employment and
commercial law. The JSAP has made a concerted effort to
involve Bosnian legal experts in judicial reform, ensuring
that local capacity is developed at the same time that
critical areas requiring reform are identified.

4. Illegal Institutions, Organized Crime, and
Corruption. Aim: The dissolution of illegal pre-Daytoninstitutions. Customs control has improved over the last
six months. Following advances in police and law
enforcement reform, greater emphasis has been placed on
dealing with corruption and organized crime. Units
specializing in organized crime and drugs, for example, have
trained local police and are providing technical assistance
to ongoing investigations. A stronger civil society is
taking root. As state institutions become stronger and
decision-making by governmental bodies becomes more
transparent, parallel institutions will gradually lose
support. This is an ongoing process that still requires a
great deal of work. Political leaders are being encouraged
to develop a strategy to address the issue of corruption.

5. Media Reform. Aim: A regulated, independent, and
democratic media. Continued progress has been made over the
past six months in democratization and de-politicization of
the media. Success here is critical to establishing firmly
the foundation of a strong civil society. One of Bosnia's
two public television networks, RTV BiH (in the Federation),
has been freed from party control, and progress is being
made toward freeing party control over the second public
television network, SRT (in the RS). A draft law creating a
new, independent two-channel Federation television system is
pending legislative approval. Croatia's HRT state
television broadcasting in Bosnia will be terminated once
the new Federation television system comes on line. The IC-
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funded Open Broadcast Network (OBN), Bosnia's only cross-
Entity television network, continues to be a reliable
countrywide source of professional, objective news and
public affairs programming. In the past year, OBN has
improved its programming and adopted a business plan that
aims to make the network self-financing within five years.
The Independent Media Commission (IMC), an FCC-type
regulatory body created almost a year ago, has put in place
a comprehensive licensing framework and a code of practice
for electronic media. SFOR's presence continues to support
an environment for open yet responsible exchange of
information via television and other media.

6. Elections and Democratic Governance. Aim:
National democratic institutions and practices. At the
State level, the Joint Presidency, with the notable
exception of a temporary Serb boycott of its work, made
progress toward functioning as an institution responsible to
all citizens of BiH, representing the state in several
multilateral and bilateral fora. Drafting is now underway
on a Permanent Election Law, which could be in place by the
end of 1999. Until the formal adoption of the law, the OSCE
remains in charge of running elections in Bosnia, pursuant
to the Dayton Accords. In June, a new multiethnic municipal
assembly was finally seated in Srebrenica, implementing the
last of the election results from the December 1997
municipal elections. The next round of Municipal elections
was postponed from November 1999 to April 2000. Open and
transparent elections, the foundation for democratic
governance, are being supported by SFOR's contribution to a
secure and stable environment in which the Parliamentary
Assemblies at the State and Entity levels can function and
in which democratic elections may take place.

7. Economic Development. Aim: Free-market reforms.
After three and a half years of assistance, Bosnia has made
progress towards economic reconstruction and economic
recovery. However, progress toward a functioning, free
market economy is far too slow. Ethnic tensions hinder the
political reform process, but, most significantly, the
political leadership remains wedded to ethnic and political
control over economic activity, which provides the financial
and employment underpinnings of the respective mono-ethnic
parties which seized various parts of the economy during the
war. These vested interests continue to block privatization
and market reform. There is still little private
investment, either domestic or foreign. Due to
international assistance flows, annual economic growth has
averaged about 40 percent in real terms since 1995, and GDP
reached $4.1 billion in 1998, equivalent to roughly 40
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percent of its pre-war level.
growth rates, BiH remains the second
Europe. The economy suf fered the lagest drop of any
European country in the
external assistance for
relatively low pre-war 1evel of econ mic activity. The
Kosovo crisis has compounded economic
difficulties, in particular for the
partner was once the FRY
is making progress towards Dayton implementation, the U.S.
will support that economic and political transition. SFOR
has proven a vital component in fost
which economic recovery,
can be achieved.
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momentum is accelerating Almost as many minorities
returned in 1998 as inthe two preceding years combined
While not receiving much public notice, significant
spontaneous returns have occurred, Particularly in former
conflict areas such as Drvar, where Serb returns have
reached significant leve ls in the last 6 months, with no
repetition of earlier violence. SFOR's contribution toa
secure environment is the linchpin n which this return
process turns. Although an influx f refugees from Kosovo
and elsewhere in the FRY into BiH ha s complicated the
Bosnian return process, the burden Currently remains

9. Brcko. Aim: MImplementation of the Brcko
Arbitration Tribunal's Final Award that was issued on
March 5, 1999. The award called for the creation of a
neutral, multi-ethnic, self-governing district comprised of
the entire pre-war opstina of Brcko Both entities will be

their authority over the district toato delegatere
democratically elected local government. Strict
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international supervision of the district would remain in
place with enhanced powers. Although the award is final,
the Arbitrator must still finalize an annex containing
implementation details, including the precise structure of
the district's government and modalities for local
elections. Moderates in the RS, led by Prime Minster Dodik,
have accepted the award after some initial objections.
Despite pressure from hard-line Serb elements not to do so,Dodik's government has actively engaged with Federation
authorities, OHR, and the Arbitrator to discuss
implementation of the award. SFOR support remains crucial
to deterring violent attempts by hard-liners to disruptBrcko implementation.

10. Persons Indicted For War Crimes (PIFWCs). Aim:
Cooperation with the International Criminal Tribunal for the
former Yugoslavia (ICTY) leading to the transfer of PIFWCs
to The Hague for trial. Acting within its mandate, SFOR has
assisted in the transfer of 28 indictees to The Hague
including numerous detentions and voluntary surrenders of
indicted war criminals in BiH. Cooperation from the Parties
varies widely. Bosnian Serb cooperation with the Tribunal
has improved in the year and a half since Milorad Dodik
became Prime Minister of the RS entity. The two most senior
indictees for war crimes committed in BiH, Radovan Karadzic
and Ratko Mladic, have yet to be apprehended. Mladic is
believed to have gone underground in Serbia, which continues
to be wholly uncooperative with the Tribunal. Karadzic is
thought to be in hiding in the RS.

In my report to you dated February 4, 1999, I
emphasized the important role that SFOR continues to play in
supporting the secure environment needed for democratic
principles and free-market reforms to take root and grow.
The tragic conflict in Kosovo served further to emphasize
the effectiveness and importance of SFOR in carrying out its
mission. Throughout the Kosovo conflict, FRY President
Milosevic engaged in efforts to overthrow RS Prime Minister
Dodik and to gain overt military support from the RS armed
forces. He failed in both efforts. On March 26, two FRY MiG
29s illegally entered BiH airspace, in violation of the
Dayton Peace Accords. SFOR shot down the MiGs in the
northeastern RS in accordance with its mandate to protect
and defend BiH airspace. On April 3, SFOR preemptively
destroyed a portion of the railway line in southeastern
Bosnia to deny FRY entry into and transit through BiH for
purposes of transporting war material from Serbia through
BiH to Montenegro.
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work with the Congress in pursuit of U.S. foreign policy
goals in the Balkans.

William J. Clinton
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PUBLIC LAW 105~-174--MAY 1, 1998

(2) establish "Centers of Excellence" for complicated sur-
gical procedures;

(3) make timely and complete reports to the National
Practitioner Data Bank and eliminate associated reporting
backlogs;

(4) assure that Military Health Services System providers
are properly licensed and have appropriate credentials;

(5) reestablish the Quality Management Report to aid in
early identification of compliance problems;

(6) improve communications with beneficiaries to provide
comprehensive and objective information on the quality of care
being provided;

(7 strengthen the National Quality Management Program;
(8) ensure that all laboratory work meets professional

standards; and
(9) ensure the accuracy of patient data and information.

(d) REPORT.-Not later than six months after the date on which
the panel is established, the panel shall submit to the Secretary
a report setting forth its findings and conclusions, and the reasons
therefor, and such recommendations it deems appropriate. The Sec-
retary shall forward the report of the panel to Congress not later
than 15 days after the date on which the Secretary receives it,
together with the Secretary's comments on the report.

(e) PANEL ADMINISTRATION.-O{1) The members of the panel
shall be allowed travel expenses, including per diem in lieu of
subsistence, at rates authorized by law for employees of agencies
while away from their homes or regular places of business in
the performance of services for the panel.

(2) Upon request of the chairperson of the panel, the Secretary
of Defense may detail to the panel, on a nonreimbursable basis,
personnel of the Department of Defense to assist the panel in
carrying out its duties. The Secretary of Defense shall furnish
to the panel such administrative and support services as may
be requested by the chairman of the panel.

Navy", $4,700,000 shall be transferred to "Defense Health Pro-

tive costs of this panel and for the express purpose of initiating
or accelerating any activity identified by the panel that will improve
the quality of health care provided by the Military Health Services
ystem.

(TRANSFER OF FUNDS)

Sec. 6. Of the funds appropriated in Public Law 105-56, under
the heading "Chemical Agents and Munitions Destruction, Defense"
for Operation and maintenance, $40,000,000 shall be transferred
to "Operation and Maintenance, Defense-Wide".

SEC. 7. (a) Congress urges the President to seek concurrence
among the members of the North Atlantic Treaty Organization
(NATO) on arrangements that set forth-

(1) the benchmarks for achieving a sustainable peace proc-
ess that are detailed in the report accompanying the certifi-
cation that was made by the President to Congress on March

(2) estimated target dates for achieving the benchmarks;
an
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(3) a process for NATO to review progress toward achieving
the benchmarks.
(b) The President shall submit to Congress-

(1) not later than June 30, 1998, a report on efforts to

gain agreement on arrangements described in subsection (a),
and such report should include an explanation of the Adminis-
tration's view of whether it would promote United States
interests to adopt firm schedules or deadlines for achieving
such benchmarks; and

(2) semiannually after that report, so long as United States
ground combat forces continue to participate in the Stabilization
Force for Bosnia (SFOR), a report on the progress made toward
achieving the benchmarks referred to in subsection (aX1),
including any developments which may affect the ability of
the relevant parties to achieve the benchmarks in a timely
manner.
(c) The Congress urges the President to ensure that efforts

to meet the estimated target dates described in this section do

not jeopardize the safety of United States Armed Forces in Bosnia.
(d) The enactment of this section does not reflect approval

or disapproval of the benchmarks submitted by the President in
the certification to Congress transmitted on March 3, 1998.

Sec. 8. Notwithstanding any other provision of law, in the
case of a person who is selected for training in a State program
conducted under the National Guard Challenge Program and who
obtains a general education diploma in connection with such train-
ing, the general education diploma shall be treated as equivalent
to a high school diploma for purposes of determining the eligibility
of the person for enlistment in the Armed Forces.

SEc. 9. In addition to the amounts provided in Public Law
105-56, $179,000,000 is appropriated under the heading "Research,
Development, Test and Evaluation, Defense-Wide": Provided, That
the additional amount shall be made available for enhancements
to selected theater missile defense programs to counter enhanced
ballistic missile threats: Provided further, That of the additional
amount appropriated, $45,000,000 shall be made available only
for the purpose of adjusting the cost-share of the parties under
the Agreement between the Department of Defense and the Ministry
of Defence of Israel for the Arrow Deployability Program: Provided

further, That of the additional amount appropriated, $38,000,000
shall be made available only for the Sea-Based Wide Area Defense

(Navy Upper-Tier) Program: Provided further, That the entire
amount shall be available only to the extent that an official budget
request for $179,000,000, that includes designation of the entire
amount of the request as an emergency requirement as defined
in the Balanced Budget and Emergency Deficit Control Act of
1985, as amended, is transmitted by the President to the Congress:
Provided further, That the entire amount is designated by the

Congress as an emergency requirement pursuant to section
25 1(bX2)(A) of such Act.

SEc. 10. (aX1) The Secretary of Defense may enter into a
lease or acquire any other interest in the parcels of land described
in paragraph (2). The parcels consist in aggregate of approximately
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THE WHITE HOUSE

Office of the Press Secretary
For Immediate Release February 5, 1999

TO THE CONGRESS OF THE UNITED STATES:

Pursuant to section 7 of Public Law 105-174, I am providing this
report to inform the Congress of ongoing efforts to achieve sustainable
peace in Bosnia and Herzegovina (BiH). This is the first semiannual
report that evaluates progress in BiH against the ten benchmarks
("aims") outlined in my certification to the Congress of March 3, 1998.
NATO adopted these benchmarks on May 28, 1998, as part of its approval
of the Stabilization Force (SFOR) military operations plan (OPLAN
10407). The Steering Board of the Peace Implementation Council (PIC)
subsequently adopted corresponding benchmarks in its Luxembourg
Declaration of June 9, 1998.

NATO, the Office of the High Representative (OHR) and my
Administration have coordinated closely in evaluating progress on Dayton
implementation based on these benchmarks. There is general agreement
that there has been considerable progress in the past year. The basic
institutions of the state, both political and economic, have been
established. Key laws regarding foreign investment, privatization, and
property are now in place. Freedom of movement across the country has
substantially improved. Fundamental reform of the media is underway.
Elections have demonstrated a continuing trend towards growing
pluralism. Nevertheless, there is still much to be done, in particular
on interethnic tolerance and reconciliation, the development of
effective common institutions with powers clearly delineated from those
of the Entities, and an open and pluralistic political life. The growth
of organized crime also represents a serious threat.

With specific reference to SFOR, the Secretaries of State and
Defense, in meetings in December 1998 with their NATO counterparts,
agreed that SFOR continues to play an essential role in the maintenance
of peace and stability and the provision of a secure environment in BiH,
thus contributing significantly to progress in rebuilding BiH as a
single, democratic, and multiethnic state. At the same time, NATO
agreed that we do not intend to maintain SFOR's presence at current
levels indefinitely, and in fact agreed on initial reductions, which I
will describe later in this report. Below is a benchmark-by-benchmark
evaluation of the state-of-play in BiH based on analysis of input from
multiple sources.

1. Military Stability. Aim: Maintain Dayton cease-fire.
Considerable progress has been made toward military stabilization in
BiH. Entity Armed Forces (EAFs) are in compliance with Dayton, and
there have been no incidents affecting the cease-fire. EAFs remain
substantially divided along ethnic lines. Integration of the Federation
Army does not reach down to corps-level units and below. However,
progress has been made through the Train and Equip Program to integrate
the Ministry of Defense and to provide the Federation with a credible
deterrent capability. Although it is unlikely to meet its target of
full integration by August 1999, the Federation Ministry of Defense has
begun staff planning for integration. The Bosnian Serb Army (VRS)
continues its relationship with the Federal Republic of Yugoslavia (FRY)
Army. Similarly, the Bosnian Croat element of the Federation Army
maintains ties with Croatia. In both cases, however, limited resources
impinge on what either Croatia or the FRY can provide financially or
materially; the overall trend in support is downward. In some areas,
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the VRS continues to have certain qualitative and quantitative
advantages over the Federation Army, but the Train and Equip Program has
helped narrow the gap in some key areas. The arms control regimes
established under Articles II (confidence and security-building
measures) and IV (arms reduction and limitations) of Annex 1-B of the
Dayton Peace Accords are functioning. In October 1997, BiH and the
other parties were recognized as being in compliance with the
limitations on five major types of armaments (battle tanks, armored
combat vehicles, artillery, combat aircraft, and attack helicopters) set
forth in the Article IV agreement, which were derived from the Annex 1B
5:2:2 ratios for the FRY, Republic of Croatia, and BiH respectively.
The parties have since maintained armament levels consistent with the
limitations and are expected to do so in the future. A draft mandate
for an Article V agreement (regional stability) has been approved;
negotiations are due to begin in early 1999. Military stability remains
dependent on SFOR as a deterrent force.

2. Public Security and Law Enforcement. Aim: A restructured and
democratic police force in both entities. There has been considerable
progress to date on police reform due to sustained joint efforts of the
International Police Task Force (IPTF), Office of the High
Representative (OHR), and SFOR, which have overcome a number of
significant political obstacles. So far, approximately 85 percent of
the police in the Federation have received IPTF-approved training, as
have approximately 35 percent of the police in the Republika Srbska
(RS). All sides continue to lag in the hiring of minority officers and,
as the IPTF implements its plans to address this problem, tensions will
increase in the short-term. SFOR often must support the IPTF in the
face of crime, public disorder, and rogue police. Monoethnic police
forces have often failed to facilitate minority returns. In these types
of scenarios, SFOR's use of the Multinational Specialized Unit (MSU) has
been a force multiplier, requiring fewer, but specially trained troops.
At this point, SFOR's essential contribution to maintaining a secure
environment, to include backing up IPTF in support of nascent civilian
police forces, remains critical to continued progress.

3. Judicial Reform. Aim: An effective judicial reform program.
Several key steps forward were taken in 1998, such as the signing of an
MOU on Inter-Entity Legal Assistance on May 20, 1998, and establishment
of an Inter-Entity Legal Commission on June 4, 1998. The Federation
Parliament in July adopted a new criminal code. Nevertheless, the
judicial system still requires significant reform. Judges are still
influenced by politics, and the system is financially strapped and
remains ethnically biased. Execution of judgments, in particular
eviction of persons who illegally occupy dwellings, is especially
problematic. The progress made in the area of commercial law is
encouraging for economic development prospects.

:

4. Illegal Institutions, Organized Crime, and Corruption. Aim:
The dissolution of illegal pre-Dayton institutions. Corruption remains
a major challenge to building democratic institutions of government.
Structures for independent monitoring of government financial
transactions are still not in place. Shadow institutions still need to
be eliminated. The burden of creating institutions to combat fraud and
organized crime falls mostly to the international community and in
particular to the IPTF. SFOR contributes to the secure environment
necessary for the success of other international efforts to counter
these illegal activities.

5. Media Reform. Aim: Regulated, democratic, and independent
media. Approximately 80 percent television coverage has been achieved
in BiH through the international community's support for the Open
Broadcasting Network (OBN), which is the first (and so far only) neutral
source of news in BiH. Several television and radio networks have been
restructured and are led by new management boards. Most are in
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compliance with Dayton except for some regional broadcasts. The
Independent Media Commission assumed responsibility for media monitoring
from the OSCE on October 31, 1998. Progress has been significant, but
BiH still has far to go to approach international standards. SFOR's
past actions in this area are a key deterrent against illegal use of
media assets to undermine Dayton implementation.

6. Elections and Democratic Governance. Aim: National democratic
institutions and practices. With the exception of the election of a
nationalist to the RS presidency, the September 1998 national elections
continued the long-term trend away from reliance on ethnically based
parties. The two major Serb nationalist parties lost further ground
and, once again, will be unable to lead the RS government. Croat and
Bosniak nationalist parties retained control, but saw margins eroded
significantly. In this regard, SFOR's continued presence will
facilitate conduct of the municipal elections scheduled for late 1999
but, as has been the case with every election since Dayton, the trend of
increasingly turning over responsibility for elections to the Bosnians
themselves will continue.

7. Economic Development. Aim: Free-market reforms. While the
process of economic recovery and transformation will take many years,
some essential groundwork has been laid. Privatization legislation and
enterprise laws have been passed, and banking legislation has been
partially passed. Fiscal revenues from taxes and customs have increased
significantly. Nevertheless, the fiscal and revenue system is in its
infancy. Implementation of privatization legislation is slow and the
banking sector is under-funded, but there are signs of development in
GDP. There has been a marked increase in freedom of movement, further
enhanced by the uniform license plate law. SFOR's continued
contribution to a secure environment and facilitating freedom of
movement is vital as economic reforms begin to take hold.

8. Displaced Person and Refugee (DPRE) Returns. Aim: A
functioning phased and orderly minority return process. While there
have been some significant breakthroughs on DPRE returns to minority
areas, such as Jajce, Stolac, Kotor Varos, Prijedor, Mostar, and
Travnik, the overall numbers have been low. In some areas where
minority DPREs have returned, interethnic tensions rose quickly. Some
nationalist political parties continue to obstruct the return of
minority DPREs to the areas they control. Poor living conditions in
some areas present little incentive for DPREs to return. The Entities
are using DPREs to resettle regions (opstinas) that are of strategic
interest to each ethnic faction. SFOR's contribution to a secure
environment remains vital to OHR efforts to facilitate minority returns.

9. Brcko. Aim: A multiethnic administration, DPRE returns, and
secure environment. Freedom of movement in Brcko has improved
dramatically. Citizens of BiH are increasingly confident in using their
right to travel freely throughout the municipality and the region.
Police and judicial elements have been installed, but the goal of
multiethnicity in these elements still has not been realized. About
1,000 Federation families have returned to the parts of Brcko on the RS
side of the Inter-Entity Boundary Line, but few Serb displaced persons
have left Brcko to return to their pre-war homes. SFOR support will be
a critical deterrent to the outbreak of violence during the period
surrounding the Arbitrator's decision on Brcko's status anticipated for
early in 1999.

10. Persons Indicted for War Crimes (PIFWCs). Aim: Cooperation
with the International Criminal Tribunal for the former Yugoslavia
(ICTY) leading to the transfer of PIFWCs to The Hague for trial. Thanks
to action by the Congress, the Secretary of State now has the ability to
offer. zrrewards of up to $5 million for information leading to the arrest
or conviction of PIFWCs. Of the 81 people indicted publicly by the
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Tribunal, only 29 -- 36 percent -- are still at large. The two
highest-profile indictees, Karadzic and Mladic, are among them.
Bosniaks are cooperating with the ICTY, but the failure of the RS to
support the ICTY is a major obstacle to progress. Bosnian Croats have
cooperated with respect to the surrender of all but two public
indictees, but have not cooperated fully with respect to the Tribunal's
orders that they turn over documents needed for the fair trial of a
number of indictees. SFOR continues to provide crucial support in the
apprehension of PIFWCs and for ICTY exhumations.

In my report to the Congress dated July 28, 1998, I emphasized the
important role that realistic target dates, combined with concerted use
of incentives, leverage, and pressure on all parties, should play in
maintaining the sense of urgency necessary to move steadily toward an
enduring peace.

The December 1998 Peace Implementation Council Declaration and its
annex (attached) offer target dates for accomplishment of specific tasks
by authorities in BiH. The PIC decisions formed the background against
which NATO Defense Ministers reviewed the future of SFOR in their
December 17 meeting. Failure by Bosnian authorities to act within the
prescribed timeframes would be the point of departure for more forceful
action by the OHR and other elements of the international community.
Priorities for 1999 will include: accelerating the transition to a
sustainable market economy; increasing the momentum on the return of
refugees and displaced persons, particularly to minority areas;
providing a secure environment through the rule of law, including
significant progress on judicial reform and further establishment of
multiethnic police; developing and reinforcing the central institutions,
including adoption of a permanent election law, and the development of
greater confidence and cooperation among the Entity defense
establishments with the goal of their eventual unification; and pressing
ahead with media reform and education issues.

In accordance with the NATO Defense Ministers' guidance in June
1998, NATO is conducting a series of comprehensive reviews at no more
than 6-month intervals. The first of these reviews was completed on
-November 16, 1998, and recently endorsed by the North Atlantic Council
(NAC) Foreign and Defense Ministers. In reviewing the size and shape of
SFOR against the benchmarks described above, the United States and its
Allies concluded that at present, there be no changes in SFOR's mission.
NATO recommended, however, that steps begin immediately to streamline
SFOR. The NAC Foreign and Defense Ministers endorsed this
recommendation on December 8, 1998, and December 17, 1998, respectively.
The Defense Ministers also endorsed a report from the NATO Military
Authorities (NMAs) authorizing further adjustments in SFOR force levels
-- in response to the evolving security situation and support
requirements -- to be completed by the end of March 1999. While the
specifics of these adjustments are still being worked, they could amount
to reductions of as much as 10 percent from the 6,900 U.S. troops
currently in SFOR. The 6,900 troop level already represents a 20
percent reduction from the 8,500 U.S. troops deployed in June 1998 and
is 66 percent less than peak U.S. deployment of 20,000 troops in 1996.

The NATO Defense Ministers on December 17, 1998, further instructed
NMAs to examine options for possible longer-term and more substantial
adjustments to the future size and structure of SFOR. Their report is
due in early 1999 and will give the United States and its Allies the
necessary information on which to base decisions on SFOR's future. We

will address this issue in the NAC again at that time. Decisions on
future reductions will be taken in the light of progress on
implementation of the Peace Agreement. Any and all reductions of U.S.
forces in the short or long term will be made in accordance with my
Administration's policy that such reductions will not jeopardize the
safety of U.S. armed forces serving in BiH.
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My Administration values the Congress' substantial support forDayton implementation. I look forward to continuing to work with theCongress in pursuit of U.S. foreign policy goals in Bosnia andHerzegovina.

WILLIAM J. CLINTON
THE WHITE HOUSE,February 4, 1999.

# # ¥
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NATIONAL SECURITY COUNCIL 5090
WASHINGTON, D.C .20504 REDO

July 6, 1999

ACTION

MEMORANDUM FOR SAMUEL R. BER v

SUBJECT: Semiannual Report to Congress on Progress toward

THROUGH: GREG SCHULTE

FROM: SAMUEL MOYN ot

Achieving Benchmarks in Bosnia

Attached at Tab I is a memorandum to the President recommendingthat he submit the attached report to Congress on progress
toward achieving benchmarks in Bosnia. The Levin Amendment toP.L. 105-174, the Bosnia Supplemental, urged the President to
seek agreement with NATO Allies on benchmarks for a sustainable
peace process, on estimated target dates for achieving those
benchmarks, and on a process to review progress towards
achieving the benchmarks. The President submitted his first
report under this amendment on July 29, 1998. The Amendment
also required that semiannually after the first report, so long
as U.S. ground combat forces continue to participate in SFOR,
the President report to the Congress on progress made toward
achieving the benchmarks. The President submitted the first
semiannual report on February 5. This is the second semiannual
report.
Concurrences by: Mike Hurley; Chuck Allen; Joseph Bouchar;.

Mark Tavlarides
RECOMMENDATION

That you sign the memorandum to the President.
Attachments
Tab I Memorandum to the President

Tab A Transmittal Letters
Tab B Report to Congress

Tab II Incoming Correspondence
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MEMORANDUM FOR GLYN T. DAVIES
EXECUTIVE SECRETARY

NATIONAL SECURITY COUNCIL

Subject: Levin Amendment Reporting Requirement on Progress
toward Achieving Bosnia Benchmarks

The Levin Amendment to P.L. 105-174, the Bosnia
Supplemental (attached at Tab 2), urged the President to
seek agreement with NATO Allies on benchmarks for a
sustainable peace process, estimated target dates for
achieving these benchmarks, and a process to review progress.
towards achieving the benchmarks. The President reported to
the Congress on July 29, 1998, that both NATO and the Peace
Implementation Council (PIC) had adopted a set of ten U.S.-
proposed benchmarks, and that both organizations had
established a six-month review cycle that corresponds to our
Congressional reporting requirements.

The Levin Amendment also required that semiannually
after the first report, so long as U.S. ground combat forces
continue to participate in SFOR, the President report to the
Congress on progress made toward achieving the benchmarks.
Attached at Tab 1 is an interagency-cleared draft of the
second such semiannual report, for the President's
signature. This report was due to Congress on June 30. The
current report concludes that, despite the conflict in
Kosovo, progress has been made toward Dayton implementation.
Nevertheless, much remains to be accomplished and SFOR's
presence continues to be crucial to supporting the secure
environment necessary to create a secure and stable Bosnia
and Herzegovina for the long term.
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For your reference, the final, cleared version of the
previous six-month report, dated February 5, 1999, is
attached at Tab 3.

Kristie A. Kenney
Executive Secretary

Attachments:

Tab 1 - Draft Report to Congress, June 30, 1999
Tab 2 - Section 7 of P.L. 105-174, the Levin Amendment
Tab 3 - Report to Congress, February 5, 1999
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TO THE CONGRESS OF THE UNITED STATES:

As required by section 7 of public law 105-174, this
report outlines the latest developments in our continuingefforts to achieve lasting peace in Bosnia and Herzegovina
(BiH). In February 1999, I sent the first semiannual report
to Congress detailing the progress towards achieving the ten
benchmarks adopted by the Dayton Peace Implementation
Council (PIC) and the North Atlantic Council (NAC) for
evaluating implementation of the Dayton Peace Accords. This
report provides an updated assessment of progress on the
benchmarks.

As the conflict in Kosovo so clearly demonstrated, the
United States continues to have strong national interests in
fostering regional security and stability in Southeastern
Europe. To that end, we are making headway in supporting a
new BiH on its way to political and economic recovery. The
United States took the lead in brokering the Dayton Peace
Accords, which BiH, Croatia, and the Federal Republic of
Yugoslavia (Serbia-Montenegro, or "FRY") all signed. Now,
we must see through the implementation and actualization of
the Accords, at once advancing peace and stability while
helping BiH to take on increasing levels of autonomy and
responsibility for its own affairs.

In June 1999, the United States, BiH, and 40 other
European states, as well as NATO, the EU, the OSCE, the UN
and other organizations adopted a Stability Pact for
Southeastern Europe, under which we will work together to
stabilize, transform and eventually integrate the countries
of southeastern Europe into the European and transatlantic
mainstream. Together, Dayton and this broader regional
effort balance our own goals with BiH's aim to become self-
sufficient and integrated as a full member in the family of
European democracies.

The following evaluation provides a detailed account of
progress made over the past six months despite the conflict
in Kosovo. A basic structure of government is now in place
in BiH. Dayton-mandated central institutions have been
created and are functioning. These include the Joint
Presidency, Council of Ministers, Parliamentary Assembly,
Standing Committee on Military Matters, and Central Bank.
Nevertheless, there remains much room to improve the
effectiveness of these and other institutions, and many
tasks remain before a truly multi-ethnic state is firmly
established. Some important political leaders still resist
cooperating with the international community and with one
another, war criminals remain at large, the rate of minority
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refugee returns continues to be unsatisfactory, and many
needed economic and judicial reforms are still pending. A
benchmark-by-benchmark analysis of the current situation in
BiH follows:

1. Military Stability. Aim: Maintain Dayton cease-
fire. Since the February 1999 assessment, and despite the
Kosovo crisis, BiH continues to be relatively calm.
However, the recent NATO operations in the FRY have
significantly slowed progress toward increasing mutual
confidence between the Entity Armed Forces (EAFs), and the
Republika Srpska's (RS) military relations with SFOR have
been affected. Individual Bosnian Serbs supported the
Serbian VJ, MUP and paramilitary groups in Kosovo.
Nevertheless, the senior leadership of the RS army has
remained neutral. Federation armed forces were not involved
in any way. Since the Madrid PIC in December 1998, the
Office of the High Representative (OHR), OSCE, and SFOR have
been cooperating closely to increase the professionalization
and education of the EAFs in order to push the Entities
towards a common BiH security policy and a state dimension
of defense. Recent OSCE and NATO/SFOR activities suggest
that major improvements in this area are possible and that
there is an increased willingness to cooperate at the
highest levels. A Permanent Secretariat for the Standing
Committee on Military Matters is being established. Despite
the strain imposed by Kosovo, the Military Liaison Mission
(MLM) is flourishing and the establishment of Joint
Verification Teams at the Multi-National Division (MND)
level is encouraging.

2. Public Security and Law Enforcement. Aim: A
restructured and democratic police force in both entities.
There continue to be positive signs of reform in both public
security and law enforcement. The Federation and the RS
have signed agreements with the UN International Police Task
Force (IPTF) committing both governments to a process for
restructuring police forces in accordance with democratic
principles. The local police now organize their own law
enforcement coordination meetings and assist one another in
their duties. The Federation Police Academy, with U.S. and
IPTF assistance, graduated its first class in 1998, and even
more have enrolled in its second course, which is currently
underway. Though progress has been made, all sides
unfortunately continue to lag in the hiring of minority
officers, and tensions will persist during implementation of
IPTF efforts to make local police forces fully multi-ethnic.
Local police, with IPTF coordination, are undertaking
increasingly professional and serious criminal
investigations, and SFOR, within its mandates and
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funded Open Broadcast Network (OBN), Bosnia's only cross-
Entity television network, continues to be a reliable
countrywide source of professional, objective news and
public affairs programming. In the past year, OBN has
improved its programming and adopted a business plan that
aims to make the network self-financing within five years.
The Independent Media Commission (IMC), an FCC-type
regulatory body created almost a year ago, has put in place
a comprehensive licensing framework and a code of practice
for electronic media. SFOR's presence continues to support
an environment for open yet responsible exchange of
information via television and other media.

6. Elections and Democratic Governance. Aim:
National democratic institutions and practices. At the
State level, the Joint Presidency, with the notable
exception of a temporary Serb boycott of its work, made
progress toward functioning as an institution responsible to
all citizens of BiH, representing the state in several
multilateral and bilateral fora. Drafting is now underway
on a Permanent Election Law, which could be in place by the
end of 1999. Until the formal adoption of the law, the OSCE
remains in charge of running elections in Bosnia, pursuant
to the Dayton Accords. In June, a new multiethnic municipal
assembly was finally seated in Srebrenica, implementing the
last of the election results from the December 1997
municipal elections. The next round of Municipal elections
was postponed from November 1999 to April 2000. Open and
transparent elections, the foundation for democratic
governance, are being supported by SFOR's contribution to a
secure and stable environment in which the Parliamentary
Assemblies at the State and Entity levels can function and
in which democratic elections may take place.

7. Economic Development. Aim: Free-market reforms.
After three and a half years of assistance, Bosnia has made
progress towards economic reconstruction and economic
recovery. However, progress toward a functioning, free
market economy is far too slow. Ethnic tensions hinder the
political reform process, but, most significantly, the
political leadership remains wedded to ethnic and political
control over economic activity, which provides the financial
and employment underpinnings of the respective mono-ethnic
parties which seized various parts of the economy during the
war. These vested interests continue to block privatization
and market reform. There is still little private
investment, either domestic or foreign. Due to
international assistance flows, annual economic growth has
averaged about 40 percent in real terms since 1995, and GDP
reached $4.1 billion in 1998, equivalent to roughly 40
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percent of its pre-war level. Yet even with these high
growth rates, BiH remains the second poorest country in
Europe. The economy suffered the largest drop of any
European country in the post-communist era and it will need
external assistance for many years just to recover its
relatively low pre-war level of economic activity. The
Kosovo crisis has compounded economic reconstruction
difficulties, in particular for the RS, whose major trading
partner was once the FRY. As long as the government of BiH
is making progress towards Dayton implementation, the U.S.
will support that economic and political transition. SFOR
has proven a vital component in fostering an environment in
which economic recovery, reconstruction, and market reforms
can be achieved.

8. Displaced Person and Refugee (DPRE) Returns. Aim:
A functioning, phased and orderly minority return process.
Almost 600,000 DPREs have repatriated or returned to their
homes since the signing of the Dayton Accords. Of those,
more than 80,000 returned to areas where their ethnic groups
are now minorities. Meanwhile, about 1.2 million Bosnians
remain displaced internally or abroad, and most of them come
from areas where their ethnic groups are now in the
minority. Hard-line nationalists continue to block minority
returns with bureaucratic maneuvers (e.g., failure to evict
illegal occupants from DPREs' homes) and, occasionally,
violence. However, the number of acts of violence against
minority returnees has substantially declined, and
implementation of property legislation is improving. While
the pace of minority returns has been unacceptably slow,
momentum is accelerating. Almost as many minorities
returned in 1998 as in the two preceding years combined.
While not receiving much public notice, significant
spontaneous returns have occurred, particularly in former
conflict areas such as Drvar, where Serb returns have
reached significant levels in the last 6 months, with no
repetition of earlier violence. SFOR's contribution to a
secure environment is the linchpin on which this return
process turns. Although an influx of refugees from Kosovo
and elsewhere in the FRY into BiH has complicated the
Bosnian return process, the burden currently remains
manageable.

9. Brcko. Aim: Implementation of the Brcko
Arbitration Tribunal's Final Award that was issued on
March 5, 1999. The award called for the creation of a
neutral, multi-ethnic, self-governing district comprised of
the entire pre-war opstina of Brcko. Both entities will be
required to delegate their authority over the district to a
democratically elected local government. Strict
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PUBLIC LAW 105-174-MAY 1, 1998

(2) establish "Centers of Excellence" for complicated sur-
gical procedures;

(3) make timely and complete reports to the National
Practitioner Data Bank and eliminate associated reporting
backlogs;

(4) assure that Military Health Services System providersare properly licensed and have appropriate credentials;(5) reestablish the Quality Management Report to aid in
early identification of compliance problems;(6) improve communications with beneficiaries to provide
comprehensive and objective information on the quality of care
being provided;

(7 strengthen the National Quality Management Program;(8) ensure that al) laboratory work meets professionalstandards; and
(9) ensure the accuracy of patient data and information.

(d) REPORT.-Not later than six months after the date on which
the panel is established, the panel shall submit to the Secretarya report setting forth its findings and conclusions, and the reasons
therefor, and such recommendations it deems appropriate. The Sec-
retary shall forward the report of the panel to Congress not later
than 15 days after the date on which the Secretary receives it,
together with the Secretary's comments on the report.

(e) PANEL ADMINISTRATION..(1) The members of the panelshall be allowed travel expenses, including per diem in lieu of
subsistence, at rates authorized by law for employees of agencieswhile away from their homes or regular places of business in
the performance of services for the panel.

(2) Upon request of the chairperson of the panel, the Secretary

carrying out its duties. The Secretary of Defense shal1 furnish
to the panel such administrative and support services as may

Navy", $4,700,000 shall be transferred to "Defense Health Pro-

tive costs of this panel and for the express purpose of initiatingor accelerating any activity identified by the panel that will improve

ystem.
(TRANSFER OF FUNDS)

Sec. 6. Of the funds appropriated in Public Law 105-56, underthe heading "Chemical Agents and Munitions Destruction, Defense"for Operation and maintenance, $40,000,000 shall be transferred
to "Operation and Maintenance, Defense-Wide".

Sec. 7. (a) Congress urges the President to seek concurrence
among the members of the North Atlantic Treaty Organization(NATO) on arrangements that set forth-

(1) the benchmarks for achieving a sustainable peace proc-ess that are detailed in the report accompanying the certifi-
cation that was made by the President to Congress on March

4? estimated target dates for achieving the benchmarks;
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(3) a process for NATO to review progress toward achievingthe benchmarks.
(b) The President shall submit to Congress-

(1) not later than June 30, 1998, a report on efforts to
gain agreement on arrangements described in subsection (a),
and such report should include an explanation of the Adminis-
tration's view of whether it would promote United States
interests to adopt firm schedules or deadlines for achieving
such benchmarks; and

(2) semiannually after that report, so long as United States
ground combat forces continue to participate in the Stabilization
Force for Bosnia (SFOR), a report on the progress made toward
achieving the benchmarks referred to in subsection (aX1),
including any developments which may affect the ability of
the relevant parties to achieve the benchmarks in a timely

the
Res

the
Res
(3)

pa
4

paragrz

manner.
(c) The Congress urges the President to ensure that efforts

(d) The enactment of this section does not reflect approval
or disapproval of the benchmarks submitted by the President in
the certification to Congress transmitted on March 3, 1998.

Sec. 8. Notwithstanding any other provision of law, in the
case of a person who is selected for training in a State program
conducted under the National Guard Challenge Program and who
obtains a general education diploma in connection with such train-
ing, the general education diploma shall be treated as equivalent
to a high school diploma for purposes of determining the eligibility
of the person for enlistment in the Armed Forces.

SEc. 9. In addition to the amounts provided in Public Law
105-56, $179,000,000 is appropriated under the heading "Research,
Development, Test and Evaluation, Defense-Wide": Provided, That
the additional amount shall be made available for enhancements
to selected theater missile defense programs to counter enhanced
ballistic missile threats: Provided further, That of the additional
amount appropriated, $45,000,000 shall be made available only
for the purpose of adjusting the cost-share of the parties under
the Agreement between the Department ofDefense and the Ministry
of Defence of Israel for the Arrow Deployability Program: Provided
further, That of the additional amount appropriated, $38,000,000
shall be made available only for the Sea-Based Wide Area Defense
(Navy Upper-Tier) Program: Provided further, That the entire

request for $179,000,000, that includes designation of the entire
amount of the request as an emergency requtrement as defined
in the Balanced Budget and Emergency Deficit Control Act of
1985, as amended, is transmitted by the President to the Congress:
Provided further, That the entire amount is designated by the
Congress as an emergency requirement pursuant to section
25 1(bX2XA) of such Act.

SEc. 10. (aX1) The Secretary of. Defense may enter into a
lease or acquire any other interest in the parcels of land described
in paragraph (2). The parcels consist in aggregate of approximately
90 acres.

(2) The parcels of land referred to in paragraph (1) are the
foliowing land used for the commercial production of cranberries:
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not jeopardize the safety of Un ited States Armed Forces in Bosnia.
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THE WHITE HOUSE

Office of the Press Secretary
For Immediate Release February 5, 1999

TO THE CONGRESS OF THE UNITED STATES:

Pursuant to section 7 of Public Law 105-174, I am providing this
report to inform the Congress of ongoing efforts to achieve sustainable
peace in Bosnia and Herzegovina (BiH). This is the first semiannual
report that evaluates progress in BiH against the ten benchmarks
("aims") outlined in my certification to the Congress of March 3, 1998.
NATO adopted these benchmarks on May 28, 1998, as part of its approvalof the Stabilization Force (SFOR) military operations plan (OPLAN10407). The Steering Board of the Peace Implementation Council (PIC)
subsequently adopted corresponding benchmarks in its LuxembourgDeclaration of June 9, 1998.

NATO, the Office of the High Representative (OHR) and myAdministration have coordinated closely in evaluating progress on Dayton
implementation based on these benchmarks. There is general agreementthat there has been considerable progress in the past year. The basicinstitutions of the state, both political and economic, have beenestablished. Key laws regarding foreign investment, privatization, and
property are now in place. Freedom of movement across the country has
substantially improved. Fundamental reform of the media is underway.Elections have demonstrated a continuing trend towards growingpluralism. Nevertheless, there is still much to be done, in particular
on interethnic tolerance and reconciliation, the development ofeffective common institutions with powers clearly delineated from those
of the Entities, and an open and pluralistic political life. The growthof organized crime also represents a serious threat.

With specific reference to SFOR, the Secretaries of State and
Defense, in meetings in December 1998 with their NATO counterparts,
agreed that SFOR continues to play an essential role in the maintenance
of peace and stability and the provision of a secure environment in BiH,
thus contributing significantly to progress in rebuilding BiH as a
single, democratic, and multiethnic state. At the same time, NATO
agreed that we do not intend to maintain SFOR's presence at current
levels indefinitely, and in fact agreed on initial reductions, which Iwill describe later in this report. Below is a benchmark-by-benchmarkevaluation of the state-of-play in BiH based on analysis of input from
multiple sources.

1. Military Stability. Aim: Maintain Dayton cease-fire.
Considerable progress has been made toward military stabilization in
BiH. Entity Armed Forces (EAFs) are in compliance with Dayton, and
there have been no incidents affecting the cease-fire. EAFs remain
substantially divided along ethnic lines. Integration of the Federation
Army does not reach down to corps-level units and below. However,
progress has been made through the Train and Equip Program to integrate
the Ministry of Defense and to provide the Federation with a credible
deterrent capability. Although it is unlikely to meet its target offull integration by August 1999, the Federation Ministry of Defense has
begun staff planning for integration. The Bosnian Serb Army (VRS)
continues its relationship with the Federal Republic of Yugoslavia (FRY)
Army. Similarly, the Bosnian Croat element of the Federation Armymaintains ties with Croatia. In both cases, however, limited resources
impinge on what either Croatia or the FRY can provide financially or
materially; the overall trend in support is downward. In some areas,
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the VRS continues to have certain qualitative and quantitative
advantages over the Federation Army, but the Train and Equip Program has
helped narrow the gap in some key areas. The arms control regimesestablished under Articles II (confidence and security-building
measures) and IV (arms reduction and limitations) of Annex 1-B of the
Dayton Peace Accords are functioning. In October 1997, BiH and the
other parties were recognized as being in compliance with the
limitations on five major types of armaments (battle tanks, armored
combat vehicles, artillery, combat aircraft, and attack helicopters) set
forth in the Article IV agreement, which were derived from the Annex 1B
5:2:2 ratios for the FRY, Republic of Croatia, and BiH respectively.
The parties have since maintained armament levels consistent with the
limitations and are expected to do so in the future. A draft mandate
for an Article V agreement (regional stability) has been approved;
negotiations are due to begin in early 1999. Military stability remains
dependent on SFOR as a deterrent force.

2. Public Security and Law Enforcement. Aim: A restructured and
democratic police force in both entities. There has been considerable
progress to date on police reform due to sustained joint efforts of the
International Police Task Force (IPTF), Office of the High
Representative (OHR), and SFOR, which have overcome a number of
significant political obstacles. So far, approximately 85 percent of
the police in the Federation have received IPTF-approved training, as
have approximately 35 percent of the police in the Republika Srbska
(RS). All sides continue to lag in the hiring of minority officers and,
as the IPTF implements its plans to address this problem, tensions will
increase in the short-term. SFOR often must support the IPTF in the
face of crime, public disorder, and rogue police. Monoethnic police
forces have often failed to facilitate minority returns. In these types
of scenarios, SFOR's use of the Multinational Specialized Unit (MSU) has
been a force multiplier, requiring fewer, but specially trained troops.
At this point, SFOR's essential contribution to maintaining a secure
environment, to include backing up IPTF in support of nascent civilian
police forces, remains critical to continued progress.

3. Judicial Reform. Aim: An effective judicial reform program.
Several key steps forward were taken in 1998, such as the signing of an
MOU on Inter-Entity Legal Assistance on May 20, 1998, and establishment
of an Inter-Entity Legal Commission on June 4, 1998. The Federation
Parliament in July adopted a new criminal code. Nevertheless, the
judicial system still requires significant reform. Judges are still
influenced by politics, and the system is financially strapped and
remains ethnically biased. Execution of judgments, in particular
eviction of persons who illegally occupy dwellings, is especially
problematic. The progress made in the area of commercial law is
encouraging for economic development prospects.

4. Illegal Institutions, Organized Crime, and Corruption. Aim:
The dissolution of illegal pre-Dayton institutions. Corruption remains
a major challenge to building democratic institutions of government.
Structures for independent monitoring of government financial
transactions are still not in place. Shadow institutions still need to
be eliminated. The burden of creating institutions to combat fraud and
organized crime falls mostly to the international community and in
particular to the IPTF. SFOR contributes to the secure environment
necessary for the success of other international efforts to counter
these illegal activities.

5. Media Reform. Aim: Regulated, democratic, and independent
media. Approximately 80 percent television coverage has been achieved
in BiH through the international community's support for the Open
Broadcasting Network (OBN), which is the first (and so far only) neutral
source of news in BiH. Several television and radio networks have been
restructured and are led by new management boards. Most are in
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compliance with Dayton except for some regional broadcasts. TheIndependent Media Commission assumed responsibility for media monitoringfrom the OSCE on October 31, 1998. Progress has been significant, butBiH still has far to go to approach international standards. SFOR'spast actions in this area are a key deterrent against illegal use ofmedia assets to undermine Dayton implementation.
6. Elections and Democratic Governance. Aim: National democraticinstitutions and practices. With the exception of the election of anationalist to the RS presidency, the September 1998 national electionscontinued the long-term trend away from reliance on ethnically basedparties. The two major Serb nationalist parties lost further groundand, once again, will be unable to lead the RS government. Croat andBosniak nationalist parties retained control, but saw margins erodedsignificantly. In this regard, SFOR's continued presence willfacilitate conduct of the municipal elections scheduled for late 1999but, as has been the case with every election since Dayton, the trend ofincreasingly turning over responsibility for elections to the Bosniansthemselves will continue.
7. Economic Development. Aim: Free-market reforms. While the

process of economic recovery and transformation will take many years,some essential groundwork has been laid. Privatization legislation and
enterprise laws have been passed, and banking legislation has beenpartially passed. Fiscal revenues from taxes and customs have increasedsignificantly. Nevertheless, the fiscal and revenue system is in its
infancy. Implementation of privatization legislation is slow and the
banking sector is under-funded, but there are signs of development in
GDP. There has been a marked increase in freedom of movement, furtherenhanced by the uniform license plate law. SFOR's continuedcontribution to a secure environment and facilitating freedom of
movement is vital as economic reforms begin to take hold.

8. Displaced Person and Refugee (DPRE) Returns. Aim: A
functioning phased and orderly minority return process. While there
have been some significant breakthroughs on DPRE returns to minorityareas, such as Jajce, Stolac, Kotor Varos, Prijedor, Mostar, and
Travnik, the overall numbers have been low. In some areas where
minority DPREs have returned, interethnic tensions rose quickly. Somenationalist political parties continue to obstruct the return of
minority DPREs to the areas they control. Poor living conditions in
some areas present little incentive for DPREs to return. The Entities
are using DPREs to resettle regions (opstinas) that are of strategicinterest to each ethnic faction. SFOR's contribution to a secure
environment remains vital to OHR efforts to facilitate minority returns.

9. Brcko. Aim: A multiethnic administration, DPRE returns, and
secure environment. Freedom of movement in Brcko has improveddramatically. Citizens of BiH are increasingly confident in using their
right to travel freely throughout the municipality and the region.Police and judicial elements have been installed, but the goal of
multiethnicity in these elements still has not been realized. About
1,000 Federation families have returned to the parts of Brcko on the RSside of the Inter-Entity Boundary Line, but few Serb displaced personshave left Brcko to return to their pre-war homes. SFOR support will be
a critical deterrent to the outbreak of violence during the period
surrounding the Arbitrator's decision on Brcko's status anticipated for
early in 1999.

10. Persons Indicted for War Crimes (PIFWCs). Aim: Cooperationwith the International Criminal Tribunal for the former Yugoslavia(ICTY) leading to the transfer of PIFWCs to The Hague for trial. Thanksto action by the Congress, the Secretary of State now has the ability tooffer rewards of up to $5 million for information leading to the arrest
or conviction of PIFWCs. Of the 81 people indicted publicly by the
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Tribunal, only 29 ~- 36 percent -- are still at large. The two
highest-profile indictees, Karadzic and Mladic, are among them.
Bosniaks are cooperating with the ICTY, but the failure of the RS to
support the ICTY is a major obstacle to progress. Bosnian Croats have
cooperated with respect to the surrender of all but two public
indictees, but have not cooperated fully with respect to the Tribunal's
orders that they turn over documents needed for the fair trial of a
number of indictees. SFOR continues to provide crucial support in the
apprehension of PIFWCs and for ICTY exhumations.

In my report to the Congress dated July 28, 1998, I emphasized the
important role that realistic target dates, combined with concerted use
of incentives, leverage, and pressure on all parties, should play in
maintaining the sense of urgency necessary to move steadily toward an
enduring peace.

The December 1998 Peace Implementation Council Declaration and its
annex (attached) offer target dates for accomplishment of specific tasks
by authorities in BiH. The PIC decisions formed the background against
which NATO Defense Ministers reviewed the future of SFOR in their
December 17 meeting. Failure by Bosnian authorities to act within the
prescribed timeframes would be the point of departure for more forceful
action by the OHR and other elements of the international community.
Priorities for 1999 will include: accelerating the transition to a
sustainable market economy; increasing the momentum on the return of
refugees and displaced persons, particularly to minority areas;
providing a secure environment through the rule of law, including
significant progress on judicial reform and further establishment of
multiethnic police; developing and reinforcing the central institutions,
including adoption of a permanent election law, and the development of
greater confidence and cooperation among the Entity defense
establishments with the goal of their eventual unification; and pressing
ahead with media reform and education issues.

In accordance with the NATO Defense Ministers' guidance in June
1998, NATO is conducting a series of comprehensive reviews at no more
than 6-month intervals. The first of these reviews was completed on
November 16, 1998, and recently endorsed by the North Atlantic Council
(NAC) Foreign and Defense Ministers. In reviewing the size and shape of
SFOR against the benchmarks described above, the United States and its
Allies concluded that at present, there be no changes in SFOR's mission.
NATO recommended, however, that steps begin immediately to streamline
SFOR. The NAC Foreign and Defense Ministers endorsed this
recommendation on December 8, 1998, and December 17, 1998, respectively.
The Defense Ministers also endorsed a report from the NATO Military
Authorities (NMAs) authorizing further adjustments in SFOR force levels
-- in response to the evolving security situation and support
requirements _ ~ to be completed by the end of March 1999. While the
specifics of these adjustments are still being worked, they could amount
to reductions of as much as 10 percent from the 6,900 U.S. troops
currently in SFOR. The 6,900 troop level already represents a 20
percent reduction from the 8,500 U.S. troops deployed in June 1998 and
is 66 percent less than peak U.S. deployment of 20,000 troops in 1996.

The NATO Defense Ministers on December 17, 1998, further instructed
NMAs to examine options for possible longer-term and more substantial
adjustments to the future size and structure of SFOR. Their report is
due in early 1999 and will give the United States and its Allies the
necessary information on which to base decisions on SFOR's future. We

will address this issue in the NAC again at that time. Decisions on
future reductions will be taken in the light of progress on
implementation of the Peace Agreement. Any and all reductions of U.S.
forces in the short or long term will be made in accordance with my
Administration's policy that such reductions will not jeopardize the
safety of U.S. armed forces serving in BiH.
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My Administration values the Congress' substantial support for
Dayton implementation. I look forward to continuing to work with the
Congress in pursuit of U.S. foreign policy goals in Bosnia and
Herzegovina.

WILLIAM J. CLINTON

THE WHITE HOUSE,
February 4, 1999.

# # #
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accomplished in areas such as refugee return, economic
development, and organized crime. The conclusion is that SFOR's
presence continues to be crucial to create a secure and stable
Bosnia and Herzegovin
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That you sign and transmit to the Congress the enclosed letters
and report. 4
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TabaA Transmittal Letters
Tab B Report to Congress
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REPORT TO CONGRESS ON PROGRESS TOWARD ACHIEVING

BENCHMARKS IN BOSNIA

As required by section 7 of public law 105-174, this report

outlines the latest developments in our continuing efforts to

achieve lasting peace in Bosnia and Herzegovina (BiH). In

February 1999, I sent the first semiannual report to Congress

detailing the progress towards achieving the ten benchmarks

adopted by the Peace Implementation Council (PIC) and the North

Atlantic Council (NAC) for evaluating implementation of the

Dayton Peace Accords. fhis second semiannual report provides an
4

updated assessment of/progress on the benchmarks.

f
As the confZict in Kosovo so clearly demonstrated, the

United States continues to have strong national interests in

fostering gional security and stability in Southeastern

o that end, we are making headway in supporting a new

its way to political and economic recovery. The United

Stat&s took the lead in brokering the Dayton Peace Accords,

Europe.

BiH

which BiH, Croatia, and the Federal Republic of Yugoslavia

(Serbia-Montenegro, or "FRY") all signed. Now, we must see
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through the implementation of the Accords, at once advancing
peace and stability while helping BiH to take on increasing
levels of autonomy and responsibility for its own affairs.

In June 1999, the United States, BiH, and 40 other European

states, as well as NATO, the EU, the OSCE, the UN and other

organizations adopted a Stability Pact for Southeastern Europe,
under which we will work together to stabilize, transform and

eventually integrate the countries of southeastern Europe into
the European and transatlantic mainstream. Together, Dayton and

this broader regional effort balance our own goals with BiH's
aim to become self-sufficient and integrated as a full member in
the family of European democracies

The following evaluation provides a detailed account of

progress made over the past six months despite the conflict in
Kosovo. A basic structure of government is now in place in BiH.

ted central institutions have been created and are

These include the Joint Presidency, Council of

Minisgers, Parliamentary Assembly, Standing Committee on

Matters, and Central Bank. Nevertheless, there remains

much room to improve the effectiveness of these and other

Mi

institutions, and many tasks remain before a truly multi-ethnic
state is firmly established. Some important political leaders
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still resist cooperating with the international community and

with one another. Serb hardliners in the Republika Srfska

assembly, backed by Milosevic, have tried to unseat RS Prime

Minister dodike response has been absolute and unwavering

support for Dodike his support bolstered him through NATO's air

campaign. Additionally, war criminals remain at large, the rate

of minority refugee returns continues to be unsatisfactory, and

many needed economic and judicial reforms are still pending. A

benchmark-by-benchmark analysis of the current situation in BiH

follows:

1. Military Stability. Aim: Maintain Dayton cease-fire.

Since the February 1999 assessment, and despite the Kosovo

crisis, BiH continues to be relatively calm. However, the

recent NATO operations in the FRY have significantly slowed

progress toward increasing mutual confidence between the Entity
Armed Forces (EAFs) and the Republika Srpska's (RS) military
relations with SFOR have been affected. Individual members of

the RS military supported the Serbian VJ, MUP and paramilitary
é

groups" in Kosovo. Senior levels of the RS military also

provided behind-the-scenes support to the VJ during NATO's air
Federation armed forces were not involved in any way.

pre
Since the Madrid PIC in December 1998, the Office of the High

Representative (OHR), OSCE, and SFOR have been cooperating
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closely to increase the professionalization and education of the

EAFs in order to push the Entities towards a common BiH security

policy and a Bosnia-wide defense structure. Recent OSCE and

NATO/SFOR activities suggest that major improvements in this

area are possible and that there is an increased willingness to

cooperate at the highest levels. A Permanent Secretariat for

the Standing Committee on Military Matters is being established.

Despite the strain imposed by Kosovo, the Military Liaison

Mission (MLM) is flourishing, and the establishment of Joint
Verification Teams at the Multi-National Division (MND) level is

encouraging.

2. Public Security and Law Enforcement. Aim: A

restructured and democratic police force in both entities.
There continue to be positive signs of reform in both public

security and law enforcement. The Federation and the RS have

signed agreements with the UN International Police Task Force

(IPTF) committing both governments to a process for

restructuring police forces in accordance with democratic

principles. The local police now organize their own law

enforcement coordination meetings and assist one another in

heir duties. The Federation Police Academy, with U.S. and IPTF

assistance, graduated its first class in 1998, and even more

have enrolled in its second course, which is currently underway.
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Though progress has been made, all sides unfortunately continue

to lag in the hiring of minority officers, and tensions will
persist during implementation of IPTF efforts to make local

police forces fully multi-ethnic. Local police, with IPTF

coordination, are undertaking increasingly professional and

serious criminal investigations, and SFOR, within its mandates

and capabilities, continues to support the IPTF and BiH

authorities. Public disorder, as was demonstrated during NATO

action in Kosovo, remains a threat in Bosnia. SFOR's use of the

Multinational Specialized Unit (MSU), which is not yet fully
staffed, has been crucial in supporting local police in their

response to these situations.

3. Judicial Reform. Aim: An effective reform program.

Under Dayton, OHR has overall responsibility for civilian
implementation and hence for achieving reform of the court

system. It is assisted by many international organizations and

NGOs. The UN's Judicial System Assessment Program (JSAP),

composed' of both international and local staff, issued its first
comprehensive report in April 1999, covering many areas of the

law that need reform including property, employment and

€ommercial law. The JSAP has made a concerted effort to involve
é
Bosnian legal experts in judicial reform, ensuring that local
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comprehensive report in April 1999, covering many areas of the

law that need reform including property, employment and

scommercial law. The JSAP has made concerted effort to involve

Bosnian legal experts in judicial reform, ensuring that local
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capacity is developed at the same time that critical aregs

requiring reform are identified.

4. Illegal Institutions, Organized Crime, and Corruption.

Aim: The dissolution of illegal pre-Dayton institutions.
Customs control has improved over the last six months.

Following advances in police and law enforcement reform, greater

emphasis has been placed on dealing with corruption and

organized crime. Units specializing in organized crime and

drugs, for example, have trained local police and are providing

technical assistance to ongoing investigations. A stronger

civil society is taking root. As state institutions become

stronger and decision-making by governmental bodies becomes more

transparent, parallel: institutions will gradually lose support.

This is an ongoing process that still requires a great deal of

work. Political leaders are being encouraged to develop a
e

strategy to address the issue of corruption.

féf
5. Media Reform. Aim: A regulated, independent and

é

media. Success here is critical to establishing firmly the

democra#ic media. Continued progress has been made over the

past months in democratization and de-politicization of the

foundation of a strong civil society. One of Bosnia's two

public television networks, RTV BiH (in the Federation), has
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been freed from party control, and progress is being made toward
freeing party control over the second public television network,
SRT (in the RS). A draft law creating a new, independent two-
channel Federation television system is pending legislative
approval. Croatia's HRT state television broadcasting in Bosnia
will be terminated once the new Federation television system
comes on line. The IC-funded Open Broadcast Network (OBN),
Bosnia's only cross-entity television network, continues to be a

reliable country-wide source of professional, objective news and

public affairs programming. In the past year, OBN has improved
its programming and adopted a business plan that aims to make

the network self-financing within five years. The Independent
Media Commission (IMCy, an FCC-type regulatory body created
almost a year ago, has put in place a comprehensive licensing
framework and a code of practice for electronic media. SFOR's

presence continues to support an environment for open yet
responsible exchange of information via television and other
media.

i
*6. Elections and Democratic Governance. Aim: National

mocratic institutions and practices. At the State level, the
Joint Presidency, with the notable exception of a temporary Serb

boycott of its work, made progress toward functioning as an

institution responsible to all citizens of BiH, representing the
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state in several multilateral and bilateral fora. Drafting is
now underway on a Permanent Election Law, which could be in

place by the end of 1999. Until the formal adoption of the law,

the OSCE remains in charge of running elections in Bosnia,

pursuant to the Dayton Accords. In June, a new multiethnic

municipal assembly was finally seated in Srebrenica,

implementing the last of the election results from the December

1997 municipal elections. The next round of Municipal elections

was postponed from November 1999 to April 2000. Open and

transparent elections, the foundation for democratic governance,

are being supported by SFOR's contribution to a secure and

stable environment in which the Parliamentary Assemblies at the

State and Entity levels can function and in which democratic

elections may take place.

7. Economié Development. Aim: Free-market reforms.
a

After three and a half years of assistance, Bosnia has made

progress towards
economic reconstruction and economic recovery.

However, ,progress toward a functioning, free-market economy is
far t slow. Ethnic tensions hinder the political reform

profess, but, most significantly, the political leadership

remains wedded to ethnic and political control over economic

activity, which provides the financial and employment

underpinnings of the respective monorethnic parties which seized
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various parts of the economy during the war. These vested

interests continue to block privatization and market reform.

There is still little private investment, either domestic or

foreign. Due to international assistance flows, annual economic

growth has averaged about 40 percent in real terms since 1995,

and GDP reached $4.1 billion in 1998, equivalent to roughly 40

percent of its pre-war level. Yet even with these high growth

rates, BiH remains the second poorest country in Europe. The

economy suffered the largest drop of any European country in the

post-communist era, and it will need external assistance for

many years just to recover its relatively low pre-war level of

economic activity. The Kosovo crisis has compounded economic

reconstruction difficulties, in particular for the RS, whose

major trading partner was once the FRY. As long as the

government of BiH is making progress towards Dayton

implementation, the United States will support that economic and

political transition. SFOR has proven a vital component in
A

fostering an enviyonment in which economic recovery,

reconstruction and market reforms can be achieved.

isplaced Person and Refugee (DPRE) Returns. Aim: A

functioning, phased and orderly minority return process. Almost

600,000 DPREs have repatriated or returned to their homes since

8.

the signing of the Dayton Accords. Of those, more than 80,000
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returned to areas where their ethnic groups are now minorities.
Meanwhile, about 1.2 million Bosnians remain displaced
internally or abroad, and most of them come from areas where

their ethnic groups are now in the minority. Hard-line
nationalists continue to block minority returns with

bureaucratic maneuvers (e.g., failure to evict illegal occupants
from DPREs' homes) and, occasionally, violence. However, the

number of acts of violence against minority returnees has

substantially declined, and implementation of property

legislation is improving. While the pace of minority returns

has been unacceptably slow, momentum is accelerating. Almost as

many minorities returned in 1998 as in the two preceding years
combined. While not receiving much public notice, significant
spontaneous returns have occurred, particularly in former

conflict areas such as Drvar, where Serb returns have reached

significant levels in the last 6 months, with no repetition of

earlier violence. SFOR's contribution to a secure environment

is the lincppin on which this return process turns. Although an

influx off refugees from Kosovo and elsewhere in the FRY into BiH
é

has coftplicated the Bosnian return process, the burden currently
manageable.re

9. Brcko. Aim: Implementation of the Brcko Arbitration
Tribunal's Final Award that was issued on March 5, 1999. The
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award called for the creation of a neutral, multi-ethnic, setf-
governing district comprised of the entire pre-war opstina

(county) of Brcko. Both entities will be required to delegate
their authority over the district to a democratically elected

local government. Strict international supervision of the

district would remain in place with enhanced powers. Although

the award is final, the Arbitrator must still finalize an annex

containing implementation details, including the precise
structure of the district's government and modalities for local
elections. Moderates in the RS, led by Prime Minister Dodik,

have accepted the award after some initial objections. Despite

pressure from hard-line Serb elements not to do so, Dodik's

government has actively engaged with Federation authorities,
OHR, and the Arbitrator to discuss implementation of the award.

SFOR support remains, crucial to deterring violent attempts by

hard-liners to disrupt Brcko implementation.

10. Persons Indicted For War Crimes (PIFWCs). Aim:

Cooperation: with the International Criminal Tribunal for the

former Yugoslavia (ICTY) leading to the transfer of PIFWCs to

The Hague for trial. Acting within its mandate, SFOR has

ed in the transfer of 29 indictees to The Hague, including
numerous detentions and voluntary surrenders of indicted war

assi

criminals in BiH. On July 6, SFOR arrested Radoslav Brdjanin,
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former Bosnian Serb Deputy Prime Minister, on war crimes

charges. Cooperation from the Parties varies widely. Bosnian

Serb cooperation with the Tribunal has improved in the year and

a half since Milorad Dodik became Prime Minister of the RS

entity. The two most senior indictees for war crimes committed

in BiH, Radovan Karadzic and Ratko Mladic, have yet to be

apprehended. Mladic is believed to have gone underground in

Serbia, which continues to be wholly uncooperative with the

Tribunal. Karadzic is thought to be in hiding in the RS.

In my report to you dated February 4, 1999, I emphasized

the important role that SFOR continues to play in supporting the

secure environment needed for democratic principles and free-

market reforms to take root and grow. The tragic conflict in

Kosovo served further .to emphasize the effectiveness and

importance of SFOR in carrying out its mission. Throughout the

Kosovo conflict, FRY President Milosevic engaged in efforts to

overthrow RS Prime Minister Dodik and to gain overt military

support from he RS armed forces. He failed in both efforts.
On March 26 two FRY MiG 29s illegally entered BiH airspace, in

the Dayton Peace Accords. SFOR shot down the MiGs

in the ortheastern RS in accordance with its mandate to protect
violatio

and defend BiH airspace. On April 3, SFOR preemptively

destroyed a portion of the railway line in southeastern Bosnia
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to deny FRY entry into and transit through BiH for purposes of

transporting war material from Serbia through BiH to Montenegro.

The fact that the Kosovo conflict did not spill over into

Bosnia and Herzegovina, with SFOR now at only half the size of

its peak deployment in 1996, is a tribute to the professionalism
of U.S. and other SFOR Armed Forces, and proof that the U.S.

investment in the Dayton Accords is paying off. Rather than

suffering a setback during this period, the conflict in Kosovo

actually served to consolidate progress toward Dayton objectives
in Bosnia and Herzegovina.

While progress continues to be made, there is much left to

be accomplished. We have placed emphasis in 1999 on fostering
returns of minority refugees and displaced persons, developing

greater cooperation among Entity defense establishments,

accelerating the growth of democratic central institutions, and

laying the groundwork for a sustainable market economy. These

goals require strong commitment from the international

community, of which SFOR is a part. Nevertheless, the goal is a

Bosnia and Herzegovina that is fully integrated into European

political, economic and security structures. To reach this

goal, the fledgling state must gradually take greater

13

to deny FRY entry into and transit through BiH for purposes of

transporting war material from Serbia through BiH to Montenegro.

The fact that the Kosovo conflict did not spill over into

Bosnia and Herzegovina, with SFOR now at only half the size of

its peak deployment in 1996, is a tribute to the professionalism
of U.S. and other SFOR Armed Forces, and proof that the U.S.

investment in the Dayton Accords is paying off. Rather than

suffering a setback during this period, the conflict in Kosovo

actually served to consolidate progress toward Dayton objectives
and Herzegovina.in Bosnia

While progress continues to be made, there is much left to

be accomplished. We have placed emphasis in 1999 on fostering
returns of minority refugees and displaced persons, developing

greater cooperation among Entity defense establishments,

accelerating the growth of democratic central institutions, and

laying the groundwork for a sustainable market economy. These

goals require strong commitment from the international

community, of which SFOR is a part. Nevertheless, the goal 1s a

Bosnia and Herzegovina that is fully integrated into European

political, economic and security structures. To reach this

gal, the fledgling state must gradually take greater



14

responsibility for its own development until it can stan its
own without foreign military or economic assistance.

In my February 4 report, I also outlined steps being

undertaken by NATO planners to restructure and reduce SFOR's

presence in BiH. NATO planners are seriously studying ways to

guarantee Dayton's success while continuing to reduce SFOR's

presence toward its eventual full withdrawal. As part of the

second six-month review of SFOR, the NAC has approved the

Military Committee's recommendation that SFOR's operations plan

be revised to provide for increased operational flexibility that

would both offer an opportunity for substantial force reductions

and allow for continued support for civil implementation. NATO

planners' initial estimates indicate a reduction in SFOR from

the current 29,000 troops to 19,000. Thus, SFOR would be

reduced by about 33 percent. The NAC must still debate this

recommendation and take decisions on its execution. Of course,

any and all reductions of U.S. forces in the short or long term

will be made in accordance with this Administration's policy
that such ,reductions will not jeopardize the safety of U.S.

Armed Forces serving in BiH.
é

The Administration is grateful for the support of Congress

for Dayton implementation. I look forward to continuing to work
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with the Congress in pursuit of U.S. foreign policy goals in the

Balkans.

THE WHITE HOUSE
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the OSCE remains in charge of running elections in Bosnia,

pursuant to the Dayton Accords. In June, a new multiethnic

municipal assembly was finally seated in Srebrenica,

implementing the last of the election results from the Dec er

1997 municipal elections. The next round of municipal lections
was postponed from November 1999 to April 2000. Opén and

transparent elections, the foundation for democyatic governance,

are being supported by SFOR's contribution a secure and

stable environment in which the Parliamentary Assemblies at the

State and Entity levels can function d in which democratic

elections may take place.

7. Economic Development Aim: Free-market reforms.

After three and a half yearf of assistance, Bosnia has made

progress towards economi reconstruction and economic recovery.

However, progress towafd a functoning, free-market economy

fae too slow. Ethnye tensions hinder the political reform

process, but, mo significantly, the political leadership

remains wedded/to ethnic and political control over economic

activity, wh ch provides the financial and employment

underpinpings of the respective tono-ethnic parties which seized
arious

parts of the economy during the war. These vestedVarious

interests continue to block privatization and market reform.

There is still little private investment, either domestic or
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their ethnic groups are now in the minority. Hard-line

nationalists continue to block minority returns with

bureaucratic maneuvers (e.g., failure to evict illegal occupants

from DPREs' homes) and, occasionally, violence. However, the

number of acts of violence against minority returnees has,

substantially declined, and implementation of property
legislation is improving. While the pace of minority returns

has been slow, momentum is accelerafing. Almost as

many minorities returned in 1998 as in the tw preceding years

combined. While not receiving much public Aotice, significant
spontaneous returns have occurred, partigularly in former

conflict areas such as Drvar, where Se returns have reached

significant levels in the last 6 monghs, with no repetition of

earlier violence. SFOR's contribu#ion to a secure environment

is the linchpin on which this refurn process turns. Although an

influx of refugees from Kosovo/and elsewhere in the FRY into BiH

has complicated the Bosnian turn process, the burden currently
remains manageable.

9. Brcko. Aim: Implementation of the Brcko Arbitration
Tribunal's Final Award that was issued on March 5, 1999. The

award called for the crgation of a neutral, multi-ethnic, self-
governing district comptised of the entire pre-war opstina

(county) of Brcko. Both entities will be required to delegate
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NATIONAL SECURITY COUNCIL 5090
WASHINGTON, D.c. 20504

July 6, 1999

ACTION

MEMORANDUM FOR SAMUEL R. BERGER

THROUGH: GREG SCHULTE

FROM: SAMUEL MOYN

SUBJECT: Semiannual Report to Congress on Pyogress toward
Achieving Benchmarks in Bosnia

Attached at Tab I is a memorandum to the Pregident recommending
that he submit the attached report to Congyéss on progress
toward achieving benchmarks in Bosnia. 76 Levin Amendment to
P.L. 105-174, the Bosnia Supplemental, uyvged the President to
seek agreement with NATO Allies on ben arks for a sustainable
peace process, on estimated target tes for achieving those
benchmarks, and on a process to, review progress towards
achieving the benchmarks. T President submitted his first
report under this amendment an July 29, 1998. The Amendment
also required that semiannflally after the first report, so long
as U.S. ground combat forées continue to participate in SFOR,
the President report tofAhe Congress on progress made toward
achieving the benchmarks. T submitted the firstesident

2 This Ss 1semiannual report on ebruar
report.

Mike Hurley; Chuck Allen; JosephConcurrences by:
Mark Tavlarides

Bouchard;

RECOMMENDATION

That you sign/the memorandum to the President.

Attachments
Tab I Memorandum to the President

Tab/ A Transmittal Letters
Tab B Report to Congress

Incoming CorrespondenceTAb
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Mark Tavlarides

RECOMMENDATION

That you sign/the memorandum to the President

Attachments
Tab Mem randum to the President

Tab/A Transmittal Letters
Tab Report to Congress
TAb Incoming Correspondence
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THE WHITE HOUSE 4

WASHINGTON

ACTION

MEMORANDUM FOR THE PRESIDENT

THROUGH: THE EXECUTIVE CLERK

FROM: SAMUEL BERGER
LARRY STEIN

SUBJECT: Semiannual Report to Corfgress on Progress Toward
Achieving Benchmarks "n Bosnia

Purpose

Submit report to Congress on Progress in Bosnia.

Background

The Levin Amendment to P.L. 105-174, the Bosnia Supplemental,
urged you to seek agreement with NATO Allies on benchmarks for a
sustainable peace process, on estimated target dates for
achieving those benchmarks, and on a process to review progress
towards achieving the benchmarks. The Amendment also required
you to submit to Congress a report on efforts in this regard.
Your first report under the Amendment was submitted on July 29,
1998, explaining that both NATO and the Peace Implementation
Council (PIC) had adopted a set of ten U.S.-proposed benchmarks
and a six-month review cycle corresponding to Congressional
reporting requirementg.

The Amendment also required that semfannually after the first
report, so long as uAS. ground coméat forces continue to
participate in SFOR,/ you report the Congress on progress made

reconciliation as well as organized crime. Attached is a second
semiannual report in reponse to the requirement. It concludes
that, despite the conflict in Kosovo, progress has been made
toward Dayton implementation. Nevertheless, much remains to be

You submitted the firsttoward achieving t enchmar
Februar noting considerable progress insemiannual report 5,

, electoral and media reform,the areas of insti
but a need for mor on interethnic tolerance and

cc: Vice President
Chief of Staff
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accomplished in som€ areas such as refugee return, economic
development, and organized crime. The conclusion is that SFOR'
presence continues to be crucial to create a secure and stabl
Bosnia and Herzegovina.

RECOMMENDATION

That you sign and transmit to the Congress the enclgsed letters
and report.

Attachments
Transmittal Letters

Tab B Report to Congress
Tab A

UNCLASSIFIED W/SECRET ATTACHMENTS
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REPORT TO CONGRESS ON PROGRESS TOWARD ACHIEVING

BENCHMARKS IN BOSNIA

As required by section 7 of public law 105-174, this report
outlines the latest developments in our continying efforts to

achieve lasting peace in Bosnia and Herzegoyina (BiH). In

February 1999, I sent the first semiannu report to Congress

detailing the progress towards achieving the ten benchmarks

adopted by the Peace Implementatign Council (PIC) and the North

Atlantic Council (NAC) for evalflating implementation of the

Dayton Peace Accords. This sf@cond semiannual report provides an

updated assessment of progrféss on the benchmarks.

As the conflict in/Kosovo so clearly demonstrated, the

United States continugs to have strong national interests in

fostering regional security and stability in Southeastern

Europe. To that ¢nd, we are making headway in supporting a new

BiH on its way A political and economic recovery. The United
States took the lead in brokering the Dayton Peace Accords,
which BiH, Croatia, and the Federal Republic of Yugoslavia
(Serbia-Montenegro, or "FRY") all signed. Now, we must see
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through the implementation of the Accords, at
once advancing peace and stability while helping BiH to take on

increasing levels of autonomy and responsibility for its own

affairs.

In June 1999, the United States, BiH, and 40 other European
states, as well as NATO, the EU, the OSCE, the UN and other
organizations adopted a Stability Pact for Southeastern Eurépe,
under which we will work together to stabilize, transfovm and

eventually integrate the countries of southeastern rope into
the European and transatlantic mainstream. Together, Dayton and

this broader regional effort balance our own als with BiH's
aim to become self-sufficient and integrat@d as a full member in
the family of European democracies. .

The following evaluation provides a detailed account of
progress made over the past months despite the conflict in
Kosovo. A basic structure of government is now in place in BiH.

Dayton-mandated central institutions have been created and are

functioning. These inclide the Joint Presidency, Council ofiMinisters, Parliamentary Assembly, Standing Committee on

Military Matters, and/ Central Bank. Nevertheless, there remains
much room to improve the effectiveness of these and other
institutions, and many tasks remain before a truly multi-ethnic
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Do state is firmly established. Some important political leaders

é

:
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>

still resist cooperating with the international community and

with one anothe criminals remain at large, the rate of

minority refugee returns continues to be unsatisfactory, and
7 a
4 * " many needed economic and judicial reforms are still pending. A

a ~

gS ==" follows:

crisis, BiH continues to be relatively calm. However, the

{Re recent NATO operations in the FRY have significantly slowed

Armed Forces (EAFs), and the Republika Srpska's (RS) military

3;

benchmark-by-benchmark analysis of the current situation in BiH

s 8

1. Military Stability. Aim: Maintain Dayton cease-fire.
Since the February 1999 assessment, and despite the Kosovo2

-1

m progress toward increasing mutual confidenge between the Entity

3
relations with SFOR have been affected. Individual members of

3

the RS military supported the Serbian VJ, MUP and paramilitarya

groups in Kosovo. Senior levels of the RS military also

provided behind-the-scenes support to the VJ during NATO's air

campaign. Federation armed forces were not involved in any way.

Since the Madrid PIC in December 1998, the Office of the High

Representative (OHR), OSCE, and SFOR have been cooperating

closely to increase the professionalization and education of the

EAFs in order to push the Entities towards a common BiH security

policy and a Bosnia-wide defense structure. Recent OSCE and
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NATO/SFOR activities suggest that major improvements in this
area are possible and that there is an increased willingness to

cooperate at the highest levels. A Permanent Secretariat for

the Standing Committee on Military Matters is being established.

Despite the strain imposed by Kosovo, the Military Liaiso
Mission (MLM) is flourishing, and the establishment of/Joint
Verification Teams at the Multi-National Division D) level is

7

encouraging.

2. Public Security and Law Enforce

restructured and democratic police fmrce in bofh entities.
There continue to be positive signs of refo m in both public

security and law enforcement The Federation and the RS have

signed agreements with the UN International Police Task Force

(IPTF) committing both governments to a process for

restructuring polic forces in accordance with democratic

principles. The :Local police now organize their own law

enforcement coordination meetings and assist one another in

their duties, The Federation Police Academy, with U.S. and IPTF

assistance, graduated its first class in 1998, and even more

have enrolled in its second course, which is currently underway.

Though progress has been made, all sides unfortunately continue

Aim: Aent.

to Jag in the hiring of minority officers, and tensions will
persist during implementation of IPTF efforts to make local
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police forces fully multi-ethnic. Local police, with IPTF

coordination, are undertaking increasingly professional and

serious criminal investigations, and SFOR, within its mandates

and capabilities, continues to support the IPTF and BiH

authorities. Public disorder, as was demonstrated during NATO

action in Kosovo, remains a threat in Bosnia. SFOR's use of the

Multinational Specialized Unit (MSU), which is not yet fu

staffed, has been crucial in supporting local police their
response to these situations.

3. Judicial Reform. Aim: An effectiv reform program.

Under Dayton, OHR has overall responsibil7Yty for civilian
implementation and hence for achieving eform of the court

system. It is assisted by many intefnational organizations and

NGOs. The UN's Judicial System sessment Program (JSAP),
composed of both international/and local staff, issued its first
comprehensive report in Apri 1999, covering many areas of the

law that need reform including property, employment and

commercial law. The JSA has made a concerted effort to involve
Bosnian legal experts ¥n judicial reform, ensuring that local
capacity is develope at the same time that critical areas

requiring reform a identified.
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4, Illegal Institutions, Organized Crime, and Corruption.

Aim: The dissolution of illegal pre-Dayton institutions.
Customs control has improved over the last six months.

Following advances in police and law enforcement refor greater

emphasis has been placed on dealing with corruptio and

organized crime. Units specializing in organized crime and

drugs, for example, have trained local poli and are providing

technical assistance to ongoing investiggfions. A stronger

civil society is taking root. As staYe institutions become

stronger and decision-making by governmental bodies becomes more

transparent, parallel institutyons will gradually lose support.

This is an ongoing process tfat still requires a great deal of

work. Political leaders e being encouraged to develop a

strategy to address the ssue of ccrruption.

S. Media Refoym.

democratic media. / Continued progress has been made over the

Aim: A regulated, independent and

past six months inn democratization and de-politicization of the

media. Success here is critical to establishing firmly the

foundation of a strong civil society. One of Bosnia's two

public television networks, RIV BiH (in the Federation), has

been freed from party control, and progress is being made toward

freeing party control over the second public television network,

SRT (in the RS). A draft law creating a new, independent two-
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channel Federation television system is pending legislative
approval. Croatia's HRT state television broadcasting in Bosnia

will be terminated once the new Federation television sy em

comes on line. The IC-funded Open Broadcast Network

Bosnia's only cross-entity television network, contAnues to be a

reliable country-wide source of professional, obfective news and

public affairs programming. In the past yeayy OBN has improved

its programming and adopted a business pl that aims to make

the network self-financing within five ears. The Independent

Media Commission (IMC), an FCC-type/regulatory body created

almost a year ago, has put in pl ce a comprehensive licensing
framework and a code of practyce for electronic media. SFOR's

presence continues to suppo7yt an environment for open yet

responsible exchange of ifformation via television and other

media.

6. Elections gnd Democratic Governance. Aim: National

democratic institytions and practices. At the State level, the

Joint Presidencyf with the notable exception of a temporary Serb

boycott of its /work, made progress toward functioning as an

institution rAésponsible to all citizens of BiH, representing the

state in several multilateral and bilateral fora. Drafting is
now under

BN)

y on a Permanent Election Law, which could be in

place by the end of 1999. Until the formal adoption of the law,
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the OSCE remains in charge of running elections in Bospfia,

pursuant to the Dayton Accords. In June, a new mu

municipal assembly was finally seated in Srebreprfica,

implementing the last of the election resul from the December

1997 municipal elections. The next roun of Municipal elections
was postponed from November 1999 to April 2000. Open and

transparent elections, the foundatyYon for democratic governance,

are being supported by SFOR's cohtribution to a secure and

stable environment in which thle Parliamentary Assemblies at the

State and Entity levels cay function and in which democratic

iethnic

elections may take place

7. Economic Development. Aim: Free-market reforms.

After three and a alf years of assistance, Bosnia has made

progress towards/feconomic reconstruction and economic recovery.

However, progrgss toward a functioning, free-market economy is
far too slow Ethnic tensions hinder the political reform

process, bt, most significantly, the political leadership

remains edded to ethnic and political control over economic

activity, which provides the financial and employment

ufaérpinnings of the respective mono-ethnic parties which seized

various parts of the economy during the war. These vested

interests continue to block privatization and market reform.

There is still little private investment, either domestic or
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foreign. Due to international assistance flows, annual economic

growth has averaged about 40 percent in real terms since 1995,

and GDP reached $4.1 billion in 1998, equivalent to roughly 40

percent of its pre-war level. Yet even with these high growth

rates, BiH remains the second poorest country in Europe. The

economy suffered the largest drop of any European country in the

post-communist era, and it will need external assistance for

many years just to recover its relatively low pre-war level of

economic activity. The Kosovo crisis has compounded economic

reconstruction difficulti S, in particular for the RS, whose

major trading partner s once the FRY. As long as the

government of BiH is aking progress towards Dayton

implementation, te United States will support that economic and

political transit on. SFOR has proven a vital component in

fostering an environment in which economic recovery,

reconstructionx, and market reforms can be achieved.

8. splaced Person and Refugee (DPRE) Returns. Aim: A

functionfng, phased and orderly minority return process. Almost

600,00 DPREs have repatriated or returned to their homes since

the signing of the Dayton Accords. Of those, more than 80,000

returned to areas where their ethnic groups are now minorities.

Meanwhile, about 1.2 million Bosnians remain displaced

internally or abroad, and most of them come from areas where
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earlier violence.
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their ethnic groups are now in the minority. Hard-line

nationalists continue to block minority returns with

bureaucratic maneuvers (e.g., failure to evict occupants

from DPREs' homes) and, occasionally, violence. owever, the

number of acts of violence against minority eturnees has

substantially declined, and implementatigén of property

legislation is improving. While theAace of minority returns

has been unacceptably slow, momenvum is accelerating. Almost as

many minorities returned in 1988 as in the two preceding years

combined. While not much public notice, significant

Spontaneous returns have foccurred, particularly in former

conflict areas such as rvar, where Serb returns have reached

significant levels 1 the last 6 months, with no repetition of

FOR's contribution to a secure environment

is the linchpin which this return process turns. Although an

influx of refugges from Kosovo and elsewhere in the FRY into BiH

has complicat¢d the Bosnian return process, the burden currently

remains man eable

9% Brcko. Aim: Implementation of the Brcko Arbitration

Tribunal's Final Award that was issued on March 5, 1999. The

award called for the creation of a neutral, multi-ethnic, self-

governing district comprised of the entire pre-war opstina

(county) of Brcko. Both entities will be required to delegate
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their authority over the district to a democratically elected

local government. Strict international supervision of the

district would remain in place with enhanced
w.

Althoughwers

the award is final, the Arbitrator must st#ll finalize an annex

containing implementation details, inc ding the precise
structure of the district's gover nt and modalities for local
elections. Moderates in the RS,/led by Prime Minister Dodik,

have accepted the award after/some initial objections. Despite

pressure from hard-line Serf elements not to do so, Dodik's

government has actively gaged with Federation authorities,
OHR, and the Arbitrator/to discuss implementation of the award.

SFOR support remains £ucial to deterring violent attempts by

>

hard-liners to disrfpt Brcko implementation.

10. Perso Indicted For War Crimes (PIFWCs). Aim:

Cooperation wifh the International Criminal Tribunal for the

former Yugos via (ICTY) leading to the transfer of PIFWCs to

The Hague fgr trial. Acting within its mandate, SFOR has

assisted ¥n the transfer of 29 indictees to The Hague, including
numero

4

detentions and voluntary surrenders of indicted war

criminals in BiH. Cooperation from the Parties varies widely.
Bosnian Serb cooperation with the Tribunal has improved in the
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committed in BiH, Radovan Karadzic and Ratko Mladic, have yet to

be apprehended. Mladic is believed to have gone underground in/

Serbia, which continues to be wholly uncooperative with the

Tribunal. Karadzic is thought to be in hiding in the RS

In my report to you dated February 4, 1999, emphasized
the important role that SFOR continues to playin supporting the

secure environment needed for democratic p#inciples and free-
market reforms to take root and grow. he tragic conflict in
Kosovo served further to emphasize e effectiveness and

importance of SFOR in carrying oy its mission. Throughout the

Kosovo conflict, FRY President/Miiosevic engaged in efforts to

overthrow RS Prime Minister odik and to gain overt military
support from the RS armedfforces. He failed in both efforts.
On March 26, two FRY M1 29s illegally entered BiH airspace, in
violation of the Daytgn Peace Accords. SFOR shot down the MiGs

in the northeastern/RS in accordance with its mandate to protect
and defend BiH aiyspace. On April 3, SFOR preemptively
destroyed a portfon of the railway line in southeastern Bosnia

to deny FRY enfry into and transit through BiH for purposes of

transporting/war material from Serbia through BiH to Montenegro.

7

The fact that the Kosovo conflict did not spill over into
Bosnia and Herzegovina, with SFOR now at only half the size of
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its peak deployment in 1996, is a tribute to the professionalism
of U.S. and other SFOR Armed Forces, and proof that the U.S.

investment in the Dayton Accords is paying off. Rather than

suffering a setback during this period, the conflict in Kosovo

actually served to consolidate progress toward Dayto 'objectives
in Bosnia and Herzegovina.

While progress continues to be made, thefe is much left to

be accomplished. We have placed emphasis n 1999 on fostering
returns of minority refugees and displaged persons, developing

greater cooperation among Entity defgnse establishments,

accelerating the growth of democrAtic central institutions, and

laying the groundwork for a syStainable market economy. These

goals require strong commigment from the international

community, of which SF is a part. Nevertheless, the goal is a

Bosnia and Herzegoviha that is fu ly integrated into European

political, economfc and security structures. To reach this

goal, the fledgling state must gradually take greater

responsibili for its own development until it can stand on its
own without foreign military or economic assistance.

If my February 4 report, I also outlined steps being

undefCaken by NATO planners to restructure and reduce SFOR's

presence in BiH. NATO. planners are seriously studying ways to
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guarantee Dayton's success while continuing to reduce SFOR's

presence toward its eventual full withdrawal. As part of the

second six-month review of SFOR, the NAC has approved the

Military Committee's recommendation that SFOR's operations plan

be revised to provide for increased operational flexibility that

would both offer an opportunity for substantial reductionsorce

and allow for continued support for civil impZementation. NATO

planners' initial estimates indicate a redaction in SFOR from

the current 29,000 troops to 19,000. Thus, SFOR would be

reduced by about 33 percent. The N must still debate this
recommendation and take decisions fon its execution. Of course,

any and all reductions of U.S. forces in the short or long term

will be made in accordance wifh this Administration's policy
that such reductions will ngt jeopardize the safety of U.S.

Armed Forces serving in BAH.

The Administratign is grateful for the support of Congress

for Dayton implemenfYation. I look forward to continuing to work

with the Congress/in pursuit of U.S. foreign policy goals in the

Balkans.

THE WHITE HOUSE
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Rote
REPORT TO CONGRESS ON PROGRESS TOWARD ACHIEVING...

BENCHMARKS IN BOSNIA

As required by section 7 of public law 105-174, this report

outlines the latest developments in our continuing efforts to

achieve lasting peace in Bosnia and Herzegovina (BiH). In

February 1999, I sent the first semiannual report to Congress

detailing the progress towards achieving the ten benchmarks

adopted by the Peace Implementation Council (PIC) and the North

Atlantic Council (NAC) for evaluating implementation of the

Dayton Peace Accords. This second semiannual report provides an

updated assessment of progress on the benchmarks.

As the conflict in Kosovo so clearly demonstrated, the

United States continues to have strong national interests in

fostering regional security and stability in Southeastern

Europe. To that end, we are making headway in supporting a new
f

BiH on its' way to political and economic recovery. The United

States oor the lead in brokering the Dayton Peace Accords,

which,'BiH, Croatia, and the Federal Republic of Yugoslavia
v

(Serbia-Montenegro, or "FRY") all signed. Now, we must see

through the implementation of the Accords, at once advancing

peace and stability while helping BiH to take on increasing

levels of autonomy and responsibility for its own affairs.
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In June 1999, the United States, BiH, and 40 other European

states, as well as NATO, the EU, the OSCE, the UN and other

organizations adopted a Stability Pact for Southeastern Europe,
under which we will work together to stabilize, transform and

eventually integrate the countries of southeastern Europe into
the European and transatlantic mainstream. Together, Dayton and

this broader regional effort balance our own goals with BiH's
aim to become self-sufficient and integrated as a full member in
the family of European democracies.

The following evaluation provides a detailed account of

progress made over the past six months despite the conflict in
Kosovo. A basic structure of government is now in place in BiH.

Dayton-mandated central institutions have been created and are

functioning. These include the Joint Presidency, Council of

Ministers, Parliamentary Assembly, Standing Committee on

Military Matters, and Central Bank. Nevertheless, there remains

much room; to improve the effectiveness of these and other

institutions, and many tasks remain before a truly multi-ethnic

firmly established. Some important political leaders
1 resist cooperating with the international community andst

with one another. Serb hardliners in the Republika Srpska

assembly, backed by Milosevic, have tried to unseat RS Prime
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Minister Dodik. Our response has been absolute and unwavering

support for Dodik. This support bolstered him through NATO's

air campaign. Additionally, war criminals remain at large, the

rate of minority refugee returns continues to be unsatisfactory,
and many needed economic and judicial reforms are still pending.

A benchmark-by-benchmark analysis of the current situation in

BiH follows:

1. Military Stability Aim: Maintain Dayton cease-fire.
Since the February 1999 assessment, and despite the Kosovo

crisis, BiH continues to be relatively calm. However, the

recent NATO operations in the FRY have significantly slowed

progress toward increasing mutual confidence the ntity
Z

Armed Forces (EAFs)9 the Republika Srpska's 0RS) military
relations with SFOR k ave beenjaffected. ndividual members of

f

the RS military s ported the Serbia V9, MU jand paramilitary

groups in Kos a military also

provided behi: ynoSLAY (vx) J during NATO's air

campaign. Feé involved in any way.

Since the Madi fa4
-

(Moe) Jffice of the High

Representative 2en cooperating

closely to inc and education of the

EARS in order common BiH security

horsey and ab Recent OSCE and
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NATO/SFOR activities suggest that major improvements in this
area are possible and that there is an increased willingness to

cooperate at the highest levels. A Permanent Secretariat for
the Standing Committee on Military Matters is being established.

Despite the strain imposed by Kosovo, the Military Liaison
Mission (MLM) is flourishing, and the establishment of Joint
Verification Teams at the Multi-National Division (MND) level is
encouraging.

2. Public Security and Law Enforcement. Aim: A

restructured and democratic police force in both entities.
There continue to be positive signs of reform in both public

security and law enforcement. The Federation and the RS have

signed agreements with the UN International Police Task Force

(IPTF) committing both governments to a process for

restructuring police forces in accordance with democratic

principles. The local police now organize their own law

enforcement coordination meetings and assist one another in

their duties. The Federation Police Academy, with U.S. and IPTF

assistance, graduated its first class in 1998, and even more

have enrolled in its second course, which is currently underway.

Though progress has been made, all sides unfortunately continue

to ky in the hiring of minority officers, and tensions will
persist during implementation of IPTF efforts to make local
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police forces fully multi-ethnic. Local police, with IPTF

coordination, are undertaking increasingly professional and

serious criminal investigations, and SFOR, within its mandates

and capabilities, continues to support the IPTF and BiH

authorities. Public disorder, as was demonstrated during NATO

action in Kosovo, remains a threat in Bosnia. SFOR's use of the

Multinational Specialized Unit (MSU), which is not yet fully
staffed, has been crucial in supporting local police in their
response to these situations.

3. Judicial Reform. Aim: An effective reform program.

Under Dayton, OHR has overall responsibility for civilian
implementation and hence for achieving reform of the court

system. It is assisted by many international organizations and

NGOs. The UN's Judicial System Assessment Program (JSAP),
composed of both international and local staff, issued its first
comprehensive report in April 1999, covering many areas of the

law that need reform including property,
employment,

and

commercial law. The JSAP has made a concerted effort to involve
Bosnian legal experts in judicial reform, ensuring that local
capacity is developed at the same time that critical areas

requiring reform are identified.

5

police forces fully multi-ethnic. Local police, with IPTF

coordination, are undertaking increasingly professional and

serious criminal investigations, and SFOR, within its mandates

and capabilities, continues to support the IPTF and BiH

authorities. Public disorder, as was demonstrated during NATO

action in Kosovo, remains a threat in Bosnia. SFOR's use of the

Multinational Specialized Unit (MSU), which is not yet fully
staffed, has been crucial in supporting local police in their
response to these situations

Judicial Reform. Aim: An effective reform program3.

Under Dayton, OHR has overall responsibility for civilian
implementation and hence for achieving reform of the court

system. It is assisted by many international organizations and

NGOs. The UN's Judicial System Assessment Program (JSAP)

composed of both international and local staff, issued its first
comprehensive report in April 1999, covering many areas of the

law that need reform including property, employment, and

commercial' law. The JSAP has made a concerted effort to involve
Bosnian legal experts in judicial reform, ensuring that local
capacity 1s developed at the same time that critical areas

requiring reform are identified.



6

4, Illegal Institutions, Organized Crime, and Corruption.
f

Aim: The dissolution of illegal pre-Dayton institutions'
Customs control has improved over the last six months.

Following advances in police and law enforcement reform, greater

emphasis has been placed on dealing with corruption and

organized crime. Units specializing in organized crime and

drugs, for example, have trained local police and are providing
technical assistance to ongoing investigations. A stronger

civil society is taking root. As state institutions become

stronger and decision-making by governmental bodies becomes more

transparent, parallel institutions will gradually lose support.

This is an ongoing process that still requires a great deal of

work. Political leaders are being encouraged to develop a

strategy to address the issue of corruption.

5. Media Reform. Aim: A regulated, independent and

democratic media. Continued progress has been made over the

past six months in democratization and de-politicization of the

media. success here is critical to establishing firmly the

foundation of a strong civil society. One of Bosnia's two

public television networks, RIV BiH (in the Federation), has

been freed from party control, and progress is being made toward

freeing party control over the second public television network,

SRT the RS). A draft law creating a new, independent two-
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channel Federation television system is pending legislative
approval. Croatia's HRT state television broadcasting in Bosnia

will be terminated once the new Federation television system

comes on line. The IC-funded Open Broadcast Network (OBN),

Bosnia's only cross-entity television network, continues to be a

reliable country-wide source of professional, objective news and

public affairs programming. In the past year, OBN has improved

its programming and adopted a business plan that aims to make

the network self-financing within five years. The Independent

Media Commission (IMC), an FCC-type regulatory body created

almost a year ago, has put in place a comprehensive licensing.
framework and a code of practice for electronic media. SFOR's

presence continues to support an environment for open yet

responsible exchange of information via television and other

media.

6. Elections and Democratic Governance. Aim: National

democratic institutions and practices. At the State level, the

Joint Presidency, with the notable exception of a temporary Serb

boycott of its work, made progress toward functioning as an

institution responsible to all citizens of BiH, representing the

state in several multilateral and bilateral fora. Drafting is
now underway on a Permanent Election Law, which could be in

place by «he end of 1999. Until the formal adoption of the law,
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the OSCE remains in charge of running elections in Bosnia,

pursuant to the Dayton Accords. In June, a new multiethnic
municipal assembly was finally seated in Srebrenica,
implementing the last of the election results from the December

1997 municipal elections. The next round offMefunicipal elections
was postponed from November 1999 to April 2000. Open and

transparent elections, the foundation for democratic governance,
are being supported by SFOR's contribution to a secure and

stable environment in which the Parliamentary Assemblies at the

State and Entity levels can function and in which democratic

elections may take place.

7. Economic Development. Aim: Free-market reforms.

After three and a half years of assistance, Bosnia has made

progress towards economic reconstruction and economic recovery.
However, progress toward a functioning, free-market economy is
far too slow. Ethnic tensions hinder the political reform

process, but, most significantly, the political leadership
remains wedded to ethnic and political control over economic

activity, which provides the financial and employment

underpinnings of the respective mono-ethnic parties which seized

various parts of the economy during the war. These vested

interests continue to block privatization and market reform.

There is still little private investment, either domestic or
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foreign. Due to international assistance flows, annual economic"

growth has averaged about 40 percent in real terms since 1995,
and GDP reached $4.1 billion in 1998, equivalent to roughly 40

percent of its pre-war level. Yet even with these high growth
rates, BiH remains the second poorest country in Europe. The

economy suffered the largest drop of any European country in the

post-communist era, and it will need external assistance for
many years just to recover its relatively low pre-war level of
economic activity. The Kosovo crisis has compounded economic

reconstruction difficulties, in particular for the RS, whose

major trading partner was once the FRY. As long as the

government of BiH is making progress towards Dayton

implementation, the United States will support that economic and

political transition. SFOR has proven a vital component in
fostering an environment in which economic recovery,
reconstruction, and market reforms can be achieved.

a

A

8. Displaced Person and Refugee (DPRE) Returns. Aim: A
ffunctioning, phased and orderly minority return process. Almost

600,000 DPREs,/have repatriated or returned to their homes since
the signing/of the Dayton Accords. Of those, more than 80,000
returneY to areas where their ethnic groups are now minorities.
Meanwhile, about 1.2 million Bosnians remain displaced
internally or abroad, and most of them come from areas where
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their ethnic groups are now in the minority. Hard-line
nationalists continue to block minority returns with
bureaucratic maneuvers (e.g., failure to evict illegal occupants
from DPREs' homes) and, occasionally, violence. However, the

number of acts of violence against minority returnees has

substantially declined, and implementation of property
legislation is improving. While the pace of minority returns
has been unacceptably slow, momentum is accelerating. Almost as

many minorities returned in 1998 as in the two preceding years
combined. While not receiving much public notice, Significant
spontaneous returns have occurred, particularly in former

conflict areas such as Drvar, where Serb returns have reached

Significant levels in the last 6 months, with no repetition of
earlier violence. SFOR's contribution to a secure environment

is the linchpin on which this return process turns. Although an

influx of refugees from Kosovo and elsewhere in the FRY into BiH

has complicated the Bosnian return process, the burden currently
remains manageable.

9. Brcko. Aim: Implementation of the Brcko Arbitration
Tribunal's Final Award that was issued on March 5, 1999. The

award called for the creation of a neutral, multi-ethnic, self-
governing district comprised of the entire pre-war opstina
(county) of Brcko. Both entities will be required to delegate
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their authority over the district to a democratically elected

local government. Strict international supervision of the

district would remain in place with enhanced powers. Although
the award is final, the Arbitrator must still finalize an annex

containing implementation details, including the precise
structure of the district's government and modalities for local
elections. Moderates in the RS, led by Prime Minister Dodik,

have accepted the award after some initial objections. Despite

pressure from hard-line Serb elements not to do so, Dodik's

government has actively engaged with Federation authorities,
OHR, and the Arbitrator to discuss implementation of the award.

SFOR support remains crucial to deterring violent attempts by

hard-liners to disrupt Brcko implementation.

10. Persons Indicted For War Crimes (PIFWCs). Aim:

Cooperation with the International Criminal Tribunal for the

former Yugoslavia (ICTY) leading to the transfer of PIFWCs to

The Hague for trial. Acting within its mandate, SFOR has

assisted in the transfer of 29 indictees to The Hague, including
numerous detentions and voluntary surrenders of indicted war

criminals' in BiH. On July 6, SFOR arrested Radoslav Brdjanin,
former Bosnian Serb Deputy Prime Minister, on war crimes

charges. Cooperation from the Parties varies widely. Bosnian

Serb cooperation with the Tribunal has improved in the year and
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a half since Milorad Dodik became Prime Minister of the RS

entity. The two most senior indictees for war crimes committed

in BiH, Radovan Karadzic and Ratko Mladic, have yet to be

apprehended. Mladic is believed to have gone underground in

Serbia, which continues to be wholly uncooperative with the

Tribunal. Karadzic is thought to be in hiding in the RS.

In my report to you dated February 4, 1999, I emphasized

the important role that SFOR continues to play in supporting the

secure environment needed for democratic principles and free-

market reforms to take root and grow. The tragic conflict in

Kosovo served further to emphasize the effectiveness and

importance of SFOR im carrying out its mission. Throughout the

Kosovo conflict, FRY President Milosevic engaged in efforts to

overthrow RS Prime Minister Dodik and to gain overt military
support from the RS armed forces. He failed in both efforts.
On March 26; two FRY\MiG=29sAllegally entered BiH airspacex in

violation, of the Dayton Peace Accords. SFOR shot down the MiGs
f

3

in the hortheastern RS in accordance with its mandate to protect

and defend BiH airspace. On April 3, SFOR preemptively

destroyed a portion of the railway line in southeastern Bosnia

vo deny FRY entry into and transit through BiH for purposes of

transporting war material from Serbia through BiH to Montenegro.
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The fact that the Kosovo conflict did not spill over into

Bosnia and Herzegovina, with SFOR now at only half the size of

its peak deployment in 1996, is a tribute to the professionalism
of U.S. and other SFOR Armed Forces, and proof that the U.S.

investment in the Dayton Accords is paying off. Rather than

suffering a setback during this period, the conflict in Kosovo

actually served to consolidate progress toward Dayton objectives
in Bosnia and Herzegovina.

While progress continues to be made, there is much left to

be accomplished. We have placed emphasis in 1999 on fostering
returns of minority refugees and displaced persons, developing

greater cooperation among Entity defense establishments,

accelerating the growth of democratic central institutions, and

laying the groundwork for a sustainable market economy. These

goals require strong commitment from the international

community, of which SFOR is a part. Nevertheless, the goal is a

Bosnia and Herzegovina that is fully integrated into European

political, economic and security structures. To reach this

goal, the fedgling state must gradually take greater

responsiility for its own development until it can stand on its
own without foreign military or economic assistance.
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In my February 4 report, I also outlined steps being

undertaken by NATO planners to restructure and reduce SFOR's

presence in BiH. NATO planners are seriously studying ways to

guarantee Dayton's success while continuing to reduce SFOR's

presence toward its eventual full withdrawal. As part of the

second six-month review of SFOR, the NAC has approved the

Military Committee's recommendation that SFOR's operations plan

be revised to provide for increased operational flexibility that

would both offer an opportunity for substantial force reductions

and allow for continued support for civil implementation. NATO

planners' initial estimates indicate a reduction in SFOR from

the current 29,000 troops to 19,000. Thus, SFOR would be

reduced by about 33 percent. The NAC must still debate this
recommendation and take decisions on its execution. Of course,

any and all reductions of U.S. forces in the short or long term

will be made in accordance with this Administration's policy
that such reductions will not jeopardize the safety of U.S.

Armed Forces serving in BiH.

The Administration is grateful for the support of Congress

for Dayton implementation. I look forward to continuing to work

with the Congress in pursuit of U.S. foreign policy goals in the

Balkans.
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509O
accomplished in some areas such as refugee return, economic
development, and organized crime. The conclusion is that SFOR's
presence continues to be crucial to create a secure and stable
Bosnia and Herzegovina.

RECOMMENDATION

That you sign and transmit to ths Congress the enclosed letters
and report.

Attachments
Transmittal Letters

Tal
Tab B Report to Congress

UNCLASSIFIED W/SECRET ATTACHMENTS
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Dear Mr. President:

As required by the Levin Amendment to Public Law 105-174, the
Bosnia Supplemental, I transmit herewith a six-month periodic
report on progress made toward achieving benchmarks for a
sustainable peace process.

Sincerely,

The Honorable Al Gore, Jr.
President of the Senate
Washington, D.C. 20510,
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President of the Senate
Washington, D.C. 20510
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Speaker of the
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Washington, D.c. 20515
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sustainable peace process.

Sincerely,

The Honorable Carl Levin
United States Senate
Washington, D.C. 20510
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channel Federation television system is pending legislative
approval. Croatia's HRT state television broadcasting in Bosnia

will be terminated once the new Federation television system

comes on line. The IC-funded Open Broadcast Network (OBN),

Bosnia's only cross-entity television network, continues to be a

reliable countrywide source of professional, objective news and
Nn

public affairs programming. In the past year, OBN has improved

its programming and adopted a business plan that aims to make

the network self-financing within five years. The Independent

Media Commission (IMC), an FCC-type regulatory body created

almost a year ago, has put in place a comprehensive licensing
framework and a code of practi e for electronic media. SFOR's

presence continues to support an environment for open yet

responsible exchange of information via television and other

media.

6. Elections and Democratic Governance. Aim: National

democratic institutions and practices. At the State level, the

Joint Presidency, with the notable exception of a temporary Serb

boycott of its work, made progress toward functioning as an

institution responsible to all citizens of BiH, representing the

state in several multilateral and bilateral fora. Drafting is
now underway on a Permanent Election Law, which could be in

place by the end of 1999. Until the formal adoption of the law,
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the OSCE remains in charge of running elections in Bosnia,

pursuant to the Dayton Accords. In June, a new multiethnic

municipal assembly was finally seated in Srebrenica,

implementing the last of the election results from the December

1997 municipal elections. The next round of Municipal elections

was postponed from November 1999 to April 2000. Open and

transparent elections, the foundation for democratic governance,

are being supported by SFOR's contribution to a secure and

stable environment in which the Parliamentary Assemblies at the

State and Entity levels can function and in which democratic

elections may take place.

7. Economic Development. Aim: Free-market reforms.

After three and a half years of assistance, Bosnia has made

progress towards economic reconstruction and economic recovery.

However, progress toward a functioning, free-market economy is
far too slow. Ethnic tensions hinder the political reform

process, but, most significantly, the political leadership

remains wedded to ethnic and political control over economic

activity, which provides the financial and employment

underpinnings of the respective mono-ethnic parties which seized

various parts of the economy during the war. These vested

interests continue to block privatization and market reform.

There is still little private; investment, either domestic orx
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their ethnic groups are now in the} minority Hard-line

nationalists continue to block minority returns with

bureaucratic maneuvers (e.g., failure to evict illegal occupants

from DPREs' homes) and, occasionally, violence. However, the

number of acts of violence against minority returnees has

substantially declined, and implementation of property

legislation is improving. While the pace of minority returns

has been unacceptably slow, momentum is accelerating. Almost as

many minorities returned in 1998 as in the two preceding years

combined. While not receiving much public notice, significant
spontaneous returns have occurred, particularly in former

conflict areas such as Drvar, where Serb returns have reached

significant levels in the last 6 months, with no repetition of

earlier violence. SFOR's contribution to a secure environment

is the linchpin on which this return process turns. Although an

influx of refugees from Kosovo and elsewhere in the FRY into BiH

has complicated the Bosnian return process, the burden currently

remains manageable.

9. Brcko. Aim: Implementation of the Brcko Arbitration

Tribunal's Final Award that was issued on March 5, 1999. The

award called for the creation of a neutral, multi-ethnic, self-

governing district comprised of the entire pre-war opstina

(county) of Brcko. Both entities will be required to delegate

10

their ethnic groups are now in the inority. Hard-line

nationalists continue to block minority returns with

bureaucratic Maneuvers (e.g., failure to evict illegal occupants

from DPREs' homes) and, occasionally, violence. However, the

number of acts of violence against minority returnees has

substantially declined, and implementation of property

legislation 1s improving. While the pace of minority returns

has been unacceptably slow, momentum is accelerating. Almost as

many minorities returned in 1998 as in the two preceding years

combined. While not receiving much public notice, significant
spontaneous returns have occurred, particularly in former

conflict areas such as Drvar, where Serb returns have reached

significant levels in the last 6 months, with no repetition of

earlier violence. SFOR's contribution to a secure environment

is the linchpin on which this return process turns. Although an

influx of refugees from Kosovo and elsewhere in the FRY into BiH

has complicated the Bosnian return process, the burden currently

remains manageable

9. Brcko. Aim: Implementation of the Brcko Arbitration

Tribunal's Final Award that was issued on March 5, 1999. The

award called -for the creation of a neutral, multi-ethnic, self

governing district comprised of the entire pre-war opstina

(county) of Brcko. Both entities will be required to delegate



11

their authority over the district to a democratically elected

local government. Strict international supervision of the

district would remain in place with enhanced powers. Although
the award is final, the Arbitrator must still finalize an annex

containing implementation details, including the precise
structure of the district's government and modalities for local
elections. Moderates in the RS, led by Prime Mingter Dodik,

have accepted the award after some initial objections. Despite

pressure from hard-line Serb elements not to do so, Dodik's

government has actively engaged with Federation authorities,
OHR, and the Arbitrator to discuss implementation of the award.

SFOR support remains crucial to deterring violent attempts by

hard-liners to disrupt Brcko implementation.

10. Persons Indicted Por War Crimes (PIFWCs). Aim:

Cooperation with the Internat onal Criminal Tribunal for the

former Yugoslavia (ICTY) leading to the transfer of PIFWCs to

The Hague for trial. Acfing within its mandate, SFOR has

assisted in the transf¢r of 29 indictees to The Hague, including
numerous detentions And voluntary surrenders of indicted war

f
criminals in BiH. 'Cooperation from the Parties varies widely.
Bosnian Serb cooperation with the Tribunal has improved in the

year anda ha lLf since Milorad Dodik became Prime Minister of the

RS entity. The two most senior indictees for war crimes

11

their authority over the district to a democratically elected

local government. Strict international supervision of the

district would remain in place with enhanced powers. Although
the award is final, the Arbitrator must still finalize an annex

containing implementation details, including the precise
structure of the district's government and modalities for local
elections. Moderates in the RS, led by Prime Minster Dodik,

have accepted the award after some initial objections. Despite

pressure from hard-line Serb elements not to do so, Dodik's

government has actively engaged with Federation authorities,
OHR, and the Arbitrator to discuss implementation of the award

SFOR support remains crucial to deterring violent attempts by

hard-liners to disrupt Brcko implementation

10. Persons Indicted For War Crimes (PIFWCs). Aim :

Cooperation with the Internatdonal Criminal Tribunal for the

former Yugoslavia (ICTY) leading to the transfer of PIFWCs to

The Hague for trial. Acffing within its mandate, SFOR has

assisted in the transfér of 29 indictees to The Hague, including
numerous detentions And voluntary surrenders of indicted war

criminals in BiH. Cooperation from the Parties varies widely
Bosnian Serb cooperation with the Tribunal has improved in the

year and a ha f since Milorad Dodik became Prime Minister of the

RS entity. The two most senior indictees for war crimes


