Annex I 

Existing Government Interventions in Favour of the Disadvantaged Areas

The MSTTD is responsible for financing local infrastructure projects, including reconstruction of physical and social infrastructure and housing in the ASSC. In the near future it is expected that the Ministry will complete the work in housing reconstruction, which may be replaced by a focus on business zones. Further on, the Ministry, through its Directorate for Islands, is responsible for supporting sustainable development of islands. It coordinates elaboration of 14 State Programmes for Islands Development, covering wide range of development issues, including accessibility, education, health care, social welfare, communal infrastructure, etc. These programmes provide a good basis for an integrated approach towards development of islands.

The Fund for Regional Development, although having at its disposal a range of development activities, is focusing primarily on financing local infrastructure projects in lagging areas, which overlaps with the function of MSTTD. 

The Ministry of Economy, Labour and Entrepreneurship runs a number of horizontal programmes aim to support SMEs, including various types of institutional and educational support, support to innovations, new technologies, representation at exhibitions, support to the traditional crafts, subjects in tourism sector, etc. Its projects “Entrepreneur I” and “Entrepreneur II” offer favourable subsidised loans (by the Ministry and counties) to specific categories of entrepreneurs (women, young people, war veterans, social services). Within its “Operational Plan for SMEs Promotion” (2004-2008), is providing support in the following areas: improving the business environment, providing direct business support, supporting development of relevant skills, developing the support capability and system for SME promotion. Though it has a national application, it is very relevant to development needs in lagging areas in terms of economic regeneration and development of economic base.

The Croatian Bank for Reconstruction and Development (HBOR) is stimulating economic development in the lagging areas through special credit lines (e.g. “The Programme of Support of Small Enterprises on ASSC”) and interest rate subsidies for most of its national programmes (covering business, tourism and agricultural sectors). There is no evaluation of the impact of its programmes on lagging areas, which make it essential to include them into the envisaged development framework. 

Croatian Agency for Small Business (HAMAG), a special government institution for the development and promotion of SMEs, runs a guarantee scheme for most of the financing programmes made in cooperation with ministries, counties/cities and commercial banks. Such intervention is crucial since the lack of access to finance represents significant impediment to SMEs growth. The HAMAG Programme of education and development the network of consultants for small businesses provides for another important development need in the lagging areas and that is advisory services.

The Ministry of Agriculture, Forestry and Water Management offers increased subsidies for the farmers from ASSC, financing for capital investments and rural development projects, as well as stimulation of use of agricultural land in ASSC (I, II category). There is a number of additional possibilities to accommodate the existing programmes to better fit disadvantaged areas. For instance, in rural development programme, called “10 x 10 Programme”, there is a possibility to provide the assistance to farmers with new or existing businesses, support establishment and functioning of cooperatives and producers groups, using points weighting system for applicants from lagging areas. 

The fiscal incentives from the Ministry of Finance in the lagging areas will soon need to be replaced by other appropriate types of development interventions in order to comply with the EU standards and regulations. 

Internationally supported interventions

The MSTTD is currently managing World Bank’s Social and Economic Recovery Project (2005-2009) targeting today Areas of Special State Concern. The project supports such policy fields as economic development (financial support to new and existing SMEs and cooperatives, TA, training, capacity building, etc.), institutional development on regional and local level (capacity building), small infrastructure investment (education, health, social welfare, community services, water supply, transport and access, production infrastructure, environment), social inclusion (support to families, youth, women, children, elderly, disabled and other marginal groups, including refugees and returnees). In addition, the Ministry is responsible for programmes supported by European Investment Bank, EIB I (Program for reconstruction of communal infrastructure, 2004-2007), and EIB II (Integrated development of local communities, 2005-2008). Both programmes finance communal and social infrastructure, and EIB II in addition supports the environment infrastructure. 

Next to the mentioned funding sources, the EU pre-accession programmes and instruments (CARDS, PHARE, SAPARD, and later IPA) offer additional funding possibilities for a number of development interventions (capacity building on national and sub-national level,  infrastructure related to business, tourism, technology, innovation, IT, environment protection, etc.).

Coupled with government resources, the international funding provides added financial resources for government interventions in lagging areas. Nevertheless, here mentioned and some other existing government interventions still not only lack significant resources and focus, but also necessary degree coordination in its planning and implementation. Furthermore, the lack of monitoring systems and data make it problematic to arrive at definitive conclusions about the effectiveness of government interventions related to the development of lagging areas.
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