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CONTEXT

Bosnia and Herzegovina (BiH, or Bosnia in short) is 
located on the Balkan Peninsula, and was formerly 
part of Yugoslavia. In the early 1990s, the dissolution 
of Yugoslavia resulted in several wars, one of them on 
the territory of Bosnia, which lasted until 1995. Today, 
Bosnia is categorized as a multi-ethnic, post-conflict 
country, and has a fragmented and divisive political and 
social sphere. The World Bank estimates that official 
development assistance to Bosnia since 1989 stands 
at US$445,360,000. During and immediately following 
the war, international aid to Bosnia focused on relief, 
crisis response, and reconstruction, with much of it 
earmarked for Bosnian refugees and their subsequent 
resettlement. Over time, the focus transitioned to 
long-term development, governance, and peacebuilding 
assistance, some of which is still ongoing. In the late 
1990s and throughout the 2000s, many international 
donors and implementing organizations concentrated 
their efforts on democracy-building and civil society 
strengthening, including individual and institutional 
capacity development. Others, such as the World 
Bank and some INGOs, provided technical assistance 
and initial boosts for economic development, income 
generation, and microcredit programs. Over the past 
two decades, with local organizations having taken the 
lead, Bosnia has experienced many INGO transitions 
and exits.

STORY OF TRANSITION

Partner is a multi-ethnic, Bosnian non-profit 
foundation registered in 2000. It was started by Mercy 
Corps (MC), a US-based INGO which at the time was 
focused on the return and reconciliation of war-torn 
communities in Bosnia’s multi-ethnic areas. Partner 
was initially set as an economic development project 
supporting income generation and entrepreneurship 
in Bosnia’s conflict-affected border areas. Established 
in 1997, the project started with four staff, and its first 
27 loans were disbursed that same year. Bosnia had 
had no prior experience with microcredit during the 
socialist era. Several international staff championed 
the idea of MC Bosnia “incubating” the microcredit 
project for a short period, before transitioning it into 
a local entity with competent and visionary local staff 
and a reputable board. Local leadership for Partner 
emerged from existing project staff keen to continue 
the legacy of mission-driven work focused on multi-
ethnic rural areas, returnees, women, and marginalized 
people. As part of the transition, MC provided capacity 
development, coaching, and an initial loan, which was 
later written off as a donation to Partner’s capital. 
While two MC staff continue to sit on its board, 
Partner is financially independent of MC.

Partner was the first microfinance institution (MFI) 
to operate in the three administrative units of Bosnia-
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Herzegovina: Bosnia, Republika Srpska, and Brčko District. 
Between 2000 and 2018, it became one of the largest 
MFIs in Bosnia, and today it has some 60 branches, 300 
staff, and 45,000 clients (many returning), as well as 
KM78 million (US$46,500,000) in equity (over which it 
has full control). It provides a range of personal, business, 

agriculture, and housing loans to micro entrepreneurs, 
and promotes the participation of women in business. 
MIX Market, a global database of microfinance 
institutions, has assigned Partner a four-star rating, and 
in 2007 it was ranked 18 in Forbes magazine’s list of the 
world’s best microfinance institutions.

KEY LESSONS

Having a vision for transition from the outset, driven by internal advocacy, contributes to 
a successful outcome. Almost from the very beginning, MC staff articulated a vision for the economic 
development project to become locally owned and led. The lack of an initial consensus required the consistent 
articulation of “why this should be a Bosnian entity” by internal champions. Advocacy for localization was 
boosted by early successes in the microcredit pilot, which had an important confidence-building effect.

Dedicated, capable, and visionary national staff can drive the transition. MC was careful in picking 
out local staff for key leadership positions at Partner, with many staying on to help grow the organization for 
years afterward. Unwavering staff commitment and the CEO’s leadership skills were critical to Partner’s success. 
The level of trust, group cohesion, support for the mission, and confidence in the leadership is particularly 
noteworthy given that Partner emerged from a post-war context in which trust-building, reconciliation, and 
inclusive governance were lacking.

Early financial support can provide a much-needed boost and facilitate longer-term sustainability. 
An initial loan by MC and grants from the World Bank boosted Partner’s development, growth, and reputation. 
Subsequent support by USAID and regional banks provided opportunities to expand services into new areas.

Capacity development is highly valued by national staff. MC organized a variety of training, mentoring, 
technical advice, and oversight activities, customized to the evolving needs of staff and Partner as an organization. 
Two MC staff were assigned as personal coaches to the new CEO, who made use of their moral support during 
the early transition years.

Strong governance from the start bolstered organizational development. MC required that Partner 
have a governing board and helped recruit respected local figures representing Bosnia’s three main ‘constituent 
peoples”: Bosniaks, Serbs and Croats. The board was instrumental in advocating for the national government to 
prioritize establishing a regulatory and enabling environment for microcredit organizations. The board is also 
credited with ensuring the transparency and accountability of Partner’s finances, which directly impacts how 
Partner is perceived by investors and auditors.

Maintaining a mission-driven focus sustained transition over the long-term. Partner continues to 
balance its financial objectives with its social development goals, which include maintaining MC’s focus on the 
financial inclusion of marginalized rural residents and women-led micro-enterprises. This sustained focus on 
economic development and financial inclusion has helped Partner maintain its credibility with the communities it 
serves, as well as demonstrating its social impact to investors.

This document was made possible by the generous support of the American People through the United States Agency for International 
Development (USAID). The contents of this case study are the sole responsibility of Peace Direct, CDA Collaborative Learning and Search 
for Common Ground, and do not necessarily reflect the views of USAID or the United States Government.
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