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As provided for in the CARDS regulation1, the Country Strategy Paper (CSP)
provides a strategic framework in which EC assistance will be provided in the
period 2000-2006.  It sets out EU co-operation objectives, policy response and
priority fields of co-operation based on a thorough assessment of the partner
country’s policy agenda and political and socio-economic situation.  The multi-
annual indicative programme (MIP) attached to the strategy, and forming an integral
part thereof, sets out the EU response in more detail, highlighting programme
objectives, expected results and conditionality in the priority fields of co-operation
for the period 2002-2004.  The indicative financial allocation for CARDS assistance
for Croatia for the period 2002-2004 is ¼����PLOOLRQ�XQGHU�WKH�QDWLRQDO�SURJUDPPH
and ¼���PLOOLRQ�XQGHU�WKH�UHJLRQDO�SURJUDPPH�

Croatia is a full participant in the Stabilisation and Association Process.  Following
the dissolution of the former Socialist Yugoslav Federation in 1991 it established
itself as an independent republic.  During its first decade of independence Croatia
was involved in two military conflicts.  It suffered increasing international isolation
as a result of the nationalist regime of President Tudjman.  The elections in January
2000 which led to the formation of a coalition government marked a turning point in
the development of the Croatian state towards one based on the principles of
democracy, the rule of law and respect for human rights, as well as in its relations
with the international community.  Croatia experienced a period of strong growth of
the economy from the mid 1990’s, though it suffered a recession in 1998-1999
before reviving from the beginning of 2000.  The main challenges facing the country
over the medium-term are the reform of the state administration and judiciary, the
return of refugees and displaced persons, the restructuring of the economy, the full
integration of ethnic minorities into society, the adoption of obligations arising from
the Stabilisation and Association Agreement.

Within that context, and taking into account the objectives of the Stabilisation and
Association Process, the EC CARDS programme can most effectively assist the
partner country in meeting those challenges by focusing on the priorities of
(i)democratic stabilisation, (ii) economic and social development, (iii) justice and
home affairs, (iv) administrative capacity building and (v) environment and natural
resources.

��� 7+(�(8�(&�&2�23(5$7,21�2%-(&7,9(6
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The EU’s co-operation objectives with Croatia are anchored in the
Stabilisation and Association Process (SAP), a proximity policy which
reflects the political and strategic importance of the Balkans to the EU.  The

                                                

1 Council Regulation (EC) 2666/2000, OJ L 306/1 07/12/2000
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Stabilisation and Association Process is a framework in which a new
contractual relationship (Stabilisation and Association Agreements) and an
assistance programme (CARDS) help each country to progress, at its own
pace, towards EU membership.

The European Commission set out this ambitious vision for the region’s
development in a communication of May 1999.  The approach is based on:

(1) a recognition that one of the main motivators for reforms relating to
respect for the rule of law, democratic and stable institutions, and the
development of a market economy is a relationship with the EU that
is based on a credible prospect of membership once the relevant
conditions have been met;

(2) the need for the countries of the region to develop bilateral
relationships between themselves as a basis for greater economic and
political stability in the region;

(3) the need for assistance programmes and contractual relations,
although anchored to a common set of political and economic
conditions, to be flexible enough to allow each country to move
ahead at its own pace to accommodate a range of situations, from
post-conflict reconstruction and stabilisation to technical help with
matters such as the approximation of legislation to the core elements
of the acquis.

Following the Feira Council of June 2000, which confirmed that the EU’s
goal is the fullest possible integration of these countries into the economic
and political mainstream of Europe, the Zagreb Summit of�24th November
2000 set the seal on the SAP by gaining the region’s agreement to a clear set
of objectives and conditions.  In return for the EU’s offer of a prospect of
accession on the basis of the Treaty on European Union (TEU) and the 1993
Copenhagen criteria, and an assistance programme to support that ambition,
the countries of the region undertook to abide by the EU’s conditionality and
participate fully in the Stabilisation and Association Process.

They also accepted that the Stabilisation and Association Agreements
(SAAs), when signed, would be the principal means to begin to prepare
themselves for the demands that the perspective of accession to the EU
naturally entail.  The SAAs focus on respect for democratic principles and
integration of the countries of the region into the EU single market.  They
foresee the establishment of a free trade area with the EU and set out rights
and obligations in areas such as competition and state aid rules, intellectual
property and establishment, which will allow the economies of the region to
begin to integrate with the EU’s.  The conclusion of such Agreements
represents the signatories’ commitment to complete over a transition period a
formal association with the EU, tailored to the circumstances of each country
but based on the implementation of the same core obligations.

The EU’s political strategy towards the region relies on a realistic
expectation that the contract it enters into with individual countries will be
fulfilled satisfactorily.  Careful preparation with each country before the EU
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offers such a contract has been and remains a vital component of the
Stabilisation and Association Process.  The agreements contribute to the
EU’s objectives in the following way:

(1) They are a tool�which provides, much as the Europe Agreements did
for the candidate countries in Central Europe, the formal mechanisms
and agreed benchmarks which allow the EU to work with each
country to bring them closer to the standards which apply in the EU.

(2) They are a means to focus attention on respect for key democratic
principles – human and minority rights, stable democratic
institutions, standards of political behaviour and the independence of
the media.

(3) They include the core elements which are at the heart of the single
market.  Through free trade with the EU and the associated
disciplines (competition and state aid rules, intellectual property etc)
and rights (e.g. establishment), this process will allow the economies
of the region to begin to integrate with the EU’s.

Effective implementation of the Stabilisation and Association Agreements is
a prerequisite for any further assessment by the EU of a country’s prospects
of accession.  Each country will need time, help and encouragement to
implement such obligations properly.

The SAP is not simply a bilateral process with each country: the Zagreb
summit placed considerable emphasis on the need for regional co-operation.
Similarly, the SAAs include a clear commitment to regional co-operation,
which is reflected both by the funding of a regional CARDS programme and
by the shared objectives of national CARDS programmes.

The CARDS programme underpins the objectives and mechanisms of the
Stabilisation and Association Process, and as each country moves deeper into
that process assistance will focus increasingly on support for the reforms and
institution building necessary to implement the obligations in the
Stabilisation and Association Agreements.  A precondition for receiving
assistance under CARDS is compliance with Article 5 of the CARDS
Regulation (Council Regulation 2666/2000 of 5 December 2000) covering
conditionality issues.

The indicative financial allocation for CARDS assistance for Croatia for the
period 2002-2004 is ¼����PLOOLRQ� XQGHU� WKH� QDWLRQDO� SURJUDPPH�� DQG� ¼��
million under the regional programme for measures which will be
implemented in Croatia.  Croatia will, in addition, benefit from other
measures under the regional programme.

����� &URDWLD�LQ�WKH�6WDELOLVDWLRQ�DQG�$VVRFLDWLRQ�3URFHVV

Between the dissolution of the Socialist Federal Republic of Yugoslavia and
the negotiation of the SAA, Croatia did not enjoy global contractual relations
with the European Community.  Croatia was granted autonomous trade
measures on a unilateral basis.  In accordance with the conditionality
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established by the EU Regional Approach, and continued by the SAP,
financial co-operation was limited to humanitarian assistance, support to
democratisation and, from 1996, reconstruction assistance.

Following the change of government in Croatia in early 2000 and the
resultant change in approach towards the European Union and European
integration, Croatia has become fully engaged in the SAP.  Negotiations for
an SAA began in the autumn of 2000 and an agreement was initialled on 14th

May 2001 and signed on 29th October 2001.  In parallel, an Interim
Agreement covering trade and trade-related areas was concluded to allow the
early entry into force of these provisions of the SAA, since it is likely to take
a certain time until all parties have ratified the SAA.  Croatia has indicated
that it intends to submit a formal application for EU membership at an early
stage.

��� &52$7,$¶6�32/,&<�$*(1'$

The Government is committed to a challenging reform programme, announced
immediately after it came to power.  The programme covers political, economic,
social, and justice and home affairs aspects.  The overall objective is for Croatia to
complete the process of transition, through full democratisation, international and
European integration, regional stability and a sustainable economic performance.
Within this general framework, the Government has given a firm commitment to a
rapid start to the implementation of the obligations foreseen under the SAA.

Key elements of the reform programme are:

����� 3ROLWLFDO

Major reforms relating to democracy and the rule of law target respect of
human rights, with particular reference to minority rights, full
democratisation of the media and swift implementation of the return process.
To this end, Parliament has already adopted some important pieces of
legislation and will continue the process through a focus on proper
enforcement of the new legal framework.  The Government has renewed its
commitment to the non-discriminatory and rapid enforcement of the return
process.

The decentralisation of government functions to strengthen local government
is seen as a key element in the reorganisation of the overall political system.
A new legislative framework defines the respective responsibilities of, and
the relations between, central and local government, based on the principle
of subsidiarity. The streamlining of public administration through an
horizontal decentralisation, with transferral of some administrative tasks to
autonomous organisations outside the State administration (e.g. trade unions,
employer’s associations, universities, civil society), is also planned as an
important measure to create the necessary administrative capacity.

Reform of the judiciary is a key concern for the Government, with the main
elements of the reform being to strengthen the professional quality of judges
and prosecutors, to improve the efficiency of the judiciary, to reduce the
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backlog of cases, and to develop proper and efficient law enforcement
mechanisms in all sectors.  The fight against corruption and organised crime
is also a crucial priority.

In the medium to long term, priority foreign policy goals include accession to
the European Union and NATO, as well as the promotion of good
neighbourly relations.  To achieve the former, the establishment and
implementation of a comprehensive plan for the implementation of the
Stabilisation and Association Agreement is a key priority.  Following the
accession to the World Trade Organisation (WTO), Croatia is now working
to enhance its relations with all the Central and Eastern European Countries
(CEECs) with the aim of joining the Central Europe Free Trade Area
(CEFTA).  In addition Croatia will gradually conclude free-trade agreements
with all the countries involved in the Stabilisation and Association Process.

In terms of regional co-operation, Croatia’s policy is to foster close
partnerships with its neighbours, recognising that this will be an important
element of EU political conditionality, and that Croatia’s attitude will have
an important impact on the stability of the whole region.  The Government is
also committed to improving the implementation of the Dayton Peace
Agreement.

����� (FRQRPLF

The overall aims of Croatian economic policy, reiterated in the context of the
Stand-by Arrangement (SBA) with the IMF, are to promote employment and
raise living standards while strengthening macroeconomic stability and
furthering structural and other necessary reforms.

The main fiscal policy target of the Government is to significantly reduce the
consolidated central government deficit from 6.5% of GDP in 2000 to some
1.5% of GDP by the end of 2003.  This will involve reducing public sector
wages as well as downsizing the public sector.  The main monetary policy
objective is price stability, with a major emphasis on the stability of the
exchange rate.

The main elements of the structural reform programme are the single
treasury system, a uniform budget classification system, the liberalisation of
reserve requirements in exchange deposits for private companies, further
privatisation of financial sector institutions, the pension and health care
systems, and the divesting of public enterprises and privatisation.

Regional development is a high priority, summarised in two principal goals:
(i) to reduce the development imbalances, in particular promoting the
prospects for sustainable development of the war-affected areas, rural areas
and islands, and (ii) decentralisation, territorial reorganisation and
strengthening of local authorities.

The Government has put an emphasis on promoting the growth of small and
medium enterprises to help meet its goal of fostering sustainable
development within the framework of a market-oriented, stable and
predictable business environment.  Given the short- as well as long-term
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potential of the tourism industry, the particular priority is SME support to
this sector.

Structural reform of agriculture is high on the Government agenda, to create
the necessary conditions for Croatian agriculture to face European
competitiveness and develop adequate working and living conditions in rural
areas.

Government policy is for environmental protection and the sustainable use of
natural resources to underpin all economic activities.  A National
Environmental Action Plan (NEAP) has been developed.

����� 6RFLDO

Within the limits of its tight financial resources, the Government plans to
develop an active employment policy to alleviate the acute unemployment
problem.  Particular emphasis is placed on the bundling of re-training and re-
employment measures for workers affected by the restructuring/privatisation
of state-owned enterprises and the redundancies in the public sector, as well
as on various support measures for the unemployed, including the promotion
of entrepreneurship and specific support measures for young people, women,
war veterans and long-term unemployed.

The Government is committed to rationalising social welfare policies and to
establishing a new legislative framework to protect labour rights.  A priority
is the reform of the pension and social security systems, with a view to
providing better social protection, especially for the most vulnerable groups.

The planned reform of the health sector will aim to restructure health care
institutions, reform the financing of and payment for services, modernise the
delivery of health care services, and increase investment in medical
equipment and the training of professionals.

The education system will be further developed with the aim of promoting
democratisation, decentralisation, pluralism, and a better match between the
education and training system and labour market needs.

��� 32/,7,&$/��(&2120,&�$1'�62&,$/�6,78$7,21�,1�&52$7,$

����� 3ROLWLFDO�VLWXDWLRQ

The Parliamentary and Presidential elections in January 2000 marked a
turning point� in the Croatian democratisation process.  The convincing
victory of a centre-left, pro-European, six party coalition, committed to
democratic principles, created a new momentum both as regards the internal
political environment and in Croatia’s relations with the International
Community2, in particular with the EU.

                                                

2 Accession to the NATO Partnership for Peace in May 2000, membership of WTO which was
formalised in November 2000, and the Council of Europe decision to consider the Parliamentary



10

One of the major planks of the political programme of the coalition that took
power in 2000 is the deepening of relations with the EU, with a view to a
gradual integration of Croatia into the European structures.  The Government
is committed at the political level to fulfilling all the underlying political
conditions and to strengthening the overall democratic environment in order
to achieve this aim.  It has also accepted wide-ranging obligations in the
framework of the Stabilisation and Association Agreement, the
implementation of which will require substantial efforts, notably in terms of
the structural reforms that will be needed.  In demonstration of its
determination, the Government has established a challenging reform
programme that, if achieved, would allow it to fully implement the SAA
obligations by 2006.  The successful implementation of the necessary
reforms depends, however, on the Government maintaining a high level of
internal cohesion and continued commitment from the coalition partners to
take what may be difficult political decisions.

For such a demanding process to be sustainable will require not only serious
commitment and active participation by the Government and all parts of the
public administration but also public consensus in the face of potentially
painful reforms for businesses and individuals.  This necessary public
consensus could both result from, and lead to: improved cohesion within the
ruling coalition; the establishment of a more constructive dialogue between
the Government and a mature opposition, and; increased co-operation
between the different institutional players.

The results of the nation-wide local elections on 20th May 2001 showed,
however, that the population seems to be rather disappointed, if not even
disillusioned, with the Government’s performance.  There has been a general
loss of interest in "political affairs", evidenced by a low turnout in the
election (45%) which cannot be explained simply by the number of elections
which had taken place over the previous year.  Growing and more focused
public discontent and criticism, aggravated in particular by the difficult
economic situation and the impact of high unemployment, would put
pressure on the Government, and make the reform process increasingly
difficult.   For reform to be accepted, the level of public debate and the
participation of civil society in policy development must increase.  For the
moment, however, the different parts of civil society are not sufficiently well
organised or pro-active, and so are not able to voice public interests in an
effective manner.

In addition to the normal problems and challenges of a country in transition,
Croatia struggles with the effects from the wars of the 1990s, notably in
terms of the return of refugees and reconstruction.  Although the change of
government in 2000 led to an improvement in the treatment of minorities
wishing to return, significant numbers of those who left their homes during
the 1990’s have still not returned.  The incomplete return and integration of
refugees and displaced persons thus remains a problem, which is an issue

                                                                                                                                                

Assembly’s human rights monitoring procedure as closed, were all important steps which marked the
end of the international isolation of the country.
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particularly in terms of obligations under the peace accords.  Return is still
not genuinely encouraged in practice, and the legal framework is not fully
and fairly applied.  Further factors inhibiting return are incomplete
reconstruction, bleak economic prospects, animosity by local populations to
Serb communities and a negative perception of the security situation in the
war-affected areas.  Repossession of property and restitution of
occupancy/tenancy rights also remain problems that the Government needs
to address more decisively.  The Government has developed a national
action plan for the return of refugees and displaced persons within the
framework of the Stability Pact Agenda for Regional Action (AREA).

Croatia’s human rights record has improved under the new Government,
demonstrated in a number of ways.  Elections have shown a positive
evolution towards the respect of international election standards.  The
independence of the judiciary has been strengthened, although it is under-
funded, suffering from an inherited backlog of cases, and still subject to
some political influences at a local level.  The freedom of speech has
improved, with the adoption of laws on State Radio and TV and on
telecommunications, and with the dropping of libel lawsuits against
journalists.  The possibility of governmental interference in NGO operations
has been reduced.  Co-operation with ICTY has improved, and the
commitment to co-operation confirmed by a vote of confidence in the
Government.  With regard to treatment of minorities, the overall atmosphere
has changed positively and the legal framework has been improved.
However, de facto discrimination still exists, particularly at the local level,
and notably towards the Serb community.  As elsewhere in the region,
discrimination also affects the Roma population.  Finally there is the
problem of trafficking in persons, for which Croatia is mainly a transit
country but also, although to a lesser extent, a source and destination
country.  Croatia is a signatory to nine of the twelve principal international
human rights treaties of the United Nations

Looking at the place of Croatia within the region, the country has a key role
to play in the reconciliation and the stabilisation process of the whole region,
and has expressed a commitment to both improving its bilateral relations and
continuing to play an active role within the region.  Croatia understands that
these are major conditions in the furthering of its bilateral relations with the
EU.  However there is still resistance to concrete co-operation with
neighbouring countries.  In particular, Croatia tends to reject regional
initiatives, which it fears might strengthen the regional identity at the
expense of closer integration with central European countries and EU
Member States, which is its primary aim.  At the bilateral level, the new
Government does have a significantly different attitude towards Bosnia and
Herzegovina in comparison with the old, and has worked to build more
transparent relations with the Bosnian Croats and enhance direct contacts
with the Central Bosnian institutions.  However further progress is still
needed in controlling financial assistance to the Bosnian Croats, to ensure
that it is devoted exclusively to open and transparent co-operation and to
prevent any misuse.  Relations with the Federal Republic of Yugoslavia
(FRY) have also started to improve as economic ties hum back to life, but
the pace is slow.  In addition disputes over the Prevlaka peninsula remain
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unresolved.  Of the outstanding issues with Slovenia, agreements on land
and sea borders and on the Krško nuclear plant have been reached between
the respective governments but difficulties in ratification mean that the
questions might be re-opened.

����� (FRQRPLF�DQG�VRFLDO�VLWXDWLRQ

������� (FRQRPLF�VLWXDWLRQ��VWUXFWXUH�DQG�SHUIRUPDQFH

After a thriving stabilisation effort starting in late 1993, the economic
situation started to deteriorate in 1997 (from a combination of factors: a
tightening of monetary policy, mounting structural problems, increases in
taxes and administered prices, the Kosovo crisis), and the country found
itself in a recession which started in the last quarter of 1998 and continued
through the first three quarters of 1999.

From the end of 1999 the macro-economic situation started to improve.  A
rebound in household consumption, improved exports, and the very good
performance of the tourism sector in 2000 meant that GDP started to grow
again in the last quarter of 1999, albeit at modest levels, with a rate of 3.7%
in 2000.  Industrial output recovered only moderately in 2000 with an output
growth of 1.7% over the previous year, but strengthened in the first months
of 2001.

Annual inflation accelerated in 2000, at 6.4% compared to 4.3% in 1999,
though it stabilised from July 2000 onwards.  Despite Central Bank
interventions, the nominal exchange rate against the Euro appreciated
slightly, reflecting strong capital inflows from privatisation and tourism,
until beginning to depreciate in August 2001.

Unemployment has grown steadily since Croatia’s independence (caused by
the recession, slow progress in restructuring and modernising the economy,
and wage increases above productivity gains) reaching an average rate of
21.4% in 2000 according to official figures, although this official rate is
likely to overstate the actual situation.  Youth unemployment represents 34%
of the total, and the levels of female unemployment and unemployment of
the middle-aged unskilled are also causes for concern. Real after tax wages
of those who are employed have reached pre-transition levels.

An important step towards economic reform was taken on 19th March 2001,
with the approval of a stand-by arrangement with the IMF.  Although Croatia
has indicated that it does not need the associated IMF resources, the
arrangement provides an important framework of economic policy-making
and monitoring.  In the context of the stand-by arrangement, the Croatian
authorities have committed themselves to carrying out stability-oriented
economic and financial policies as well as the necessary economic reforms.
The medium-term (2000-2003) economic strategy of the Government aims
to achieve “sustainable high rates of economic growth with price stability
and external viability”.  This will be pursued by a “judicious combination of
fiscal adjustment, wage discipline, and structural reforms in the context of
continued exchange rate stability”, according to Government statements.
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In terms of social indicators - literacy, infant mortality and life expectancy -
Croatia is comparable to its European neighbours.  As would be expected
from the more stable state of its economy, there is a lower incidence of
poverty in Croatia than in other countries in the SAP.

Looking first at education, reform has been on the Government agenda since
the country gained independence in 1991.  However, a coherent national
strategy has not yet been developed, with education remaining rather
politicised as the country seeks to define itself as an independent state with
its own culture and language, and as part of Europe.  The development of a
new vocational education and training policy is a key consideration in a
situation of high and increasing unemployment, when the unemployed
comprise notably the young and the unskilled.  However, such policy
development, including crucially the concept of life-long learning, is not yet
taking place.  The Croatian system of higher education is extremely
decentralised and rather  outmoded by comparison with systems existing in
Member States.  In May 2001 Croatia formally joined the Bologna
Declaration, which sets out the process of harmonisation of European
institutions of higher education and of the establishment of recognisable and
comparable academic degrees. The structure of curricula, degrees and
institutions in Croatia currently differs significantly from the principles of
the Bologna Declaration

Turning to health, access to health care is nearly universal.  It is however
highly centralised and badly conceived and managed, suffering as a result
from low standards and services, long waiting lists for specialised medicine
and surgical interventions.  The private health insurance market is under-
developed.

The social welfare system does not give comprehensive coverage to those in
need, meaning that some of the most vulnerable in society currently slip
through the net.  This is because of a lack of co-ordination between different
agencies responsible for managing different aspects of the social protection
system, and because of a lack of awareness of their rights by the most
vulnerable.

The provision of education, health and certain social welfare services has
since 1st July 2001 been decentralised from central to local government.
This is a decision with significant implications for the delivery of these
services, but also for the policy framework.  Decentralisation should mean
more responsiveness to local conditions and needs.  In the case of social
welfare provision, decentralisation offers the possibility to develop new ways
of service delivery, notably by partnerships between local authorities and
non-governmental organisations (NGOs).  However, there is a lack of
resources at the local level to pay for social services.

In terms of social transfers, the Government has since the beginning of the
transition process relied overmuch on early retirement to ease pressures in
the labour market.  This policy has created a gap between the falling number
of contributors to the pension system and to the State transfer system in
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general, and the growing number of beneficiaries.  As a result transfer
recipients have had to rely on smaller benefits.  The poverty profile, which is
dominated by the elderly and non-employed, can be traced back to these
developments.  Another key though disturbing observation is that ethnicity
clearly affects the socio-economic situation, with the Roma population and
returnees, especially those of Serb origin, enjoying living standards well
below the average of Croatian society.

������� $VVHVVLQJ�WKH�SURFHVV�RI�UHIRUP

The size and the role of the state in Croatia are still very large and there is
therefore a need not only to reduce Government expenditure, but also to
increase the efficiency of the public administration.  This may be partly
achieved by the moves towards decentralisation, which will strengthen local
administration and self-government units.  The effects of an inefficient
administration have clear economic impacts.  For example, a survey carried
out by the Foreign Investment Advisory Service (FIAS) of the World Bank
in early 2001 argues that both foreign and indigenous entrepreneurs face a
variety of administrative barriers to investment.  The streamlining of
administrative procedures is therefore important in the larger reform context,
as Croatia’s economy  becomes more integrated with that of the EU and
faces intensified competition.

Reforms to the pension system in 1998 and 1999, which attempted to
rationalise and stabilise the pay-as-you-go system by introducing a three-
pillar system, now appear to have been insufficient and too late.  There will
therefore be a need to revisit the reforms to ensure their medium and long-
term financing and to improve equity, targeting and economic efficiency.

Education reform needs to be tackled urgently, given the identified links
between individuals’ lack of education and the proportionate chance of
unemployment, and between the level of vocational training and potential to
adapt to market restructuring.  An under-investment in education, both in
financial terms and in terms of a commitment to reform, runs the long-term
risk of limiting productivity and growth.  The Government has not so far
been very successful in engaging in a sector dialogue with the major in-
country stakeholders and international partners, nor in seeking consensus for
a new reform programme and its implementation.

Croatia’s health system is at a critical and unstable point, with its finances in
major deficit and its care delivery system under strain.  As well as the social
considerations, the sector therefore also represents a major fiscal problem.
Although changes in the mix of revenue sources and the efficiency of
revenue collection are needed, the high level of expenditure relative to GDP
implies that medium-term solutions lie mainly in more effective health
spending rather than higher health revenues.

Social services are currently delivered almost entirely by the governmental
sector, with local NGOs having been involved to a significant extent only in
the delivery of humanitarian aid (procurement, supply and distribution).
This is likely to change with the decentralisation of social welfare services
from the national to the local level, as there will be an increased opportunity
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for  civil society to work in partnership with the public administration to
deliver services.  This could not only improve the human quality of  services
but also be more cost-effective and eliminate some holes in the welfare
safety net.

������� 6WUXFWXUH�RI�SXEOLF�VHFWRU�ILQDQFH�DQG�PDLQ�VHFWRUDO�SROLFLHV

Although consolidated general government expenditure has risen steadily
both in absolute and relative terms over the past few years, parallel growth of
revenue has contained the widening of the budget deficit.  One reason for the
growth of revenue has been the increasing importance since 1998 of  capital
revenues, mainly from privatisation (equalling some 13% of revenues in
1999 compared to 1.4% in 1997).  The introduction of VAT in 1998
represented a sea change in revenue collections.  On the expenditure side, the
general government wage bill increased by 80%, and that of central
government by 65% between 1994-1998.

The size of the budget deficit remains relatively high by international
standards, having increased from 1-2% through most of the 1990s to 7.4% in
1999.  This should fall over coming years as structural adjustments, along
with a number of changes in the composition of government revenue and
expenditure, take effect.  These adjustments and changes reflect the more
restrictive fiscal policy of the new Government, which aims to consolidate
public finances and carry out structural reforms.   The reduction in
government expenditure as a proportion of GDP, which began in 1999, is
expected to continue, reaching a target level of 37.5% in 2003, following
revenue reduction measures adopted late in 2000.  The main component of
the budget reduction plan is to cut  and freeze the public wage bill.  A single
treasury account system has been in place since January 2001, which will
facilitate expenditure control.  However there are still problems linked to
extra budgetary funds, the deficit of which, on a consolidated basis, more
than tripled over the four years to 1999 to 9.9% of GDP, which need to be
addressed.

Corporate governance in Croatia is weak, since privatisation has often
favoured insiders over strategic investors, and changes in ownership have not
therefore been accompanied by a change in corporate governance.  The
privatisation of public enterprises is of major importance for the break-up of
state monopolies (e.g. electricity, oil refineries, transport).  The future
privatisation strategy will also have to tackle the problem of (partially) state-
owned enterprises which are dependent on direct or indirect (e.g. state
guarantees, deferment, taking over of social security contributions) state aid,
such as the shipbuilding industry, the ferry lines and the national railway
company.

The financial sector remains underdeveloped, effectively comprising only the
banking sector, and having a limited number of listed companies.  Following
privatisation, foreign-owned banks account for some 84% of total banking
assets, but in terms of numbers the Croatian banking system is still
characterised by small and micro institutions of only local scope.  The
creation of a sound financial system is therefore likely to require further
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consolidation, merger or closure of financial institutions, to build on the
increasing confidence of banks and depositors. .

Direct subsidies in Croatia, mainly concentrated in transport and agriculture,
are relatively low compared to other transition countries, at some 2% of
GDP.  However, the actual magnitude of subsidies is likely to be well above
this level since indirect subsidies – for instance in the form of government
waivers to selected enterprises to contribute to social security funds - are
common.  The Government also often assumes the debt of enterprises, for
example through debt to equity swaps.

������� ([WHUQDO�HQYLURQPHQW

The election of the new Government ended not just the political but also the
economic isolation of Croatia.  In July 2000, the WTO general council
approved the entry of Croatia, which has by its membership committed itself
to a phased reduction of barriers to agricultural and industrial trade over the
period to 2005.  Croatia was formally admitted to the organisation on 30
November as its 140th member.  The authorities seem to have achieved their
aim to cover more than 80% of trade under preferential trade agreements by
the end of 2001.  Free Trade Agreements (FTA) already exist with Slovenia,
the Former Yugoslav Republic of Macedonia, Bosnia and Herzegovina and
with Hungary.  Negotiations with EFTA have been concluded, with the
Agreement to come into force at the beginning of 2002.  Bilateral trade
negotiations are ongoing with Poland, Czech Republic, Slovak Republic,
Bulgaria, Romania, FRY and Turkey.  On 27th June 2001, in the framework
of the Stability Pact, a memorandum of understanding was signed to
liberalise trade and lower tariff barriers.  It provides for the establishment of
a network of bilateral FTA for South East Europe by the end of 2002, and
the liberalising of at least 90% of trade among the parties within a
transitional period of six years.

Croatia benefits from very advantageous trade preferences unilaterally
granted by the EC in December 2000.  It currently has duty-free access
without any quantitative restrictions for its exports to the Community of all
industrial products, all processed agricultural products and agricultural
products with the exception of baby beef and wine, which are subject to
quota, and bovine meat, which is excluded from preferential treatment.
Fisheries products are also granted important preferences.

The Interim Agreement, putting into force the trade provisions of the SAA,
will give this trade regime contractual status and will improve it by improved
concessions for fisheries products.  The final objective of the trade
provisions is the creation of a free trade area over a six-year transitional
period.  To achieve this Croatia has agreed to gradually dismantle its tariff
barriers to EC exports, with the elimination of duty for textile and steel
exports by 1st January 2006 and of all other industrial products by 1st January
2007.

In terms of Croatia’s external trade performance, the loss of international
competitiveness in 1997 led to a significant reduction of exports (by 7.4%).
Imports continued to grow at an annual rate of 14.5%, leading to a quickly
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widening current account deficit of 11.6% of GDP in 1997 compared to
5.8% in 1996.  However by 2000 the deficit had fallen to 2.1% it is expected
to be 3.5-3.7% in 2001.

The deterioration in the current account deficit between 1996 and 1997 was
paralleled by a sharp increase of the external debt from 23% of GDP to 32%.
This trend continued until by the end of 2000 foreign debt� had reached a
record level of more than 50% of GDP.  At these levels, debt service will
exert an increasing strain on foreign currency reserves and on the budget as
well as on the economy.

����� &DSDFLW\�IRU�(XURSHDQ�,QWHJUDWLRQ

The Croatian Government has demonstrated a clear capacity to engage at a
political level with the European Union and its member states.  During
negotiations on the SAA the Government showed that it was capable of
undertaking political commitments in a wide range of areas, and it has
undertaken to produce a plan for implementation of the SAA.  However, full
implementation and enforcement of the obligations undertaken, and of other
necessary political and economic reforms that are part of the Government’s
programme, might be problematic.  There are broadly two reasons for this
risk.

Firstly, there is insufficient co-ordination and supervision at a central level to
ensure that relevant ministries develop and carry through their work
programmes in line with the Government’s reform agenda.  In addition a
lack of political leadership where ministries have a number of different
major responsibilities can make it difficult for them to identify key
objectives.  A linked concern is the degree to which the Government is able
to prioritise, and then distribute human and financial resources accordingly,
between its different objectives.  For example, there was no agreement on
preliminary work on a so-called strategy for Croatia in the 21st century.  It is
worth noting that this lack of co-ordination might also make it difficult for
the Government to collect information on the extent to which progress in the
reforms has been made.

Secondly, the level of technical and administrative capacity is not sufficient.
There are a number of elements to this:  (i) The public sector is not an
attractive employer for those who could also find work in the private sector;
(ii) Staffing levels in different ministries do not always reflect priority
reform areas;  (iii) Technical skill levels are in some cases inadequate
because recruitment to the civil service in the past has sometimes been on
political rather than professional grounds; (iv) The nature of the job of a civil
servant has changed substantially in recent years, overtaking the skills of
longer-serving employees.

Another indicator of Croatia’s capacity for European integration is the
situation in the field of justice and home affairs, in particular the judiciary,
where there are causes for concern relating to its organisation and
functioning.  Concretely, the situation has not changed substantially since the
new Government took power in 2000.  The main issues identified for the
judiciary are the large backlog of cases, currently 1.2 million (although the
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growth of the backlog has been stopped), particularly in the larger courts and
for certain types of cases, and the poor quality of decisions.  The weaknesses
in the system are: (i) the inexperience and lack of proper training of existing
judges and prosecutors; (ii) the inefficiency of the court structures in carrying
out judicial work; (iii) flaws in the procedural codes; (iv) that the judiciary in
Croatia has a number of responsibilities which are normally administrative
rather than judicial decisions.

The poor performance by the judiciary leads to a widespread lack of
confidence in the legal system.  This undermines the democratisation
process, since people hesitate to bring cases to court.  In addition, the
difficulty of accessing justice, for example for victims of discrimination or
domestic violence, remains an issue.  The lack of certainty of legal
procedures and the delays also impact negatively on the business
environment and thereby inhibit private sector development and in particular
foreign investment.  A comprehensive reform of the judiciary, together with
transitional solutions for the short-term management of the situation, is
therefore a pre-requisite for European integration.

The progressive normalisation of the situation in the region has led to an
increase in irregular migratory movements and Croatia has, mainly due to its
geographical location, become a transit country for migration directed
toward the EU.  Croatian figures indicate a steady increase since 1996, with
some 24,000 apprehensions of illegal entries recorded in 2000.  Around 66%
of this migration comes via BiH and 28% via FRY.  Croatia is taking action
and is involved in regional co-operation inter alia. within the framework of
the Stability Pact.  However, relevant national legislation is not in line with
European standards and implementation capacity relating to asylum
processing and migration management is low.  In order for Croatia to play its
part in what is becoming an increasingly important strand of European
integration, the country will need make considerable efforts over the coming
years.

����� 6XVWDLQDELOLW\�RI�FXUUHQW�SROLFLHV

The current Government is made up of a five-party coalition, meaning that
decision-making is complex and in certain cases difficult because of the need
to gain a broad consensus of support to make strategic choices and pursue a
proper reform process.  This has made strategic planning and related action
more difficult.  There is also a risk that while all coalition partners accept
and endorse the eventual goals of reform and European integration, their
different interests might threaten the adoption of the more painful reforms
that are necessary to achieve these goals.

The focus so far of the post-nationalist Government has been on its foreign
policy agenda, building relations and reversing Croatia’s political isolation.
There is a perceived lack of delivery on domestic policies, both social and
economic.  Apart from decision-making, the major reason for this is the lack
of capacity of the public administration.  It has not fully adjusted to the post-
socialist, post-nationalist situation and is inefficiently resourced and
insufficiently professional.  Corruption is also an issue, partly stemming
from the over-politicisation of the public service in the past, which has not
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yet been fully addressed.  This weakness in capacity to deliver could be a
serious threat to delivering on the policy agenda adopted.

The social situation can be described as reasonably stable.  The incidence of
poverty is not high, compared with other countries in the region, though it is
concentrated in the elderly and the ethnic minorities and is apparently on the
increase.  The problem of unemployment is serious both because of its effect
on income and social transfers, and because of the brake it puts on economic
development.   In addition, a feeling of dissatisfaction or disappointment
with the unemployment and social situation may lead to political dis-
affectation.

����� 0HGLXP�WHUP�FKDOOHQJHV

The first building block of social, economic and democratic development in
Croatia is the resolution of the effects of the conflicts in the 1990s, which
continue to significantly affect Croatian society.  There are still internally
displaced people and refugees, and policies on return and integration, and on
the normalisation of inter-ethnic relations, will remain at the forefront of the
Government’s agenda for a number of years.  Ethnic divisions are still
strong, and discriminatory practices an issue, particularly at the local level,
meaning that the potential for social conflict still exists.  One of the main
problems in return areas is the lack of economic opportunity, an issue that
must be addressed if return is to be sustainable.

The performance of the economy, although improving, is still weak in
certain sectors and excessively reliant on domestic firms.  The de-
industrialisation of the economy is still having a significant impact on
economic development.  Progress in a number of structural reforms is
necessary, including the successful completion of the privatisation process,
and the improvement of both corporate governance and the management of
the state portfolio.  Private sector development, in particular the
encouragement of foreign direct investment, must be a priority to broaden
the economic base of the country.  The growth of new businesses is also
important in the fight against unemployment, which is a major medium-term
challenge for the Government.  In terms of economic development, but also
more generally, the question of sustainable development and environmental
protection needs to be addressed.

Consolidation of democracy requires reform of the judiciary.  The current
legal framework cannot be effectively implemented or enforced because the
judiciary does not operate efficiently.  These shortcomings affect not only
law and order but also the effective functioning of a competitive market
economy.  Organised crime is growing, as is the illegal movement of goods
and people transiting to the EU through Croatia.  The modernisation of the
police service to address this, as well as domestic and more general law and
order issues, will be a key objective.

Long-term stabilisation requires improvements in all parts of the public
sector.  For the public administration this means a more efficient as well as
smaller state administration.  A reduction in the size of the public sector
would encourage private sector development and reduce public expenditures.
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The system of public finance must be addressed, in particular the pension
system.

Finally, and crucially, an over-arching challenge for the Government in the
medium-term will be the implementation of the Stability and Association
Agreement, and the Interim Agreement.  Under the terms of these
agreements, Croatia has accepted a number of obligations that require
legislative changes and effective implementation of these changes.  These
are most notably related to trade and investment and the internal market.
The development of a clear strategy, and the creation of appropriate
mechanisms for co-ordination of the numerous measures that will need to be
adopted, will in itself be a significant challenge, as will their implementation,
requiring strengthened administrative and institutional capacity.

��� 29(59,(:�2)�3$67�$1'�21*2,1*�&2�23(5$7,21

����� (&�FR�RSHUDWLRQ�SDVW�DQG�SUHVHQW

The financial support from the European Commission to Croatia has been
appropriate to each of the three different periods of the country’s history over
the last decade: i.e. first, a military conflict with all the characteristics of an
emergency situation; secondly, a post-conflict environment where the
priorities were reconstruction and the consolidation of democracy; and,
thirdly, a stabilisation phase where the objectives have become integration
and association into the international institutions of Western Europe,
building up a modern state according to European democratic standards  and
reinforcing the rule of law, economic development and social justice.

Concretely, therefore, from 1991 to 2000 the EC provided a total of ¼���
million in assistance to Croatia.  In the difficult period of war and transition,
from 1991-1995, the EC mobilised ¼����PLOOLRQ�IRU�KXPDQLWDULDQ�DQG�UHOLHI
assistance.  Subsequently, in the period 1996-2000, assistance was focused
on reconstruction and the return and integration of refugees and internally
displaced persons.  Support was also given for democratisation, the
independent media and de-mining.  The mechanism for support to human
rights and democracy has been the European Initiative for Democracy and
Human Rights, from which Croatia received ¼��������WKURXJK�JUDQWV�JLYHQ
mainly to local NGOs.  A summary table of all the assistance given is in
annex 2.

The national programme for 2001 (outline in annex 3) dedicated the largest
single component (¼����� PLOOLRQ�� WR� UHIXJHH� UHWXUQ�� LQFOXGLQJ� VRPH
economic revitalisation activities.  Other key foci for support reflect the
obligations of the SAA and the reforms that Croatia must undertake in its
move towards European integration.  ¼�����PLOOLRQ�LV� WKHUHIRUH�DOORFDWHG�WR
justice and home affairs, customs and public administration reform.  The
other priority is economic development.

The EIB began operating in Croatia early 2001.  By the end of the year it will
have approved projects for a total of ¼����PLOOLRQ�LQ�WKH�ILQDQFLDO��HOHFWULFLW\�
roads and railways sectors.  The electricity project is a loan for the
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rehabilitation of the Ernestinovo transformer station, together with EBRD,
and is being complemented by technical assistance under the CARDS 2001
programme.  In 2002 and 2003 the EIB plans to pursue, in conjunction with
the World Bank and EBRD, the financing of infrastructure projects of
airports, seaports and waste water treatment.

����� $VVHVVPHQW�RI�SDVW�(&�DVVLVWDQFH

The major assistance to Croatia from the beginning of the 1990’s until early
2000 was humanitarian. The humanitarian operation was largely carried out
by ECHO, in partnership with international organisations and NGOs.  A
phased exit strategy was set up from 1996, combining the progressive
reduction of beneficiaries with a better targeting of the actions in terms of
geographical areas and categories of vulnerable people.  It was performed
smoothly, and the goal of a non-abrupt phase-out was accomplished.

From 1996 assistance has been focused on the return of refugees, mainly
through reconstruction of houses and related infrastructure, with an
economic development component being added in the 1998 programme.
The refugee return programmes have been implemented on a regional basis
by an EU non-governmental organisation (NGO), with UNDP for the
economic development elements.  The close co-operation with central
government and local authorities has contributed to the effective delivery of
the reconstruction assistance in a focused way in identified municipalities
and regions.  The reconstruction programme, including the 2000 budget, will
have paid for approximately 3000 dwellings to be reconstructed.  This allows
the same number of families to return to their homes, with other “indirect”
returns becoming possible as housing units occupied by those families are
freed. There have been no major delays in delivery, with resources from the
2000 programme being disbursed in 2001.  Lessons learned during earlier
phases of implementation have been taken into account in the evolution of
the refugee return programme.  Key ones have been: that resources should
not be thinly dispersed geographically but should attain a critical mass; that
the goal of economic development in return areas needs to be met by specific
support; that strengthening of local planning capacity should be supported.

During 2001, the Commission financed two schemes of micro-projects
implemented mainly by local NGOs:  a strand of the European Initiative for
Democracy and Human Rights (EIDHR) and the Small Scale Operations
scheme (SSO).   The objectives of the projects supported (some 30 in total)
were in general terms to strengthen the capacity of civil society to deal with
issues related to the sustainable return of refugees, conflict resolution, peace
building, protection of human and minority rights, participation of citizens in
the decision making process, gender issues and sustainable economic
development and market oriented initiatives.  Problems have been
encountered with weak professional standards in reporting by the NGOs,
which has made monitoring of project implementation difficult.  However,
certain NGOs and semi-public institutions have performed extremely well
and some of the initiatives funded, because of their impact and relevance,
would be worthy of follow-up finance.
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The outputs of the technical assistance package of ¼��PLOOLRQ� IRU� VHOHFWHG
ministries and public institutions programmed under OBNOVA 2000 have
contributed to the programming within this strategy. In terms of
implementation, lessons have been learned concerning the scheduling and
length of visits of consultants to the country, their interaction with the
Commission as well as the beneficiary, the importance of experts working as
a cohesive team and the importance of understanding the background
political and social situation.

����� (8�0HPEHU�6WDWHV

Eleven Member States are engaged in co-operation activities in Croatia.  The
current situation is very heterogeneous as far as the fields and size of
Member States interventions are concerned.  Despite the dispersion of funds
in various sectors, general objectives are largely shared by all Member
States, with the two basic pillars of their co-operation in Croatia being the
strengthening of democratisation and the rule of law, and the development of
a market economy that is socially and environmentally sustainable.  The
major member state donors in Croatia are Germany, the Netherlands, the
United Kingdom, Italy, Sweden and Austria.  (See table in annex 4).

There is currently a shift towards allocating more funds to modernising the
state and increasing its capacity, rather than traditional areas of support such
as democracy and the rule of law.  The issue of European integration is more
and more relevant to Member States, each of whom makes a contribution
according to their experience in Croatia or other transition countries.

����� 2WKHU�GRQRUV¶�SURJUDPPHV

:RUOG�%DQN

As of September 2001, the World Bank Group had committed a total of
US$930 million for 26 projects.  Its focus for assistance had shifted from
post-war reconstruction to capital market development, reforms of enterprise
and financial sector, health, agriculture and forestry.  The World Bank plays
an important advisory role to the Government, by providing policy advice
and technical assistance.  The Bank has committed 56% of its portfolio to
infrastructure development, 31% to the finance and enterprise sector, 6% to
agriculture and forestry and the remaining 7% to health.  A Structural
Adjustment Loan for $200 million will be signed with the Government early
in 2002, along with an $80 million Enterprise and Financial Adjustment
Loan.  The International Finance Corporation (IFC) concentrated its
activities in the banking and manufacturing sectors.

,0)

Croatia, a member of the IMF since December 1992, has benefited from the
IMF’s technical assistance in key monetary, fiscal and public administration
areas.  In 1999 negotiations on a stand-by arrangement failed because of
conflicting views on the government’s wage policy and enterprise
privatisation.  Under the new Government, negotiations on a stand-by credit
resumed in March 2000 and resulted in the agreement of a 14-month stand
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by credit for SDR 200 million.  According to IMF sources in Croatia the
programme seemed to be on track for the first quarter of 2001 as regards the
relevant economic indicators in the Croatian economy and the quantitative
performance criteria laid down in the SBA.  This should facilitate the
enhancement of Croatia’s credit rating.  The programme will be subject to
review, with the first completed on 5th November 2001.

(%5'

By September 2001 the EBRD had made a cumulative commitment of ¼���
million in Croatia, of which the majority are classified as private sector
operations. Approximately one third of the bank’s commitments (in financial
terms) have been in the financial sector, concentrating on equity investments
and long-term credit lines to local banks for on-lending purposes.  Nearly
half of the commitments in value terms concern the infrastructure sector,
with the remainder going to investments in the corporate sector.

The EBRD country strategy for Croatia approved by the Board in October
2000, gives priority to: first, infrastructure, municipal and environmental
projects with a regional dimension; second, corporate sector investments,
and; third, financing activities in non-banking institutions and SME delivery
channels.

&(%

The Council of Europe Development Bank is involved in financing two
projects in the health  sector (¼���PLOOLRQ���WZR�LQ�WKH��HGXFDWLRQ�VHFWRU��¼��
million), one on reconstruction for refugee return (¼���PLOOLRQ���RQH�SURMHFW
for  SME development (¼��PLOOLRQ��DQG�RQH�SURMHFW�RQ�FXOWXUDO�KHULWDJH�IRU
¼����PLOOLRQ�

86$,'

USAID’s focus in Croatia began with humanitarian assistance, and moved
onto return and reintegration of war-affected populations and strengthening
of political processes and civil society.  From 1997 until 2000 assistance was
almost exclusively to local governments, political parties, labour unions,
media and NGOs.  The four strategic objectives of assistance for the current
five-year strategy are economic growth, reintegration of war-affected
populations, civil society and governance, and social reform programmes.

��� 7+(�(&�5(63216(�675$7(*<

����� 3ULQFLSOHV�DQG�REMHFWLYHV�IRU�FR�RSHUDWLRQ

This response strategy is based on an analysis of the political, economic and
social situation in Croatia, and on an assessment of how the Community can
best contribute to the long-term goal of Croatia’s integration in the European
mainstream, given the EC’s comparative advantages as a donor and the
resource available.

The main objectives of the assistance are:
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• to embed political and democratic stability, enhance good governance and
consolidate the rule of law;

• to contribute to a sustainable growth in economic activity and a reduction
in unemployment, particularly in war-affected areas;

• to assist Croatia in fulfilling the obligations, and taking advantage of the
opportunities, of the SAA.

The EC Response Strategy serves not only the direct policy goals of the SAP
as required by the CARDS regulation but also two critical objectives
underpinning EC support, namely conflict prevention and poverty reduction.
The Stabilisation and Association Process is a regional conflict prevention
strategy and the EC Response Strategy will address fundamental weaknesses
and tensions which may contribute to, or trigger, conflict within the country
and the region. In addition, the SAP is designed to contribute to the
stabilisation of the countries of the region and their economies. Sustainable
economic development is central to the SAP.  All of the measures supported
will contribute directly or indirectly to this goal.  It is only through
sustainable development that poverty reduction can be effectively addressed.
This is an approach which is shared with the World Bank.

For a number of the programmes identified in the strategy, the reforms
undertaken will impact on other areas.  These links are brought out for each
of the programmes concerned, in the multi-annual indicative programme, to
demonstrate the “multiplier” effect of the actions that will be supported.
One specific issue which will impact on the entire programme is the
environment.  It has been identified as a separate priority in order to dedicate
resources to it, but as it has cross-cutting importance it will be considered in
the implementation of each of the programmes selected.

����� 3ULRULWLHV�IRU�FR�RSHUDWLRQ

������� 'HPRFUDWLF�VWDELOLVDWLRQ

5HWXUQ�RI�UHIXJHHV�DQG�LQWHUQDOO\�GLVSODFHG�SHUVRQV

Given the importance of refugee return for Croatia and the region, and EU
policy on this issue in the context of the peace accords, one of the major
priorities for CARDS support will be the sustainable return and reintegration
of refugees and internally displaced persons.  In the light of experience
elsewhere in the region, and consistent with the Stability Pact regional return
initiative’s Agenda for Regional Action (AREA), the priority for support will
move from the reconstruction of houses which has been financed in the past
towards encouraging and supporting the return of refugees in other ways.
The main thrust of this will be to contribute to sustainable economic
development in return areas, since without economic opportunities in these
areas people are not willing or able to return.  The objective of the assistance
will be to support locally led economic development.  Locally articulated
development plans will provide the basis for support to small-scale
infrastructure at the local municipal level that is directly related to economic
development, and for support to entrepreneurs and potential entrepreneurs.
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This specific support to economic development in return areas will be
complemented by the support to be given to removing obstacles to
investment in these areas under the programme to improve the investment
climate.

Complementary support to economic development in return areas will
address the democratic stabilisation aspect of return.  The first objective of
this will be to increase the confidence of those who are considering
returning, or who have returned, and to support the local integration of
minority ethnic populations.  The other key objective will be to improve the
functioning of existing governmental structures and procedures, principally
at the local but also at the national level, to ensure that legislation governing
and affecting return is fully and appropriately applied, so that all those who
wish to return can do so.

&LYLO�6RFLHW\

A well-developed and vocal civil society is a key requirement if Croatia is to
become a modern democratic society.  Civil society holds such a key
position for a number of reasons.  Firstly it plays a role in monitoring
government activities and possible abuses of power.  Secondly it provides a
source of grassroots initiatives which can lead to new social practices and
legislation.  The situation in Croatia is not yet as mature as in longer-
established democracies.  CARDS assistance over the period covered by this
strategy will therefore have as an objective to support the two aspects of civil
society activity identified.  That is, first, to increase the capacity of civil
society to contribute to the process of democratisation, to the establishment
of the rule of law, and to the respect of human rights and the protection of
minorities.  Second, to enhance the ability of non-governmental
organisations to provide services in areas where such a provision represents
an added value and where the state fails or is unable to deliver.  This second
aspect, initiated by the Government Office for NGOs, and in which they will
be fully involved, is particularly relevant in Croatia since the decentralisation
of responsibilities from central to local government has started with the
delivery of education, health and social services.  Municipalities are for the
first time required to deliver such services, yet may not have the capacity to
do so.  The opportunity to strengthen NGOs, as well as encouraging
partnerships with local municipalities, will be taken.

������� (FRQRPLF�DQG�6RFLDO�'HYHORSPHQW

High levels of unemployment and low levels of investment are serious
impediments to Croatia’s development.  The lack of economic opportunities
in return areas makes a policy of sustainable return extremely difficult to
implement, and specific support to address this is to be given in the
programme for the return of refugees and displaced persons.  However, the
programmes identified in this economic and social development priority will
also be oriented in particular to return areas, to maximise the economic
development potential of those areas.  The specific support given to return
areas under the democratic stabilisation priority may be extended to other
areas of special state concern over the period covered by this Country
Strategy Paper.
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Croatia became a member of WTO on 30 November 2000.  In this context
its trade policy and relevant legislation has been undergoing extensive
revision which needs to be continued and successfully completed in the
coming years.  However, there are still a number of areas in which Croatia
will need to make further progress to enable it to benefit from the opening of
increased trade possibilities resulting from the Interim Agreement and the
SAA and meeting all its WTO commitments.  The EC’s response will
therefore be to support Croatia in this, concentrating on helping it benefit to
the maximum from the trade liberalisation, and on assisting in the adoption
of the obligations resulting from the SAA and Interim Agreement.  The focus
will be on agricultural (including processed agricultural products), as well as
industrial, standards.  Another key area where Community assistance will be
directed is the field of consumer protection, in terms of Croatia’s
undertakings under the SAA.

,QYHVWPHQW�&OLPDWH

The major issue constraining private sector development is the enabling
environment, that is the legal, organisational and information framework for
business.  This enabling environment affects both Foreign Direct Investment
(FDI), which has been identified by the Government as a key part of their
development policy, and domestic investment.  The Community response
will be to target a limited number of major identified impediments.  Perhaps
the most significant example, both in terms of its impact on the business
environment and in terms of the size of the task is reform of land cadastre
and property registers.  Other barriers to private sector development of an
administrative nature will also be addressed.  An important part of
establishing the right investment climate, where the Community has an
advantage as a donor and should therefore concentrate its efforts, is in
assisting Croatia align its legislation with the acquis in trade-related and key
internal market areas.  The particular needs and problems of war-affected
areas will be taken into account, and those areas given priority, under this
programme.

6RFLDO�&RKHVLRQ

A coherent approach to social cohesion requires government to develop and
implement social policies to reduce income poverty and social inequality.
Vulnerable populations, minorities and people with disabilities need to be
assured of access to health care, social services, and employment and
education opportunities.  Since social cohesion concerns all members of
society, government must aim to promote society’s active participation in
decision-making, to restore and encourage civic and social ties, and to
develop sound relationships between the state, the market,  and civil society.

Within this wider policy framework, the analysis has highlighted that
unemployment is a serious problem in Croatia and that the risk of
unemployment is closely linked to a lack of education and training, as well
as to the restructuring of the economy.  The three elements of the
Community strategy to respond to these problems and to contribute to  social



27

cohesion in Croatia are vocational education and training, labour market
restructuring and higher education.  The vocational education and training
system is not sufficiently focused on the needs of the labour market, and
there appears to be a close correlation between a lack of education and
unemployment.  A review of the education and vocational education training
systems, and upgrading of the skills of the labour force, should therefore be
part of a response strategy which aims to address the problem of
unemployment.  The objective will be to assist in developing a skilled and
flexible workforce in Croatia.  The second element of the response strategy
on social cohesion will be related to the development of an employment
policy which seeks to address structural changes resulting from the opening
up of the economy and to promote the socio-economic reintegration of the
unemployed.  The third and final element of the social cohesion programme
of the response strategy will be higher education.  The objectives will be to
contribute to improving the standards in higher education, and to increasing
the mobility of students and workers through more standardisation of higher
education qualifications with those elsewhere in Europe.

������� -XVWLFH�DQG�+RPH�$IIDLUV

0RGHUQLVDWLRQ�RI�-XVWLFH

The major challenge in the area of justice is how to improve the functioning
of the judiciary system.  There are two elements to this, which will form the
two strands of the EC response strategy in the justice sector.  The first
element is the professional capacity of the judiciary.  This needs to be
enhanced, taking account of the fact that the role of the judiciary in a modern
democracy is evolving and that therefore continuous training will be
particularly important.  The second element is the functioning of courts,
where the objective is to improve the way in which they are run, in particular
in terms of case management.  This will address civil, administrative and
penal procedures.  In both of these strands, priority will be given to
commercial law, in recognition of the crosscutting importance that this has
for trade and private sector development.  Reduction of the potential for
fraud and corruption will be a horizontal priority in this area, as it is for
public administration reform.

3ROLFLQJ�DQG�2UJDQLVHG�&ULPH

The role of the police is changing in Croatia as a result of the new
democratic status of the country, as well as because of the evolving nature of
society and crime.  To ensure that police officers work effectively and with
due regard to the rule of law and other fundamental rights – an essential step
in the democratisation process of the country - the organisation of police
service, as well as its human resource development, needs to be addressed.

Organised crime may not yet be at the levels of other countries of the region,
but the overall trend seems to be upward.  In addition, in South Eastern
Europe as elsewhere in the world, crime is increasingly organising itself
across national borders, taking advantage of an emerging trans-border
movement of goods, capital, services and persons.  Because of the effects of
this on the stability of the country, and because of the regional impact of
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organised crime, preventing and combating organised crime will be another
priority area for EC assistance.  Attention will be given to creating an
appropriate legal framework and strengthening the investigative and
prosecution capacities of the dedicated services in combating both organised
crime - including preventing and combating drugs abuse, trafficking of
human beings and money laundering - and corruption.  A response to the
problem of organised crime must involve co-operation between law
enforcement agencies in countries across Europe, a principle which will
underlie particularly actions related to organised crime but also all of the
institution-building in policing.

,QWHJUDWHG�%RUGHU�0DQDJHPHQW

Border management problems in Croatia are inter-linked and only a
comprehensive solution addressing the various problems can increase their
efficiency and effectiveness.  For this reason, an overall integrated border
management approach is proposed that strengthens controls at the border and
facilitates trade across the border.  The focus will be on horizontal measures
such as developing integrated information and communication systems, and
institutional capacity building at the central level.  In recognition of the
increased irregular migratory flows, and to enhance the movement of people,
a comprehensive approach will include also the development of asylum
systems and migration management according to European standards.  There
is also a need to upgrade the capacity and facilities at individual main border
crossing points.  Such border crossing points will be identified in co-
operation with Slovenia, Hungary, FRY and Bosnia and Herzegovina, and
following the findings of the JHA assessment missions undertaken through
the Regional CARDS programmes.

• The measures taken will focus on facilitating the movement of people and
goods as well as reducing illegal movements, the latter in view of
Croatia’s position at the end of the northern Balkan route.  Support will
be given to horizontal issues as well as to the identified border-crossing
points.  Enhanced border control will involve not only strengthening
capacities and infrastructure of border police agencies and promoting
inter-agency co-operation with migration and asylum services and
customs, but also actions on border demarcation and regional crime
fighting.

• Facilitating trade will involve strengthening the policy-implementation
and operational capacity of institutions such as the Customs
administration and veterinary and phytosanitary services, including
enhanced procedures and co-operation mechanisms.  These institution
building measures will be supported by investments in modernising the
infrastructure for management along the borders and improving the border
management capacity within the country (e.g. multi-agency information
systems).  This represents a multidimensional approach to border
management rather than a linear one.

������� $GPLQLVWUDWLYH�&DSDFLW\�%XLOGLQJ

3XEOLF�$GPLQLVWUDWLRQ�5HIRUP
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The operation and functioning of the public administration is problematic,
while the policy-making capacity of the central public administration also
remains weak.  Public administration reform is an integral part of the
Stabilisation and Association Process, since administrative capacity must be
sufficient to develop and implement new legislation and policies.  The EC
priority will be to assist the Government in its planning and implementation
of the reform of the public administration, both at the central and the local
level, to develop a modern and professional public service.  The major focus
of this programme will be the enhancement of the institutional and
administrative capacity of those parts of the public administration involved
in implementing the obligations outlined in the SAA, with a particular
emphasis on legislative, regulatory, organisational, and human resource
issues.  This will include strengthening the policy planning capacity of the
Government in priority sectors identified by the SAA, including inter-
institutional co-operation mechanisms.  The policy areas selected are public
finance, the environment, justice and home affairs, agriculture and
competition, complemented by assistance to inter-ministerial co-operation
structures.  Anti-corruption and anti-fraud measures will be an element of
each CARDS project under this public administration programme.

1DWLRQDO��5HJLRQDO�DQG�/RFDO�'HYHORSPHQW

Administrative capacity building at the regional and local level is crucial for
two main reasons: (i) the ongoing process of decentralisation from the
national to the local level;  (ii) the development and implementation of a
regional policy.  The Community interest is to enhance the capacity of all
levels of public administration.  In terms of decentralisation, local and
regional structures must be capable of delivering the services for which they
are responsible, and a key component of this Community response strategy
will be to assist them in this process.  Turning to regional policy
development, the development and implementation of a national strategy for
regional and local development will also demand increased capacity at
regional and local levels.  The Community will therefore intervene to help
the Government in its policy and legislative development, including the
territorial definitions of regions in line with the SAA, and to define and
establish or reinforce the institutional structures necessary to support a
comprehensive regional and local policy.  This will focus specifically on the
development of regional and local capacity to plan and manage (economic)
development at those levels.

3XEOLF�)LQDQFH

In the field of public finance a key priority is the alignment of internal and
external audit, and financial control, with EC standards.  This is particularly
important in terms of the Government policy of decentralisation, since this
cannot be effective without the control systems being introduced or
amended.  The second part of the programme will help the Government to
improve its debt management capacity, to ensure that the risk profile of the
portfolio remains within the cost and risk guideline set out in the national
budget.  The final element of the public finance programme will be support
to the customs administration, to help it to develop into a modern and
efficient service that improves compliance with the law.  This will
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complement the specific assistance to customs in the framework of
integrated border management.

������� (QYLURQPHQW�DQG�1DWXUDO�5HVRXUFHV

The environment and sustainable development are cross-cutting themes that
affect almost all areas of Government policy, and therefore the reforms that
it is undertaking.  CARDS support will be focused on improving the
effectiveness of existing legislation and ensuring the full implementation of
future legislation, by building capacity in the administration and in non-
governmental organisations, and by publicity and education, including of the
consumers and the private sector.  Environmental legislation is one of the
major parts of the acquis and significant investments will be required to
bring Croatia into line with environmental requirements.  Particular attention
will be paid to the monitoring of the environment.  In addition, support, in
terms of technical assistance to prepare and undertake investments, to
necessary investments consistent with priorities under the acquis and the
National Environmental Action Plan (NEAP) will be considered.

����� &RKHUHQFH

The CARDS regulation is the main instrument in support of the Stabilisation
and Association Process, and its main purpose is to support participation in
the SAP.  The SAA that Croatia has agreed with the European Community
sets out a large number of specific objectives.  This strategy paper seeks to
assist Croatia in meeting a number of those commitments within the
deadlines that have been agreed.  In these cases, the assistance will not only
be coherent with EU policies, but will seek to implement them in Croatia.

In the case of exceptional financing need, there is the possibility for the
Community to provide macro-financial assistance based on an ad-hoc
Council decision.  This is also stipulated in the SAA (article 108).

The bulk of CARDS support to the countries of the region is being provided
through national programmes.  Experience from PHARE and other
Community programmes has shown that this approach ensures greater levels
of national commitment and ownership, better targeting and impact of
projects, and greater efficiency in implementation.

The national programme will be complemented by a small regional CARDS
programme, amounting to some 10% of the funds available for the region.
This regional programme will intervene in areas where either: (i) the
problem addressed is truly cross-border and requires active regional co-
operation between the SAP governments if it is to be corrected; or, (ii) there
are significant gains to be obtained in terms of efficiency or enhanced impact
by implementing through one regional programme instead of five national
ones.  Concretely, the regional programme will be focused on three
priorities: (a) supporting democratic stabilisation, including minority rights,
media and good governance; (b) building the capacities of state institutions;
and, (c) reinforcing regional infrastructure and environmental development.
These priorities are outlined in greater detail in the CARDS Regional
Strategy Paper.
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The CARDS national programme will ensure as far as possible
complementarity with the INTERREG IIIA programme when priorities of
the CARDS programme have a cross border co-operation nature, i.e.
Integrated Border Management. To this end, close cooperation will be
developed between the country concerned, the CARDS and Interreg
programmes and the concerned EU member states and candidate countries,
including as appropriate the identification of relevant projects in the priority
areas of the Multi-annual Indicative Programme and regular reporting of
progress.

����� &RPSOHPHQWDULW\�ZLWK�(8�0HPEHU�6WDWHV�DQG�RWKHU�GRQRUV

An established mechanism for co-ordination and exchange of information on
assistance programmes exists between the Commission delegation in Zagreb
and the Member State missions to Croatia.  This mechanism enables EU
donors to make decisions avoiding duplication of activity or effort, and
fostering positive complementarity from an early stage of planning.  In terms
of specific action, the Commission has a comparative advantage as a donor
in support for harmonisation with Community law or practice, given its
comprehensive overview of the acquis and EU policies.  The planned
assistance concentrates on those areas, as well as on capacity strengthening
and policy advice in order to support the Croatian authorities in their
ambitious reform efforts.  Member States’ actions are complementary to the
CARDS assistance strategy in helping the Government achieve its objectives
by providing assistance in fields where they have a specific expertise or
interest.  There are also areas, such as private sector and regional
development, where CARDS support will mainly address the institutional
framework and Member States might complement this with operational
support, for example by fostering co-operation between their business
communities, local administrations and civil society.

In terms of other donors, the response strategy is complementary to the
World Bank’s country strategy, particularly given the Bank’s increasing
awareness of the European integration objectives of the Croatian
Government when conceiving sector reform programmes, including the
structural adjustment loan.  There are therefore many possibilities for co-
operation in policy advice and capacity strengthening.  USAID is involved in
the fields of financial sector reform, private sector promotion and judiciary
support.  Effective co-operation on the ground will be needed to co-ordinate
interventions in these sectors.

Given that the strategy does not give support to major infrastructure
investments, but recognises at the same time that such investments can be
important for economic and social development and for regional co-
operation, there will be scope for co-operating with IFIs, notably the EIB and
EBRD.  CARDS assistance would be given for preparation, monitoring and
support of projects identified by those donors which are also consistent with
the response strategy.
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����� 5LVNV�DQG�DVVXPSWLRQV

The social and political situation in Croatia is generally stable.  The main
objective of the current government is European integration, to which goal it
links its reformist agenda.  The level of risk associated with the
implementation of the strategy could therefore be judged overall as low.

However, there are a number of potential risks to the stability of the current
situation which could affect the assistance programming.

The Government plans a number of economic reforms, the most notable
being the restructuring of the economy, restructuring of the public sector,
privatisation, and the reduction in the size of the welfare state.  Such reforms
will be painful and could lead to social strain, in particular given the high
unemployment rate and the vested interests of the various social groups,
ranging from war veterans to pensioners.  Such strain would make it difficult
to maintain the pace of reform, and could be destructive to social cohesion.

The decision to co-operate fully with ICTY is supported by the majority of
the population.  It has however been manipulated by certain social groups,
backed by some political parties, and presented as anti-patriotic. If such
manipulation gains ground and public anxiety grows, there is a risk of
additional pressure on the Government which may destabilise the ruling
coalition and risk re-orienting policy in this field.

Slippages in the reform timetable, whatever the reason for them, would have
wider repercussions.  An important one would be the effect on co-operation
with donors and IFIs, who would have to re-evaluate their programmes with
Croatia.  With less external assistance, the pace of reform would falter
further.

The Government’s financing plan depends on continued borrowing from
international capital markets.  Either because of the markets’ judgements
about the internal political situation in Croatia, notably expressed in a
worsened credit rating (the scenarios outlined above), or because of a wider
economic downturn, the availability of finance may be called into question.
This would have an impact on Croatia’s budget planning and again on the
pace of reform.  In addition, rising external debt and debt service combined
with limited foreign exchange reserves would put pressure on the balance of
payments and curtail economic growth.

Finally, the volatility of the region, remembering recent conflicts and refugee
flows, must be taken into account.  Although there are no immediate ethnic
pressures in Croatia, developments in the region, and in particular in
neighbouring FRY and BiH, cannot be ignored.
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This multi-annual indicative programme sets outs the support which will be given
between 2002 and 2004 to the five priorities, and the twelve programmes which make
up these priorities, identified in the response strategy of the Country Strategy Paper.
These priorities and the programmes within them are:
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����� 5HWXUQ�RI�UHIXJHHV�DQG�LQWHUQDOO\�GLVSODFHG�SHUVRQV

2EMHFWLYHV

½ To encourage the return of refugees and internally displaced persons,
including especially those from minority groups;

½ To increase the sustainability of returns to war-affected areas.

([SHFWHG�UHVXOWV

½ An increase in economic activity in return areas;

½ Increased return  of minority groups and their full integration into
local populations;

½ An increased transparency and fairness in application of the
provisions of the legal framework at national and local level;

½ A less discriminatory access to property by refugees and displaced
persons.

3URJUDPPHV�WR�EH�LPSOHPHQWHG

Two aspects of sustainable return can be identified:  (i) the existence of
economic opportunity in the areas of return, (ii) the efficient and
equitable operation of the return process, and good inter-ethnic relations
in local communities.

To promote economic development in identified return areas, selected
according to objective criteria, CARDS will finance small-scale
infrastructure that is necessary for increased economic activity.  This will
cover rehabilitation and reconstruction of small-scale transport and public
utilities infrastructure, as well as the construction of premises suitable for
entrepreneurs and start-up businesses.  Any de-mining specifically
necessary for these infrastructure works will be carried out.  These
infrastructure investments will only be made where they are integral to
and consistent with a local economic development plan that has been
developed by the relevant local authority.  Such plans are already being
developed on a pilot basis in certain municipalities.  The extension of this
approach will be financed under the national, regional and local
development programme set out below.  Also consistent with such plans,
training will be given to existing and potential entrepreneurs in subjects
such as preparation of business plans, financial management, market
analysis and export development.  This will include training of trainer
programmes in the selected return areas, to ensure sustainability.
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The support to the proper functioning of the return process will focus on
the legal, procedural and integration issues underpinning sustainability of
return, the second aspect of sustainability identified above. Concretely,
measures will: (a) Support continued legal reform where necessary, and
the application of the law effectively and impartially throughout the
administration.  (b) Build capacity in local municipalities and counties as
well as in the central administration as part of ensuring this.  (c) Support
the Government in resolving return-related property issues, such as the
repossession of occupied property, the resolution of lost
occupancy/tenancy rights and the non-discriminatory access to
reconstruction assistance for damaged property. (d) Finally, and centrally,
encourage the integration of minority ethnic groups into local
communities.  Confidence-building measures between different ethnic
groups will be a key part of this.

,QGLFDWRUV�RI�DFKLHYHPHQW

½ The number of potential entrepreneurs assisted to develop, and
existing entrepreneurs assisted to improve, their business skills;

½ Number of new investors locating in return areas;

½ The number of sustainable jobs created;

½ An increased number of refugees, including minority groups, in FRY
and BiH indicating an intention to return to Croatia;

½ An increased number of internally displaced persons, including
minority groups, indicating an intention to return to their homes;

½ A decreased number of returnees choosing to leave;

½ The number of occupied properties returned to property-holders.

&URVV�FXWWLQJ�LVVXHV

The existence of economic opportunity is key in encouraging return and
ensuring its sustainability through successful reintegration of those that
return.  Other support will be given to private sector development in
return areas under the economic and social development priority, in
particular the investment climate and social cohesion programmes.
Return areas will also benefit from the administrative capacity building
priority, in particular the programme related to national, regional and
local development.  Actions supported in those programmes will
prioritise return and war-affected areas.  The civil society programme, in
particular support to democratisation, will also contribute to the better
integration of minorities.

&RQGLWLRQDOLW\

The Government must maintain implementation of its programme for
return, including planned budgetary allocations for the Areas of Special
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State Concern.  Housing Commissions at municipal level need to
function effectively, and legal decisions by the competent authorities
must be enforced.

2WKHU�(&�LQVWUXPHQWV

Assistance under the regional CARDS programme will be given to
measures for refugee return that involve more than one country in the
region, for example in facilitating the Agenda for Regional Action
(AREA) between Croatia, BiH and FRY.  De-mining in Croatia is also
undertaken with other funds from the general budget of the EU,
specifically allocated for actions against anti-personnel landmines.

Several member states have ongoing programmes on democratic
stabilisation.  USAID has a major programme of reconstruction of
municipal infrastructure. One of its strategic objectives in its five-year
strategy is the reintegration of war-affected populations. The Council of
Europe Development Bank also finances reconstruction for refugee
return.1

����� &LYLO�6RFLHW\

2EMHFWLYHV

½ To strengthen the capacity of civil society to contribute to the process
of democratisation;

½ To strengthen the service delivery capacity of NGOs in areas where
the state system fails, or is unable to deliver, certain services to the
most vulnerable groups;

½ To facilitate co-operation between civil servants and NGOs at
national and local level.

([SHFWHG�UHVXOWV

½ A strengthened, more professional, civil society;

½ Increased democratisation, consolidation of the rule of law, fuller
respect for human rights and protection of minorities;

½ Formulation of a law on service delivery by the non-profit sector;

½ Increased delivery of services in social assistance, health and
education.

                                                          
1 Annexes 4 and 5 set out in detail Member State and other donor assistance to Croatia.
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3URJUDPPHV�WR�EH�LPSOHPHQWHG

'HPRFUDWLVDWLRQ�  Further to previous funding experience in this field,
interventions will firstly strengthen the institutional capacity of civil
society organisations operating in the field of democratisation, the
consolidation of the rule of law, the fuller respect of human rights and the
protection of minorities.  The public presence and social impact of civil
society groups will be sustained and enhanced through publications,
training courses, seminars, workshops, the promotion of networks and
alliances, and implementation of specific projects by NGOs.

6HUYLFH�'HOLYHU\:  Support to service delivery by NGOs will be phased
over the three years to reflect the fact that it is an almost entirely new
concept in Croatia.  In the first instance, support will be given to facilitate
the adoption of a law on service delivery by the non-profit sector.  This
support will include encouraging and enabling the participation of NGOs
in the policy making on social welfare.  In parallel with policy and
legislative development, work should begin to increase the capacity: of
local government to administer social, health and education policies; of
national and local civil servants to co-operate with NGOs; and of the
relevant NGOs to manage the projects.  This will be the major emphasis
of this part of the civil society component of the programme.  The
increased capacity of the two partners will enable partnerships to be
established between the public administration and civil society, a process,
which should also be supported through CARDS.  It is intended that there
should be some pump-priming, or pilot, financing of the actual delivery
of services.

,QGLFDWRUV�RI�DFKLHYHPHQW

'HPRFUDWLVDWLRQ�

½ Civil society groups are included in any formal consultation process
related to adoption of policies in Croatia;

½ Establishment of consultative bodies;

½ Number of legal service users, number of cases, number of
complaints filed at the courts by the legal services;

½ The Law on Association includes human rights protection as one of
the purposes of forming an NGO;

½ Racist propaganda is prohibited.

6HUYLFH�GHOLYHU\�

½ Law on service delivery by the non-profit sector is drafted and
enacted;

½ Consultative bodies between the different governmental levels and
civil society for the delivery of services are created;
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½ Number of partnerships formally signed;

½ Number of beneficiaries of the NGO service delivery;

½ Number of new jobs created in the non-profit sector linked to service
delivery.

&RQGLWLRQDOLW\

The latter elements of the phased support to service delivery by the non-
profit sector will be conditional on the law for service delivery being
adopted.  Central, regional and local authorities should show willingness
and capacity to enter into partnerships with civil society and allocate
funds for the delivery of services.

2WKHU�(&�LQVWUXPHQWV

The European Initiative for Democracy and Human Rights will
complement the small-scale support that is envisaged under this civil
society programme.  The CARDS regional programme will support
regional actions for democratic stabilisation.

Several member states have ongoing programmes of democratic
stabilisation. USAID’s strategic objectives for its five-year strategy
include civil society and governance.1

��� (&2120,&�$1'�62&,$/�'(9(/230(17

����� 7UDGH

2EMHFWLYHV

½ The exploitation by Croatia of the increased trade possibilities opened
up by the SAA and interim agreement.

([SHFWHG�UHVXOWV

½ Adoption of key EU harmonised standards for agricultural, processed
agricultural and industrial products;

½ An increased capacity to verify and certify that agricultural, processed
agricultural and industrial products are meeting adopted standards.

3URJUDPPHV�WR�EH�LPSOHPHQWHG

                                                          
1 Annexes 4 and 5 set out in detail Member State and other donor assistance to Croatia.
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Under the CARDS programme for 2001, support has been allocated to
the harmonisation of legislation on standardisation, metrology and units
of measurement, to training and to provision of laboratory equipment.
Further residual support, through technical assistance and equipment, to
the introduction of EU consistent industrial standards will be given
between 2002 and 2004.  The focus of this programme, however, will be
standards for processed agricultural goods.  Agricultural (veterinary and
phytosanitary) standards will also be addressed.  Support will comprise in
all three cases a package of advice, training and equipment to the relevant
state institutions.  Information and training will also be provided for
SMEs operating in sectors covered by the standards adopted.

In line with the SAA provisions relating to consumer protection, the
Commission will co-operate with Croatia in order to align the standards
of consumer protection to those of the Community.  CARDS funding will
be oriented to develop the necessary structures in order to ensure market
surveillance and law enforcement in this field.  Hence projects aiming at
(i) the harmonisation of legislation and the alignment of consumer
protection with that in force in the Community, and (ii) the development
of a policy of active consumer protection through increased information,
the development of independent organisations (e.g. NGOs) and effective
legal protection for consumers, will be supported.

,QGLFDWRUV�RI�DFKLHYHPHQW

½ Exports from Croatia to the EU of agricultural, processed agricultural
and industrial products;

½ Number of EU-compatible standards, technical regulations and
conformity assessment procedures for agricultural, processed
agricultural and industrial products;

½ Number of NGOs active in the field of consumer protection.

&URVV�FXWWLQJ�LVVXHV

A necessary condition for trade development is an efficient and certain
commercial legal system.  This is being addressed through assistance to
modernisation of justice.  Another issue inextricably linked to standards,
in particular, but to the harmonisation of all legislation in line with the
internal market provisions of the interim agreement, is the proper
functioning of the customs service.  This is being addressed through a
dedicated customs programme.

&RQGLWLRQDOLW\

EC support will be conditional on the Government putting prepared
legislation on standards, according to the obligations of the SAA and
Interim Agreement, into the legislative process.  The Law on Consumer
Protection must be enacted.
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����� ,QYHVWPHQW�&OLPDWH

2EMHFWLYHV

½ To make a substantial and focused beginning to the reform of the land
and property system;

½ To improve the legal and institutional framework affecting private
sector development;

½ To improve the trade environment through adoption and
implementation of legislation in line with standards and best practice
in EU Member States.

([SHFWHG�UHVXOWV

½ A removal of barriers and impediments to investment;

½ An increase in domestic and foreign direct investment, in particular in
return areas;

½ Increased capacity of entrepreneurs to develop their businesses.

3URJUDPPHV�WR�EH�LPSOHPHQWHG

Under the programme for return of refugees and internally displaced
persons, specific assistance will be given to return areas, to encourage
economic development.  However, all the actions financed under this
programme to improve the investment climate will also apply to return
areas.  Indeed, those areas will be given priority and their needs taken
into particular consideration (for example in the removal of
administrative barriers).

(QDEOLQJ� HQYLURQPHQW�� � Substantial assistance will be given to the
implementation of the action plan of the State Geodetic Agency and the
Ministry of Justice, developed with the World Bank, to reform the land
cadastre and land and property registry.  This action plan is to be
implemented by four specific sub-programmes, in priority locations
(return areas, towns, the coast, and islands).  CARDS will contribute to
the sub-programme to establish a multi-purpose spatial information
system.  CARDS will also support technical assistance and training
activities required to strengthen the two main institutions involved.  For
the Ministry of Justice this means in particular the land registration
offices at the courts, and for the State Geodetic Administration the
cadastre offices.

Support will be given to the implementation of the Government’s action
plan to address the legal and administrative barriers to investment.  This
will be through technical assistance to assess the best ways of revising
legislation and procedures, in line with law and practice in EU Member



42

States.  Assistance will also be given to publicising change to the
business community.  In addition, set-up support will be given to the
“one-stop-shop” to be established by the Ministry of Economy to give
advice to investors at a national level.

State aid, public procurement, competition and intellectual property are
key legislative areas in restructuring the economy and facilitating trade.
For state aid and public procurement, technical assistance support will be
given for the drafting of acquis compatible legislation.  This will be
followed by advice to establish the most suitable administrative and
institutional structures to ensure effective and efficient implementation of
the legislation.  It will also include information and training for business
to take on board the requirements of the new legislation.  The same
implementation support will be given in the cases of competition and
intellectual property rights, building on assistance given under the
CARDS programme for 2001.

,QGLFDWRUV�RI�DFKLHYHPHQW

½ Number of municipalities with accurate and computerised land and
property records;

½ Average time taken for new businesses to register;

½ Reduced number of administrative requirements for businesses, in
particular new domestic and foreign investors;

½ Number of clients served by one-stop-shop for investors;

½ Degree of compatibility of trade-related legislation to standards in EU
Member States.

&URVV�FXWWLQJ�LVVXHV

The reform and updating of the land cadastre and property registry is
important for a number of sectors in addition to private sector
development.  One of the most important is the return of refugees, to give
certainty over ownership of property, and to facilitate de-mining.
Reforms to the land and property registry are linked with, and will
depend on, wider reforms to the judicial system.

&RQGLWLRQDOLW\

EC support to reform of the land cadastre and land and property registry
is dependent on the Government making the financial contribution to the
project to which it has committed itself.  Support to the “one-stop-shop”
will be conditional on the Government committing itself to long-term
financial support to guarantee its viability.  The Government must review
remaining barriers to investment and take steps to remove or lessen them.
An independent policy-making/supervising public procurement agency
must be established.  The Agency for Market Competition must be given
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the necessary legal instruments and responsibilities to initiate legal
proceedings against unfair market practices.

World Bank, EBRD and Member State programmes for economic
development provide direct support to the private sector and complement
the assistance from CARDS to the investment climate.  The World Bank
Structural Adjustment Loan will address some of the issues relating to
enhancement of the investment climate. 1  Support foreseen under this
programme to the reform of land cadastre and land and property registry
will be delivered through CARDS co-financing of the World Bank’s
project with the Government of Croatia.

����� 6RFLDO�&RKHVLRQ

The social cohesion component of the programme will comprise three
parts, the first relating to vocational education and training (VET), the
second to labour market restructuring and the third to higher education.
In all parts of the programme priority will be given, where possible, to
actions that support the development of return areas.

2EMHFWLYHV

½ To implement, on a nation-wide basis, curriculum and teacher
training reforms in VET in Croatia;

½ To achieve a greater match between the labour market needs and
supply;

½ To promote the reform of higher education in line with practices in
EU Member States.

([SHFWHG�UHVXOWV

9(7�

½ Strengthened local and regional management capacity of VET
system;

½ Improved responsiveness of VET provision to labour market needs.

/DERXU�PDUNHW�

½ Strengthened local, regional and national management capacity of the
Employment Service to respond to structural change;

½ National employment strategy prepared and agreed;

                                                          
1 Annexes 4 and 5 set out in detail Member State and other donor assistance to Croatia.
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½ Data on employment in line with EU standards produced and
disseminated.

+LJKHU�HGXFDWLRQ�

½ Improved university administration and curriculum development and
increased co-operation between Croatian and EU higher education
institutes.

3URJUDPPHV�WR�EH�LPSOHPHQWHG

9(7:  Under the CARDS programme for 2001, support has been
programmed for pilot projects in school management and teacher
training, and for the development of vocational standards and curricula.
This intends to prepare for wider reforms in the vocational education and
training system, in particular because of the imperatives of
decentralisation of education, including vocational education, to local
government.  To assist that process of reform, the intervention over the
period 2002-2004 will focus mainly on further institutional development.
Support will cover: further staff development at the Ministry of
Education and Sports; the establishment of a VET research institute and
regional VET councils; the development and installation of an education
management information system; the establishment of a national system
of vocational qualifications, standards and examinations, including
curriculum development. The private sector will be involved in the
reform process wherever possible.  In addition to institutional
development, CARDS assistance will also be given to vocational training
programmes, in particular in return areas, normally through “train the
trainer” programmes.

/DERXU� PDUNHW�  Building upon the experience of the 2001 CARDS
project on labour market restructuring, the model to be established by the
Croatian Employment Service for addressing staff
deployment/redundancies resulting from restructuring, privatisation and
military demobilisation (so-called “mobility centres”) will be developed
and strengthened.  This approach includes education, training and
financial support for, for example, self-employment and informal sector
activities.  The package of measures to address failures in the labour
market will be reinforced and the results of its application evaluated.
Development of the national employment strategy will also be supported,
using experience of Member States, but reflecting the particular situation
of the labour market in Croatia.  To support and enable development of
the strategy, limited technical assistance and training will be given to
improve specific employment statistics and in particular a revision of the
Labour Force Survey.

+LJKHU� HGXFDWLRQ�  Continued financial support will be given to the
TEMPUS programme of higher educational reform covering Joint
European Projects, individual mobility grants and institution building.
Assistance will also be given, to the extent that it is not covered by
TEMPUS, to develop Croatia’s degree system in line with common EU
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practice, to introduce the European Credit Transfer System (ECTS), to
promote the Diploma Supplement, to strengthen the European dimension
in accreditation and quality assurance and remove obstacles for the
mobility of students and staff.

,QGLFDWRUV�RI�$FKLHYHPHQW

9(7�

½ Number of staff of Ministry of Education and Science trained;

½ A new VET curriculum is designed, approved and comes into force;

½ A regulation on the new competences assumed by local and regional
administrations relating to VET is approved and comes into effect;

½ A VET research institute, and regional VET councils, are established
and financial resources for their functioning are ensured.

/DERXU�PDUNHW�

½ Training for Employment Services staff is carried out at all different
levels of the administration;

½ Number of mobility centres for pre-layoff assistance set up;

½ Number of people benefiting from a labour redeployment fund;

½ Publication of employment statistics according to EU standards.

+LJKHU�(GXFDWLRQ�

½ Number of exchanges between Croatian and EU higher education
institutes.

½ Number of qualifications aligned with standards in EU Member
States.

&RQGLWLRQDOLW\

The Government must continue with the decentralisation process for
vocational education and training.  Support to the mobility centres is
conditional on the Government making the necessary financial
commitment to their long-term functioning.  The Law on Higher
Education should be enacted, through a consensus between the higher
education authorities and the academic community.

2WKHU�(&�LQVWUXPHQWV

The European Training Foundation (ETF) is available to advise Croatia
in reforming and modernising its vocational education and training and
employment systems.  An ETF observatory exists in Zagreb.
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Several Member States are involved in the education sector.  The World
Bank has supported a pilot project for mobility centres.1

��� -867,&(�$1'�+20(�$))$,56

����� 0RGHUQLVDWLRQ�RI�-XVWLFH

2EMHFWLYHV

-XGLFLDU\�

½ To improve the level of competence of Ministry of Justice staff,
judges, prosecutors and other court personnel;

½ To support the process of adoption and enforcement of EU standards
and legislation in line with the requirements of the SAA, and with EU
Member States’ standards and best practice in judiciary.

&RXUW�UHIRUP�

½ To improve court and case management;

½ To improve the information available to courts (and individual
judges) and prosecutors’ offices (and individual prosecutors).

([SHFWHG�UHVXOWV

-XGLFLDU\�

½ Judicial staff (Ministry of Justice, judges, prosecutors and other court
personnel) more competent in fulfilling their tasks;

½ Improved quality of legislation.

&RXUW�UHIRUP�

½ Improved organisation of both judicial and non-judicial activities in
courts;

½ More effective supervision of judicial work at court level;

½ National information system for statistics, case and document
management in place.

3URJUDPPHV�WR�EH�LPSOHPHQWHG

                                                          
1  Annexes 4 and 5 set out in detail Member State and other donor assistance to Croatia.
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-XGLFLDU\�� � Support to the judiciary and prosecution will be for the
education and training of staff of the Ministry of Justice, judges, state
prosecutors and other auxiliary court personnel.  The intervention will
assist in curricula review and design, and in train-the-trainers
programmes.  Support will also be given to the direct delivery of training
in specific areas on a pilot basis.  The areas to be covered by these
training actions will include: court and case management; familiarisation
with EU Member States’ standards and best practice in justice and home
affairs; new legal areas, such as money laundering, company law,
bankruptcy, IT-crime etc.

A second area of support will be technical assistance to improve the
drafting of laws and regulations in line with EU standards and best
practice.  This technical assistance should cover the drafting of laws, their
monitoring and verification, as well as the co-ordination with Parliament,
Government etc.  The assistance will be given to line ministries in line
with their concrete needs.

&RXUW� UHIRUP�� � There is a lack of communication and mutual
understanding between participants in the judicial process, which is
clearly detrimental to the Croatian court system.  Projects to be
implemented should therefore involve all segments of the judicial
process, including administrative court staff or judges, as far as is
feasible.

Assistance to court reform will cover a number of specific issues, which
need to be addressed in order to improve the operation of the court
system.  These issues can be grouped as:  (i) the distribution of tasks
within the courts; (ii) the distribution of tasks between courts; (iii) the
procedures to be followed throughout the system to ensure optimum
treatment of cases; (iv) the necessary technical support to the system.

,QGLFDWRUV�RI�DFKLHYHPHQW

-XGLFLDU\�

½ Availability of adequate training facilities and course materials and
numbers trained;

½ Positive evaluations from judges, prosecutors and auxiliary court
personnel on training courses.

&RXUW�UHIRUP�   

½ Reduction in the backlog of cases;

½ Lengths of time before cases come to trial.

&URVV�FXWWLQJ�LVVXHV

The reform of the land and property system, and in particular the property
registry, is a key part of legal reform in Croatia.  Substantial support to
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this reform is programmed under private sector development, but should
be co-ordinated with this modernisation of justice programme.  The other
major area of complementarity and coherence is commercial law, since it
has a major impact on trade development and private sector development.
This will therefore be prioritised in support to the judiciary and to court
reform.  Finally, an effective reform of the public administration system
cannot be achieved without an independent and modern judicial system.
Support to the modernisation of justice is therefore key in achieving the
objectives of the administrative capacity building priority. Anti-
corruption and anti-fraud measures will be an obligatory element of each
CARDS project involving public institutions.

&RQGLWLRQDOLW\

The Ministry of Justice must develop a strategy for reform of the
judiciary, including in the shorter term a strategy for the reduction of the
case backlog.

2WKHU�(&�LQVWUXPHQWV

Actions financed under the CARDS regional strategy under Institution
Building will complement this programme on justice.

Member States have been involved bilaterally in legal training.  USAID
has implemented projects in the field of justice reform.1

����� 3ROLFLQJ�DQG�RUJDQLVHG�FULPH

This programme will have two parts: the first addressing policing and the
second addressing organised crime, in particular combating trafficking of
human being and drugs, and money laundering.

2EMHFWLYHV

½ To strengthen the capacity of both the Ministry of Interior and the
National Police to efficiently and effectively deal with policing and
the fight against organised crime;

½ To support Croatia in its steps to adopt the EU Member State
standards and best practices in the field of police co-operation and
training.

([SHFWHG�UHVXOWV

3ROLFLQJ�

                                                          
1 Annexes 4 and 5 set out in detail Member State and other donor assistance to Croatia.
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½ Ministry of Interior reformed in line with the principles of the rule of
law, with concepts of law enforcement appropriate to modern
democracies introduced;

½ Croatian home affairs policy meets the requirements of the SAP;

½ Policing system has moved towards a decentralised, democratic and
publicly accountable one based on the concept of "policing for the
community".

2UJDQLVHG�FULPH�

½ Specialised law enforcement structures for preventing and combating
organised crime and corruption established or reinforced.

3URJUDPPHV�WR�EH�LPSOHPHQWHG

As the basis for other interventions, an analysis of home affairs, policing
and organised crime issues will be carried out.  This will cover four
aspects: a) the legislative and regulatory framework, b) administrative
structures and capacity, c) education and training and d) investment in
key policing information systems, infrastructure and facilities.  An
inventory of bilateral, non-operational, police co-operation and training
projects between the EU Member States and Croatia will be done to
avoid duplication and to identify any omissions.

3ROLFLQJ�� �The major intervention of the programme will be to assist in
redesigning police training system (or process).  This will be delivered
through assistance to curricula development, training of trainers and pilot
training courses, and will have two foci.  The first focus will be
professional policing capacity.  In addition to more traditional police
skills CARDS assistance will be given to training for tasks, skills and
issues related to: (a)  new approaches to policing (community policing,
problem oriented policing etc.); (b)  police management, accountability
and policing ethics;  (c)  intelligence-led policing, including information
technology;  (d)  inter-agency co-operation (procedures for co-operation,
different modes of operation and related sensitivity);  (e)  problem-
solving, conflict resolution and negotiation; (f)  prevention of criminality
and methods of technical criminal investigation.

The second focus will be to make police officers familiar with EU
Member States standards and best practices in relevant fields, in
particular related to SAA obligations.  This will mean in particular the
free movement of goods but also police co-operation.

Assistance will also be given to the Ministry of Interior and the national
police service to introduce new regulations, standards, techniques and
practices.  This will focus in particular on the following areas: (i)  A
system of accountability to ensure that the rule of law is maintained and
that democracy is “practised daily”.  (ii)  The inspection and audit
process, to ensure that state bodies maintain human rights and discourage
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corruption by vigorous enforcement.  (iii)  A system of intelligence
analysis in operational investigations and intelligence operational
training.  Underlying all interventions will be the need for police co-
operation between law enforcement officers from Croatia and the EU
Member States, and candidate and SAP countries.

2UJDQLVHG�FULPH���There will be a number of co-ordinated interventions
to assist the combating of organised crime (in particular trafficking in
human beings, drugs trafficking and money laundering).  (a) Surveillance
training;  (b)  Support to develop intelligence analysis and intelligence
operations; (c)  Programmes on witness protection, and on informants
and undercover operations. (d) New practices in criminal procedures and
criminal codes.

Illegal migration via the Balkan route is an increasing problem for
Croatia and the European Union.  CARDS support will therefore focus
on the development of adequate, well co-ordinated and efficient
administrative structures to develop and implement policies for managing
illegal migratory flows.  Croatia will also be assisted in strengthening the
institutions and administrative and operational arrangements which
ensure the implementation of measures to prevent and combat trafficking
in human beings, in particular trafficking of women and children.

In specific relation to drugs abuse and illicit drugs trafficking, support
will be given to the production of a national strategy to combat drug
abuse and illicit traffic of drugs and pre-cursors, which will be
complemented by subsequent sector strategies and action plans in line
with standards and best practices in EU Member States.  These strategies
and plans should be balanced and integrated so that drug demand and
drug supply reduction are seen as equally important and mutually
reinforcing parts of the strategy.  The strategies and action plans will
focus on reviewing the current legal and regulatory framework, on
reducing the supply of drugs, and on law enforcement.  Once the action
plans are in place, support will be given to the implementation of the key
planks.  This may include the establishment of a drug information
system, and networking with EU Member States, the candidate and SAP
countries to reinforce the co-operation.

Interventions on money-laundering will commence with an analysis of
the existing Croatian actual legal framework against European legislation
and, if necessary, the drawing up of proposals to amend the law to
increase its effectiveness.  Support will be given to ensuring international
co-operation with financial intelligence units in EU Member States and
EU partner countries.  In addition, a money-laundering information
system should be designed and put into place, and networking with EU
Member States, the candidate and SAP countries supported.

,QGLFDWRUV�RI�DFKLHYHPHQW

3ROLFLQJ�
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½ Number of police officers completing redesigned training modules;

½ Degree of compatibility with other EU Member States law
enforcement agencies.

2UJDQLVHG�FULPH�

½ Number of networking activities between police services that take
place;

½ Extent to which national legislation is harmonised with standards and
best practice in EU Member States in relation to the combating of
organised crime;

½ Number of successfully concluded national and international
operations to counter organised crime.

&URVV�FXWWLQJ�LVVXHV

Anti-corruption and anti-fraud measures will be an obligatory element of
each CARDS project involving public institutions.

&RQGLWLRQDOLW\

The Ministry of Interior should undertake to reorganise its human and
other resources in accordance with the best practices of EU Member
States.  The Ministry must ensure a consistent implementation of the
Civil Service Act so as to professionalise recruitment and career
advancement practices.  The Law on money-laundering must be revised,
intensifying the co-operation between the Croatian Central Bank and the
law enforcement services of the Ministry of Interior.  The Government
must fulfil policy and financial commitments to the Office for the
Prevention of Corruption and the Fight against Organised Crime to
ensure that it is operational.  Croatia must co-operate with neighbouring
countries in combating organised crime.

2WKHU�(&�LQVWUXPHQWV

Actions financed under the CARDS regional strategy under Institution
Building (regional police and judicial co-operation) will complement this
programme on policing and organised crime.

����� ,QWHJUDWHG�%RUGHU�0DQDJHPHQW

An overall integrated border management approach is required in Croatia
to strengthen controls at the border and to facilitate trade across the
border.  To manage the phenomenon of increased irregular migration,
Croatia also needs support to augment its asylum systems and migration
management capacities.
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This is an ambitious but necessary approach that has clear national policy
implications.  It is therefore imperative that Croatia� has the time to
discuss and develop coherent strategies on these issues in close co-
operation with its international partners.  To this end, in 2002-2003 there
will be a focus on strategy and programme preparation, with substantive
implementation measures taking place in 2003-2004.  However,
emergency programmes may be addressed earlier where clearly
identified.

The integrated border management approach adopted by CARDS is
further detailed in the CARDS Regional Strategy Paper.  CARDS
regional funds will be used to ensure regional co-operation and
networking between the national agencies involved in the area of
integrated border management

��������� Strategy Development

2EMHFWLYHV

½ To develop and implement national strategies for integrated border
management, for augmented asylum systems and for migration
management capacities for Croatia, defining the overall goals and
supported by sectoral and inter-agency work plans.

([SHFWHG�UHVXOWV

½ An Integrated Border Management Strategy that has been agreed by
all Government agencies with competence at the border, as well as
agreed for issues of common interest with neighbouring countries
(e.g. deciding priority crossings or common customs approaches);

½ Croatian asylum and immigration legislation aligned with
international conventions; penal legislation on trafficking and
smuggling in human beings in conformity with the 2000 Palermo
convention; visa regime consistent with EU introduced;

½ Increased regional co-operation on asylum and immigration.

3URJUDPPHV�WR�EH�LPSOHPHQWHG

Support will be given in 2002/2003 to the Government for the
development of strategies for integrated border management, asylum
systems and migration management  and for the technical preparation of
the specific programmes.  In general, the strategy process will: (i) detail
Croatia’s strategic goals in this area, based on a clear analysis of
problems and work already completed; (ii) institution and capacity
building of individual agencies with competence at the border, (iii)
involve detailed discussions and agreement within an inter-service
working group of the involved agencies; (iv) identify strategic priorities,
programmes and indicators of achievement; and, (v) prepare clear and
feasible work plans (including specifying studies, technical specifications
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and terms of reference to be produced) that will be needed to ensure
implementation of the strategy.

CARDS regional funding will be available to ensure regional networking
of involved national agencies between the SAP countries

,QGLFDWRUV�RI�DFKLHYHPHQW

½ Production and implementation of strategy, work plans and
agreement with neighbouring countries on key issues of common
interest.

3.3.1.2.   Trade facilitation

&KDOOHQJH�DGGUHVVHG

Low levels of regional and international trade.

2EMHFWLYHV

½ To facilitate the flow of trade with Croatia’s� SEE neighbours and
with the EU and candidate countries.

([SHFWHG�UHVXOWV

½ Increased levels of regional trade;

½ Completion of border crossings as specified and scoped in the
national strategy;

½ Fully integrated facilities (i.e. border police, customs and phyto-
sanitary/veterinary) by 2006 at the major border crossings on Pan-
European Networks (PEN);

½ Facilities on second priority crossings where agreed by the two
neighbouring countries involved and included in Croatia’s� border
management strategy, although these will be less extensive than those
on PENs;

½ Enhanced institutional capacities of key agencies involved, including
co-operation with counterpart agencies in neighbouring countries.

3URJUDPPHV�WR�EH�LPSOHPHQWHG

Work has been done on customs and border crossings and Croatia has
recently signed a World Bank Transport and Trade Facilitation Southeast
Europe project (TTFSE) loan.  The integrated border management
strategy will incorporate this on-going work.  CARDS funding will be
used to help implement the agreed strategy, alongside national and other
donor and IFI activities, specifically financing institutional strengthening
programmes, border crossing improvements, and necessary technical
work, including studies and training.
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The first priority, and pre-requisite of work on individual border
crossings and in-land facilities, will be support to strengthen the national
institutions (primarily customs and veterinary and phyto-sanitary
agencies) involved in processing and handling trade.  A specific support
to customs is also part of this multi-annual programme.  Improvements to
infrastructure linked to strengthening of institutions, for example
centralised information technology system, will also be financed where
necessary.

Focusing on developments at individual borders, studies to measure
crossing times and identify trade flow problems, will be assisted.  These
will focus on procedural and technical rather than infrastructural
improvements, for example co-ordination of closure times at border posts
or simultaneous processing by involved agencies.

&R�RUGLQDWLRQ�ZLWK�:RUOG�%DQN

Co-ordination with the World Bank Transport and Trade Facilitation
Programme for South East Europe will be particularly important in the
area of trade facilitation and shall be conducted through regular review
mechanisms and direct co-operation.  Clear demarcation of activities
between the two programmes will be addressed within the national
integrated border management strategies.

3.3.1.3.   Border security

&KDOOHQJH�DGGUHVVHG

High levels of organised crime and corruption.

2EMHFWLYHV

½ To establish greater security at international borders that will
diminish cross border crime and illegal migration, and at the same
time facilitate cross border movement of people by developing and
implementing asylum and migration policies.

([SHFWHG�UHVXOWV

½ Effective border security management (i.e. control and security)
systems integrated with national police systems.

½ Asylum and migration policies developed and implemented in line
with EU acquis and European standards and best practice.

3URJUDPPHV�WR�EH�LPSOHPHQWHG

Support to border security, asylum and migration policies will include
equipment and infrastructure but, as a conditionality, this will be
preceded and complemented by assistance on institution and capacity
building to ensure coherence, sustainability and the overall enhanced
effectiveness of the institutions involved.
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3.3.1.4.   Complementarity and Co-ordination

The funds for integrated border management have been transferred from
the regional CARDS envelope, reflecting the key role played by border
management in promoting regional co-operation as required under the
SAP (see Regional CARDS Strategy).

In addition to these funds allocated from the CARDS regional budget,
allocations to other programmes within this national multi-annual
programme have also been made to areas linked to integrated border
management, reflecting the substantial costs involved and the numerous
sectors touched upon both directly and indirectly by border control and
trade facilitation.  This refers to norms and standards (trade facilitation),
the customs assistance programme, policing and modernisation of justice.

Actions in the field of asylum and immigration will take into account the
co-operation between Croatia and Germany, Austria and Slovenia in the
context of the Stability Pact working Migration and Asylum Initiative.

Given the need to develop integrated border management strategies, and
to undertake pre-required institution-building work, in 2002/2003 it has
been decided to back-load the financing of the integrated border
management programmes to 2004.  Funds have already been allocated in
2001 to start this integrated border management in Croatia.  Croatia will
also have access to a ¼��� PLOOLRQ� DOORFDWLRQ� IRU� JHQHUDO� SURMHFW
preparation allocated under the regional CARDS programme for work in
this area.

Anti-corruption and anti-fraud measures will be an obligatory element of
each CARDS project involving public institutions.

&RQGLWLRQDOLW\

Croatia must co-operate with its neighbouring countries in policing
borders and in facilitating the movement of goods.

��� $'0,1,675$7,9(�&$3$&,7<�%8,/',1*

����� 3XEOLF�$GPLQLVWUDWLRQ�5HIRUP

2EMHFWLYHV

&LYLO�VHUYLFH�UHIRUP�

½ To assist in the development and implementation of the civil service
reform programme underway in Croatia, including changes to the
civil service law, professionalisation of the service, and development
of administrative procedures in conformity with EU standards;
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½ To develop the capacity of public institutions to implement efficiently
and effectively their core public administration duties;

½ To reinforce the accountability and transparency of Croatia’s national
and local public administration.

$GPLQLVWUDWLYH�FDSDFLW\�

½ To assist in the creation, development and strengthening of the legal
framework and the administrative capacity in selected priority policy
areas which are crucial for implementation of the SAA.

$QWL�FRUUXSWLRQ�

½ To strengthen the capacity of the Croatian State institutions in the
fight against public fraud and corruption, and against related
organised crime involving national officials.

([SHFWHG�UHVXOWV

&LYLO�VHUYLFH�UHIRUP�

½ New civil service law adopted;

½ Increased professionalism of the service;

½ Administrative systems in conformity with EU Member State
standards and best practices.

$GPLQLVWUDWLYH�FDSDFLW\�

½ Improved efficiency and effectiveness of public administrations in the
selected priority policy areas;

½ Clear work plans relating to the implementation of the regional co-
operation components of the SAA established.

$QWL�FRUUXSWLRQ�

½ Improved legal and institutional framework for the prevention and
fight against public fraud and corruption and related organised crime
in line with the standards of EU Member States;

½ Respective competencies of different services in investigating and
prosecuting corruption cases well defined;

½ Investigating and prosecutorial staff more competent in dealing with
cases of public corruption.

3URJUDPPHV�WR�EH�LPSOHPHQWHG

Public administration reform forms an integral part of the Stabilisation
and Association process, since it addresses the administrative capacity to
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develop and implement new EU-related legislation and policies. While
legislation may be in place, the institutional capacity to implement that
legislation is rather low in the Croatian national administration.  This
process of legislative change, in particular related to the SAA, will
therefore set the framework for CARDS support to public administration
reform.

The starting point for this CARDS programme will be support to the
ongoing civil service reform programmes of the Government.  The
further specific interventions on public administration will reflect a
vertical approach, that is to say that specific policy areas will be
identified and direct support given to enhancing the administrative
capacity of line-ministries and relevant state agencies, and to developing
inter-institutional co-operation on that specific policy.  These areas are
public finance, the environment, justice and home affairs, agriculture, and
competition, complemented by assistance to inter-ministerial co-
operation structures.  This greater focus on a limited number of priority
areas is critical if advances are to be made in the medium term.  The type
of assistance provided also needs to be appropriate, meaning it should
employ a range of instruments and extend beyond short-term technical
assistance advice.

&LYLO� VHUYLFH� UHIRUP�� � Assistance will be given to introducing new
approaches to civil service and public management based on the
traditions and situation of Croatia, as well as principles common to the
EU Member States (subsidiarity; neutrality and impartiality;
responsiveness to the Government and accountability to the public;
transparency; modern human resources management and development
systems; recruitment and promotion systems based on merit).  Assistance
will also be given to raise awareness and build confidence in the
structures of the State and in the public administration and services by its
citizens.

$GPLQLVWUDWLYH� FDSDFLW\�� � Assistance will be given to establishing and
further developing the governmental structures (organisational
arrangements, decision-making processes, management framework and
practices, etc.) dealing with public administration reform and European
integration.  Support will be given to the provision of legal and policy
advice, training and other exchange of information/experience
mechanisms for public officials in the selected sectors in order to
familiarise them with the acquis and standards and best practice in EU
Member States.  This will focus in particular on the following areas: (i)
General institution building and public administration reform matters;
(ii)  Feasibility and impact studies relating to the implementation of the
obligations of the SAA; (iii)  Development and delivery of specialised
training, information and screening seminars on the selected priority
areas, as required under the SAA.

$QWL�FRUUXSWLRQ�� � Technical assistance will be provided to help the
Government review and improve the legal and institutional framework
for the prevention and fight against public fraud and corruption and
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related organised crime.  The aim of this will be to strengthen the
capacity of the authorised investigation and prosecution institutions.  The
review will cover a gap and a needs analysis of administrative procedures
in areas such as taxes, certification and licensing, customs etc. (identified
as main areas causing public fraud and corruption).  Support will also be
given to drafting, and the implementation of, a training strategy based on
a training need analysis, including an action plan for a training delivery
system and delivery of professional training for specialise staff.

,QGLFDWRUV�RI�DFKLHYHPHQW

&LYLO�VHUYLFH�UHIRUP�

½ Number of regulatory texts drafted and eventually adopted and
implemented;

½ Number of specific institutional statutes harmonised with the
mainstream civil service law;

½ Number of pilot sectoral training policies designed and adopted;

½ Number of civil service recruitments organised in accordance with
new recruitment system;

½ Length of time which young graduates stay in the civil service after
entry.

$GPLQLVWUDWLYH�FDSDFLW\�

½ The number of permanent contacts established with similar
institutions in Europe.

$QWL�FRUUXSWLRQ�

½ Number of significant cases of public corruption investigated and
brought to court.

&URVV�FXWWLQJ�LVVXHV

An efficient public administration is important to many parts of this
multi-annual indicative programme.  Each CARDS programme targeting
public institutions will therefore include an administrative capacity
building component.  Although this programme contains a dedicated sub-
programme to address corruption, anti-corruption and anti-fraud
measures will also be an obligatory element of each CARDS project
involving public institutions.

&RQGLWLRQDOLW\

A public report must be submitted to the Parliament presenting the aims
and results of the governmental anti-corruption policy and containing all
information on the number of investigations, prosecutions, court cases
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and convictions, as well as a summary of judicial decisions related to
bribery of public officials in business transactions.  The Government
must maintain its commitment to implement reforms.

2WKHU�(&�LQVWUXPHQWV

Actions financed under the CARDS regional strategy under Institution
Building (regional police and judicial co-operation) will complement this
programme on public administration reform.

Several Member States are involved in public administration reform,
good governance, and anti-corruption projects.1

����� 1DWLRQDO��5HJLRQDO�DQG�/RFDO�'HYHORSPHQW

2EMHFWLYHV

'HFHQWUDOLVDWLRQ�

½ To increase the capacity of local government to manage decentralised
services.

5HJLRQDO�SROLF\�

½ To help the Government define a national strategy for regional and
local development;

½ To establish appropriate institutional structure, capacities and
mechanisms for strategic planning at national, regional and local
level.

([SHFWHG�UHVXOWV

'HFHQWUDOLVDWLRQ�

½ An effective delivery by local government of services in health,
education and social welfare, in line with their decentralised
responsibilities.

5HJLRQDO�3ROLF\�

½ An agreed national strategy for regional policy;

½ Regions defined consistently with EU standards;

½ Accurate regional statistics for the main social and economic
indicators available at NUTS II level.

                                                          
1 Annexes 4 and 5 set out in detail Member State and other donor assistance to Croatia.
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½ The completion of local economic development plans by targeted
municipalities.

3URJUDPPHV�WR�EH�LPSOHPHQWHG

'HFHQWUDOLVDWLRQ�� �Support to decentralisation will be given in a phased
and integrated way in a number of areas.   Technical assistance will be
given to ensure that the basic legal framework required for implementing
the decentralisation programme is appropriate and is in place.  Support
will also be given to the definition of the distribution of public resources
(revenues and expenditure) to match the decentralised model of public
administration.  The Government will also be assisted in the formulation
of a programme for “vertical” decentralisation of administrative functions
and responsibilities to sub-national levels of government and public
administration.  Finally, support will be given to the implementation of
the territorial decentralisation process, mainly by strengthening the
capacity of sub-national levels of government and administration.

5HJLRQDO�3ROLF\���Support would first be directed to the development by
the Government of a strategy for regional policy.  This will build on
development work supported by OBNOVA, which has mobilised key
players.  On-going support should promote an inclusive approach, in
order to obtain widely based support.  A substantial programme of
assistance will be given to the process of elaborating this strategy in
practical terms, i.e. in terms of defining and setting up a suitable
institutional framework supported by laws setting out the respective
responsibilities for regional policy planning.  This will also include
assistance for a definition (geographically) of the NUTS regions, in
accordance with the requirements of the SAA, which would be
appropriate for both statistical and administrative purposes.  Specific
support will be given to the development of statistical systems to improve
the collection and analysis of regional statistics.

Throughout the period, comprehensive technical assistance support will
be given to increase the planning and programming capacities of both
local authorities and social and economic partners at regional and local
level.  This will focus in particular on the development of local economic
development plans, which will be a basis for investments in infrastructure
supported under the component for private sector development.

,QGLFDWRUV�RI�DFKLHYHPHQW

½ Number of regional structures to support decentralised administration
and a regional development policy established;

½ Number of local economic development plans developed and agreed;

½ The number of social and economic statistics available at NUTS II
level.

&URVV�FXWWLQJ�LVVXHV
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The process of decentralisation of service delivery to local government is
being supported also through the programme for civil society, where the
interventions will encourage partnerships between local government and
NGOs for effective delivery.  In terms of regional policy, the local
economic development plans that will be elaborated in individual
municipalities are a pre-condition for accessing funds under the private
sector development programme.  The development of regional policy will
be important in promoting growth in return areas.  These areas will
therefore be priority for the development of local economic development
plans.  Anti-corruption and anti-fraud measures will be an obligatory
element of each CARDS project involving public institutions.

&RQGLWLRQDOLW\

The Government must make the necessary financial arrangements to
accompany decentralisation of responsibilities from central to local level.
Support to the development of a regional policy is dependent on the
Government demonstrating commitment to adopting and implementing
such a policy.

USAID and the Open Society are involved in local self-government and
decentralisation projects.1

����� 3XEOLF�)LQDQFH

2EMHFWLYHV

½ To improve the performance of internal and external audit in the
public administration;

½ Development of the Government’s debt management capacity;

½ The modernisation of the customs service so that modern customs
practices are applied uniformly and consistently;

½ To improve the quality of public finance statistics to enable improved
management of public finances.

([SHFWHG�UHVXOWV

½ Improved budgetary and accounting rules within the public
administration, in line with standards and best practice in EU Member
States;

½ The risk profile of the public debt portfolio remains within the limits
set by the budget;

                                                          
1 Annexes 4 and 5 set out in detail Member State and other donor assistance to Croatia.
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½ Customs control operations at ports, airports, land borders and inland
are capable of facilitating the flow of legitimate passengers and trade;

½ Public finance statistics produced according to the latest international
standards (IMF).

3URJUDPPHV�WR�EH�LPSOHPHQWHG

$XGLW�  The objective of the assistance will be to introduce and enhance
audit procedures in the public administration, particularly to facilitate the
process of decentralisation from the national to local administrations.
Improved internal and external audit procedures will increase the
transparency and accountability of the budget.  Support will be to
develop new principles and procedures, and to increase the capacity of
staff at all levels of the public administration to implement these.

3XEOLF�'HEW:  To ensure that the public debt is effectively managed, i.e.
that the desired risk profile can be achieved, support will be given to the
Ministry of Finance to train staff in management of the multi-currency
portfolio.  This will specifically cover the appropriate procedures,
according to best practice in EU Member States, as well as the
information technology needs to support these procedures.  Limited
technical assistance and training will be given to the Central Bureau of
Statistics in order to introduce new methods for producing specific, key,
public finance statistics.

&XVWRPV:  Support will be provided through technical assistance and
training, principally provided by EU member state customs officials.  The
focus will be on providing the legal base for customs reform,
strengthening headquarters structures (including strategic planning and
reporting, communication, human resource management, internal audit
etc.) streamlining customs procedures, improving customs compliance
and enforcement of customs regulations and procedures, and developing
training structures and associated training.  Assistance will also be
provided to improve customs IT, where gaps/weaknesses have been
identified as necessary to improve procedures and performance.
Assistance will be closely co-ordinated with other reform activities in this
field (e.g. World Bank TTFSE programme and US customs).

,QGLFDWRUV�RI�DFKLHYHPHQW

$XGLW�

½ The number of incorrect or illegal transactions carried out;

½ The time taken to conclude audit procedures.

'HEW�PDQDJHPHQW�

½ The degree of perceived vulnerability of Croatia’s external and
domestic debt towards interest and exchange rate movements.
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&XVWRPV�

½ The time taken for passengers and goods to cross borders and the
efficiency with which they are handled;

½ Increased number of detections and seizures of smuggled goods.

&URVV�FXWWLQJ�LVVXHV

The development of effective internal and external audit is essential in
the process of decentralisation.  The support given to this under this
public finance programme will therefore complement the support being
given to decentralisation under the national, regional and local
development programme.  The support to customs in this programme will
be fully complementary to and integrated with the integrated border
management programme.  Anti-corruption and anti-fraud measures will
also be an obligatory element of each CARDS project involving public
institutions.

&RQGLWLRQDOLW\

The Ministry of Finance must strengthen the Budget Law and supporting
legislation and the central organisations (especially their reinforcement
mechanisms) overseeing budgeting, treasury functions and internal
control.  The Budget Law should be amended to establish formally the
Budget Supervision Office within the Ministry, increasing the penalties
for overspending budgeted resources and violating of the Budget Law.
The Budget Supervision Office should be strengthened with additional
staff and resources to carry out its duties properly.

The financial and functional independence of the Croatian State Audit
Office should be guaranteed constitutionally.

The World Bank SAL will address some of the fiscal problems identified
in its report on Public Expenditure and Institutional Review.

��� (19,5210(17�$1'�1$785$/�5(6285&(6

2EMHFWLYHV

½ To contribute to the process of alignment of environmental legislation
with the acquis;

½ To integrate sustainable development into all sectors through the use
of environmental impact assessments;

½ To promote renewable energy sources and energy efficiency;
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½ To increase the impact of existing environmental legislation.

([SHFWHG�UHVXOWV

½ An agreed strategy for EU approximation in the field of the
environment;

½ The systematic use of environmental impact assessments for
investment proposals;

½ An improved system of environmental monitoring.

3URJUDPPHV�WR�EH�LPSOHPHQWHG

Initial work has already been done on a legislation gap analysis between
Croatia’s environmental legislation and the acquis.  On the completion of
this work, CARDS support, in the form of technical assistance and
training, will be given to the development of a methodology for a cost
estimate study.  This will be followed by support to the process of
drafting and agreeing, by all the relevant stakeholders, of an EU
approximation strategy that would include specific deadlines.  The
involvement of a large number of stakeholders is necessary to ensure a
well-rooted commitment to implementation.

A law on environmental impact assessments (EIA) already exists.
However, it is crucial for the improvement of the environmental situation
and for consistency with the environmental acquis that such assessments
are routinely and properly carried out to a standard in line with that
performed within the EU.  Assistance, to build capacity, will be given to
the Ministry of Environmental Protection and Physical Planning to help
them manage this process.  Support will also be given, in this context, to
environmental NGOs to ensure the necessary public participation in the
EIA process.  Financing of environmental NGO pilot actions in the field
of lobbying and advocacy will also be part of this programme to create a
wider public awareness of environmental issues, laying the groundwork
for long-term environmental protection.

The environmental situation cannot be improved unless the authorities
have an accurate picture of the actual situation.  Monitoring of
environmental data is also required as part of the co-operation with the
European Environment Agency.  Support will be given to Croatia,
through the establishment of topic centres, to upgrade substantially its
capability to monitor the environmental situation in the country.  In
parallel with the support to improve the accuracy and detail of the data
that can be collected, assistance will be given to ensure that the data are
presented in the right format to allow comparability with other countries.

Finally, technical assistance support to prepare and carry out projects will
be given to investments in the priority areas of air quality, solid waste
management and water quality, consistent with the national
environmental action plan.  In the case of small-scale investments having
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a demonstration value (for example a pilot taking place on an island
where experience can be spread), the investments themselves may be
funded.  In the case of larger investments, they are likely to be funded
mainly from national sources with the support of IFIs.

The promotion of renewable energy sources and of energy efficiency will
underpin this programme.

,QGLFDWRUV�RI�DFKLHYHPHQW

The number of stakeholders actively involved in drafting the
approximation strategy; the number of stages of the action plan of the
strategy that are achieved; the number of properly implemented
environmental impact assessments carried out; quality of environmental
data produced; number of demonstration investment project supported;
number of environmental improvement projects on which there is co-
operation with IFIs

&RQGLWLRQDOLW\

The Government must adopt the EU approximation strategy.  The
environmental impact assessment legislation must be applied where
relevant.  Support to the topic centres is conditional on the Government
committing to ongoing financial support.

2WKHU�(&�LQVWUXPHQWV

Croatia can benefit from the LIFE-third country programme, as well as
participating in the Regional Environmental Reconstruction Programme
for South and Eastern Europe.

A number of IFIs are active in the field of environmental infrastructure,
including in particular the EBRD, EIB and the World Bank.
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)LQDQFLDO�EUHDNGRZQ�E\�SULRULW\���¼�PLOOLRQ�

$QQXDO�DOORFDWLRQV
�¼�PLOOLRQ�

3ULRULW\ 0HDVXUHV

���� ���� ���� 7RWDO
���������

���'HPRFUDWLF�6WDELOLVDWLRQ 1.1. Return of refugees and internally displaced
       persons

14.0 15.0 13.0  42.0

1.2. Civil society  2.0  2.0  2.0   6.0
���(FRQRPLF�DQG�6RFLDO�'HYHORSPHQW 2.1. Trade  3.0  2.5  2.0   7.5

2.2. Investment climate  9.0  9.0  8.5  26.5
2.3. Social cohesion (including Tempus)  6.0  6.0  6.0  18.0

���-XVWLFH�DQG�+RPH�$IIDLUV 3.1. Modernisation of justice  4.0  4.0  4.0  12.0
3.2. Policing and organised crime  2.0  3.0  3.0   8.0
3.3. Integrated border management
       �5HJLRQDO�IXQGLQJ�

 4.0  5.0 14.0  23.0

���$GPLQLVWUDWLYH�&DSDFLW\�EXLOGLQJ 4.1. Public administration reform  6.0  6.0  6.5  19.0
4.2. National, regional and local development  2.0  3.0  3.0   8.0
4.3. Public finance  4.0  3.5  3.0  10.5

���(QYLURQPHQW�DQG�QDWXUDO�UHVRXUFHV  3.0  3.0  3.0   9.0
727$/ ���� ���� ���� �����

The indicative allocation available to Croatia between 2002 and 2004 is ¼����PLOOLRQ��SOXV�¼���PLOOLRQ�IURP�WKH�UHJLRQDO�SURJUDPPH�ZKLFK�LV�EHLQJ�LPSOHPHQWHG�QDWLRQDOO\�
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$11(;��

(&�&R�RSHUDWLRQ�DVVLVWDQFH�WR�&URDWLD������±�������LQ�¼�PLOOLRQ�

�����±
����

���� ���� ���� ���� ���� 7RWDO

2EQRYD
�UHFRQVWUXFW�

¼������P ¼������P ¼������P ¼������P ¼������P ¼�������P

2EQRYD
�WHFKQLFDO
DVVLVWDQFH�

¼�����P ¼������P

'HPRFUDF\
DQG�+XPDQ
5LJKWV�
0HGLD

¼������P ¼�����P ¼������P ¼������P ¼�����P ¼�������P

'H�PLQLQJ ¼�����P ¼�����P ¼������P
&XVWRPV
�'*�;;,�

¼�����P ¼������P

(&+2 ¼�����P ¼������P ¼�����P ¼������P ¼�����P ¼������P
7HPSXV ¼�����P ¼������P
(QHUJ\
�6WDELOLW\
3DFW�

¼�����P ¼������P

/,)(  ¼�����P ¼������P ¼�������P
727$/ ¼������P ¼�����P ¼������P ¼�����P ¼�����P ¼������P ¼������P
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$11(;��

$118$/�352*5$00(�����

,��3ROLWLFDO�3ULRULWLHV ¼����P
Refugee return – reconstruction and related issues ¼����P
Refugee return –economic sustainability ¼����P

,,��(FRQRPLF�'HYHORSPHQW ¼����P
Human capital ¼����P
EU industrial standards ¼����P
Energy infrastructure rehabilitation ¼����P

,,,��6$$�2EOLJDWLRQV ¼����P
Justice and home affairs ¼�����P
Integrated border management ¼�����P
Customs ¼�����P
Public administration reform ¼�����P
Statistics ¼����P

,9��&RPSOHPHQWDU\�0HDVXUHV ¼����P
Small Scale Operations ¼��P
Strategy development capacity building ¼��P

727$/ ¼����P
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$11(;��

(8523($1�81,21�21*2,1*�&2�23(5$7,21�:,7+�&52$7,$
8SGDWHG�RQ�����2FWREHU�����

$UHDV�RI�LQWHUYHQWLRQ��DOO�DPRXQWV�DUH�JLYHQ�LQ�¼��
0HPEHU�6WDWHV 'HPRFUDWLF

VWDELOLVDWLRQ2
(FRQRPLF�DQG
VRFLDO�GHYHORSPHQW

-XVWLFH�DQG
KRPH�DIIDLUV

$GPLQLVWUDWLYH
FDSDFLW\�EXLOGLQJ

(QYLURQPHQW�DQG
QDWXUDO�UHVRXUFHV

2WKHU�ILHOGV
7RWDO

$XVWULD ��������� ������� ������� ���������
%HOJLXP ������� ������� �������
'HQPDUN ������� ������� ������� �������
)LQODQG4 ������� ����� ������ �������
)UDQFH ������� ������� ������� ������� ��������� ���������
*HUPDQ\ ��������� ��������� ��������� ��������� ��������� ������ ����������
*UHHFH �
,UHODQG3

,WDO\5 ��������� ������ ������� ���������
/X[HPERXUJ3

7KH�1HWKHUODQGV ��������� ��������� ������� ������� ��������� ������ ���������
3RUWXJDO �
6SDLQ ��������� ������ ������� ���������
6ZHGHQ ��������� ������� ����� ���������
8QLWHG�.LQJGRP ��������� ������� ������� ��������� ������� ���������
7RWDO ���������� ���������� ��������� ��������� ���������� ��������� ����������

([SODQDWLRQV�

��7KH�SKUDVH��RQJRLQJ�FR�RSHUDWLRQ��PHDQV�WKDW�RQO\�WKH�SURMHFWV�XQGHU�LPSOHPHQWDWLRQ�DUH�LQFOXGHG�LQ�WKLV�WDEOH��VLQFH�WKLV�WDEOH�LV�DLPHG��IRU�FR�RUGLQDWLRQ�SXUSRVHV�RQO\�
2 The column "Democratic stabilisation" includes funds allocated for return of refugees and reconstruction.
3 Ireland and Luxembourg do not have embassies in Zagreb and data were not available.
4 Under the framework of the Stability Pact, Finland is participating in the following programmes in Croatia: ERNO, PISA, SPAI and Investment Compact.
5 Italy operates projects in the fields of combating organised crime, organic agriculture and post-graduate education, but those data are not available and not included in the matrix.

6RXUFH��PHPEHU�VWDWHV�
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8SGDWHG�RQ�����$XJXVW�����

'21256
$5($6�2)�,17(59(17,21

81'3 (%5' (,% ,0) 86$,' :%
����*29(510(17�2)�7+(�5(38%/,&�2)�&52$7,$�38%/,&�6(&725
,167,787,21$/�6833257�72�*29(510(17�0,1,675,(6
0LQLVWU\�RI�)LQDQFH a a a
0LQLVWU\�RI�)RUHLJQ�$IIDLUV
0LQLVWU\�RI�3XEOLF�:RUNV��5HFRQVWUXFWLRQ�DQG�&RQVWUXFWLRQ a
0LQLVWU\�RI�:DU�9HWHUDQV
0LQLVWU\�RI�$JULFXOWXUH�DQG�)RUHVWU\ a
0LQLVWU\�RI�&UDIWV��6PDOO�DQG�0HGLXP�(QWHUSULVHV
0LQLVWU\�RI�-XVWLFH�DQG�$GPLQLVWUDWLRQ a
0LQLVWU\�RI�(GXFDWLRQ�DQG�6SRUWV
0LQLVWU\�RI�7RXULVP
0LQLVWU\�RI�6FLHQFH�DQG�7HFKQRORJ\
0LQLVWU\�RI�'HIHQFH
0LQLVWU\�RI�,QWHULRU
0LQLVWU\�RI�(FRQRP\ a
0LQLVWU\�RI�&XOWXUH
0LQLVWU\�RI�0DULWLPH�$IIDLUV��7UDQVSRUW�DQG�&RPPXQLFDWLRQV
0LQLVWU\�RI�(QYLURQPHQW�DQG�8UEDQ�3ODQQLQJ a a
0LQLVWU\�RI�/DERXU�DQG�6RFLDO�:HOIDUH a
0LQLVWU\�RI�+HDOWK a
0LQLVWU\�IRU�(XURSHDQ�,QWHJUDWLRQ
&URDWLDQ�1DWLRQDO�3DUOLDPHQW
&URDWLDQ�1DWLRQDO�%DQN a a
&URDWLDQ�3ULYDWLVDWLRQ�)XQG a a
7(&+1,&$/�$66,67$1&(�$1'�&$3$&,7<�%8,/',1*
3XEOLF�DGPLQLVWUDWLRQ�UHIRUP a
/RFDO�JRYHUQPHQW�UHIRUP a
/DERXU�PDUNHW�UHIRUP a
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'21256
$5($6�2)�,17(59(17,21

81'3 (%5' (,% ,0) 86$,' :%
(GXFDWLRQ�UHIRUP a
(FRQRPLF�UHIRUP a a a
&RPPHUFLDO�ODZ�UHIRUP a
3HQVLRQ�V\VWHP�UHIRUP a a
3ULVRQ�UHIRUP
-XGLFLDO�UHIRUP a a
3ROLFH�UHIRUP
+HDOWK�VHFWRU�UHIRUP a a
6RFLDO�ZHOIDUH�UHIRUP a
/DQG�UHJLVWU\�FDGDVWUH a a a
(FRQRPLF�SROLFLHV a a a
0RQHWDU\�SROLF\ a
(PSOR\PHQW�SROLFLHV a
5HJLRQDO�DQG�ORFDO�GHYHORSPHQW�SROLFLHV a a
$JULFXOWXUDO�SROLFLHV a
,QGXVWULDO�SROLFLHV
7D[DWLRQ a a
&XVWRPV a a a
7UDQVSRUW a
(QHUJ\ a a a
1XFOHDU�VDIHW\
'LVDVWHU�PDQDJHPHQW
&URVV�ERUGHU�DUUDQJHPHQWV a
/DZ�HQIRUFHPHQW a
$QWL�FRUUXSWLRQ��JRRG�JRYHUQDQFH�DQG�FRPSHWLWLRQ�UXOHV a a
,QWHUQDWLRQDO�RUJDQLVHG�FULPH�DQG�RWKHU�LOOHJDO�DFWLYLWLHV
,OOHJDO�PLJUDWLRQ
,OOHJDO�QDUFRWLFV
,QWHOOHFWXDO��LQGXVWULDO�DQG�FRPPHUFLDO�SURSHUW\
&RQVXPHU�SURWHFWLRQ a
,QIRUPDWLRQ�VRFLHW\ a a
(OHFWURQLF� FRPPXQLFDWLRQ� LQIUDVWUXFWXUH� DQG� DVVRFLDWHG
VHUYLFHV a

6RFLDO� FR�RSHUDWLRQ� �LQGXVWULDO� DQG� ODERXU� PDUNHW
UHVWUXFWXULQJ�� VRFLDO� VHFXULW\� V\VWHP�� OHJLVODWLRQ� RQ� ZRUNLQJ
FRQGLWLRQV� DQG� HTXDO� RSSRUWXQLWLHV�� KHDOWK� SURWHFWLRQ� DQG
VDIHW\�RI�ZRUNHUV�

a a a

&RPSHWLWLRQ�LQ�WKH�DXGLR�YLVXDO�ILHOG a
&XOWXUDO�FR�RSHUDWLRQ
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&R�RSHUDWLRQ�LQ�UHVHDUFK�DQG�WHFKQRORJLFDO�GHYHORSPHQW
&R�RSHUDWLRQ�ZLWK�WKH�&HQWUDO�%XUHDX�RI�6WDWLVWLFV a a
2WKHUV
,1)5$6758&785(
3XEOLF�XWLOLWLHV a a
(QHUJ\ a a a a
7UDQVSRUW a a a
7HOHFRP a
5HJLRQDO�DQG�ORFDO�GHYHORSPHQW a a
2WKHUV
(8�,17(*5$7,21�,668(6
/DZ�DSSUR[LPDWLRQ��$FTXLV�
2WKHUV

����&,9,/�62&,(7<�121�352),7�6(&725
1*26�&20081,7<�25*$1,6$7,216
7UDGH�XQLRQV a
1*2�WUDLQLQJ�FDSDFLW\�EXLOGLQJ a a
1*2�SURMHFW�IXQGLQJ a a
1*2�WHFKQLFDO�DVVLVWDQFH a
2WKHUV
0(',$

&URDWLDQ�5DGLR�DQG�7HOHYLVLRQ��+57�
,QGHSHQGHQW�79�FKDQQHOV a
,QGHSHQGHQW�UDGLR�VWDWLRQV a
3ULQW�PHGLD
-RXUQDOLVP�WUDLQLQJ a
-RXUQDOLVWV
�RU�SUHVV�DVVRFLDWLRQV a
2WKHUV
5()8*((�,668(6
5HFRQVWUXFWLRQ a
'H�PLQLQJ a a a
3URSHUW\�DQG�RWKHU�OHJDO�ULJKWV a a
(FRQRPLF�UHYLWDOLVDWLRQ�SURMHFWV a a a
&RPPXQLW\�VHUYLFHV�DQG�KXPDQLWDULDQ�DLG a a
6XSSRUW�WR�WKH�81+&5�DQG�RWKHU�81�DJHQFLHV a
2WKHUV a
'(02&5$7,6$7,21�$1'�+80$1�5,*+76
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$5($6�2)�,17(59(17,21

81'3 (%5' (,% ,0) 86$,' :%
0LQRULW\�ULJKWV
:RPHQ
V�ULJKWV a
&URDWLDQ�2PEXGVPDQ
V�RIILFH
/HJDO�5LJKWV�DGYLVRU\�FHQWUHV
3HDFH�DQG�UHFRQFLOLDWLRQ�SURFHVV a a
+XPDQ�WUDIILFNLQJ a
2WKHUV
(&2120,&�6(&725
%DQNLQJ��LQVXUDQFH�DQG�RWKHU�ILQDQFLDO�VHUYLFHV a a a
60(�GHYHORSPHQW a a a a
,QYHVWPHQW�SURPRWLRQ a a a
0DUNHW�FRPSHWLWLRQ a a
$JULFXOWXUH��OLYHVWRFN�DQG�ILVKHULHV a
,QIUDVWUXFWXUH a a
7RXULVP a
&KDPEHU�RI�FUDIWV��WUDGHUV�DQG�SURIHVVLRQDOV
2WKHUV
(19,5210(17$/�,668(6
1DWXUDO�SDUNV a a a
:DVWH�PDQDJHPHQW a a
:DWHU�PDQDJHPHQW a a a a
)LJKW�DJDLQVW�GHIRUHVWDWLRQ a
2WKHUV a

6RXUFH��GRQRUV�DQG�ILQDQFLDO�LQVWLWXWLRQV�
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0DLQ�(FRQRPLF�7UHQGV

���� ���� ���� ����
5HDO�*'3�*URZWK Percent 6.6 2.5 -0.4 3.7
,QIODWLRQ��UHWDLO
SULFHV�

Percent (end of period) 3.8 5.4 4.4 7.4

8QHPSOR\PHQW�UDWH Percentage of labour
force (ILO definition)

9.9 11.4 13.6 16.1

&RQVROLGDWHG�&HQWUDO
JRYHUQPHQW�EXGJHW
EDODQFH

Percent of GDP
(accrual basis)

-2.0 -3.0 -7.4 -5.7

&XUUHQW�DFFRXQW
EDODQFH

Percent of GDP -11.6 -7.1 -6.9 -2.1

Percent of GDP 31.9 40.3 44.5 53.1
Percent 178.7 211.1 229.0 247.8

)RUHLJQ�GHEW
'HEW±H[SRUW�UDWLR
*URVV�IRUHLJQ�GHEW Million ¼ 6,573 8,560 9,251 11,801

Percent of GDP 1.7 3.7 6.9 4.4)RUHLJQ�GLUHFW
LQYHVWPHQW Million ¼ 303.4 715.3 1,290.2 898.3
6RXUFH� IMF
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$EEUHYLDWLRQV�8VHG

AREA: Agenda for Regional Action

BiH: Bosnia Herzegovina

CARDS: Community Assistance for Reconstruction, Development and 
Stabilisation

CEB: Council of Europe Development Bank

CEECs: Central and Eastern European Countries

CEFTA: Central Europe Free Trade Area

CSP: Country Strategy Paper

EBRD: European Bank for Reconstruction and Development

EC: European Community

ECTS: European Credit Transfer System

EFTA: European Free Trade Association

EIA: Environmental Impact Assessment

EIB: European Investment Bank

EIDHR: European Initiative for Democracy and Human Rights

ETF: European Training Foundation

EU: European Union

FDI: Foreign Direct Investment

FIAS: Foreign Investment Advisory Service

FRY: Federal Republic of Yugoslavia

FTA: Free Trade Agreement

GDP: Gross Domestic Product

ICTY: International Criminal Tribunal for the former Yugoslavia

IFC: International Finance Corporation



76

IFI: International Financing Institution

IMF: International Monetary Fund

IT: Information Technology

JHA: Justice and Home Affairs

MIP: Multi-annual Indicative Programme

NATO: North Atlantic Treaty Organisation

NEAP: National Environmental Action Plan

NGO: Non-Governmental Organisation

NUTS Nomenclature des Unites Territoriales Statistiques

PEN: Pan European Networks

SAA: Stabilisation and Association Agreement

SAL: Structural Adjustment Loan

SAP: Stabilisation and Association Process

SBA: Stand-by Arrangement

SEE: South East Europe

SME: Small and Medium-sized Enterprise

SSO: Small Scale Operations

TTFSE: Transport and Trade Facilitation Southeast Europe project

US: United States

VAT: Value Added Tax

VET: Vocational Education and Training

WTO: World Trade Organisation


