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Introduction

The National Strategy for Regional Development is the first truly integrated response to the development needs experienced across the country. The present document represents a considerable step forward in defining and clarifying the shape and substance of the National Strategy for Regional Development. The Strategy continues to be, for the moment, “work in progress”, albeit in advanced draft form. It is intended that the final draft, taking into account feedback from inter-ministerial and partnership group consultations as well as recommendations from the Ex-Ante appraisal team, will constitute the strategic document to be put to the Inter-Ministerial Coordination Group for approval by mid summer 2005.  

The legal framework is being drafted on the basis of a thorough and ongoing dialogue involving all of the legitimate stakeholding interests. It reflects the debate which has taken place around the situation today anticipating what must be in place over the next years. It will be an integral part of the strategy in that none of the NSRD can be written without reference to the legal framework and likewise, it could not have been drafted without full appreciation of all of the elements of the strategy. 

In the same way, the proposals for an institutional framework have been constructed around the job to be done. The options address directly the overall management requirement for this policy space (regional development) in the future and go further into setting out an organisational framework accommodating each of the substantive parts (programmes). In addition, the broad institutional context, roles and relationships are described for each programme, all as part of the same piece. 

The inter-relationship between each of the programmes is fundamental to the coherence of the overall strategy. Strategic Objective I makes clear the dual aims and purpose of a national strategy for regional development - taking fully into account the heterogeneity of development needs across the regions in Croatia: 

“All counties (and “wider regions”) enabled to contribute to sustainable national development and competitiveness – and to reduce social and economic disparities across the country”
The NSRD places stakeholders from across the country at the heart of the development challenge. It brings central government and public institutions into a new more open and structured relationship with development actors at local, county and wider region level. Furthermore, the NSRD draws together, for the first time, government and other resources to tackle the causes underlying the widening disparities between more prosperous and lagging areas – disparities which impede economic and social cohesion over the country as a whole. Finally, the NSRD raises as a national priority the need for a more strategic approach to the management of development of those large parts of the country affected by external borders. 

Links to Earlier Texts

This present (third) component part of the NSRD builds upon the work carried out in the previous phase (Vision, Objectives and Priorities), which, in turn, was based upon the earlier Analysis. It therefore seeks to set out in more detail the “what” and the “how” of the strategic priorities elaborated in the Vision, Objectives and Priorities paper. The scope of the paper therefore relates to the timeframe of the Strategy 2006-2013 – describing outcomes, institutions and processes that will only be achieved over time – and subject to actions to be undertaken in the shorter term. These latter are not described in this document but will be the focus of the fourth and final component of the NSRD – the Action Plan for 2006-2007. The Action Plan will be prepared by summer 2005. 

Significant Recent Developments

There have been several rather significant developments over recent months likely to affect the introduction and course of the NSRD. In the first instance, a preliminary draft of the National Development Plan was drafted by the Government Office for Strategic Development and circulated for inter-ministerial consultation. While the draft NDP cites regional development as one of five national development priorities, the document fails to reflect the work on the NSRD, or to acknowledge the mandate of the MSTTD in that context, suggesting that there are indeed several views on the approach to regional development within the administration. It is critical that policy managers in the MSTTD clarify intentions, particularly in the light of further work on the Plan during the next years, with the support of EU Cards 2003 technical assistance project and early implementation of the NSRD as an integral part of that Plan. 

Secondly, there has been an agreement between the Croatian Statistics Bureau and Eurostat on the division of the Croatian territory into four “statistical regions” (equivalent to NUTSII). However, this outcome has been contested by the authors of the National Development Plan. They have proposed the designation of three statistical regions in that document. There is a need for government clarification on this point. The National Strategy for Regional Development can relate to either but not to both.  

In the context of the continuing effort around the preparation of the NSRD, a task group has started to work on a more coherent and unified definition of disadvantage as a means to enable strategy and programme managers to specifically target socio-economically disadvantaged areas or areas at risk of becoming so. The result of the exercise will make it possible to propose a spatial map of disadvantage (in the context of Priority 1.2 Programme for the Development of Disadvantaged Areas, formerly Disadvantaged Areas Programme) which will provide a framework for more concentrated development interventions more likely to have impact in terms of addressing causes of continuing socio-economic decline. 

Structure of Document

The structure of the present text is simple and straightforward. The core five chapters deal with the development interventions and actions outlined under the five strategic priorities identified in “Vision, Objectives and Priorities” -  

· Programme for County and Wider Region Development (Chapter 2)

· Programme Development of Disadvantaged Areas (previously Disadvantaged Areas Programme) (Chapter 3) 

· Cross Border and Inter-Regional Development Programme (Chapter 4)

· A Unified Legal Framework for Regional Development (Chapter 5)

· Proposals for an Institutional Framework for Regional Development. (Chapter 6)

The final section – concluding remarks (Chapter 7) will anticipate and act as link to the fourth and final part of the NSRD – the Action Plan. 

The following schematic overview I recalls the overall NSRD structure and development priorities.
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County and Wider Region Development Programme
Background

The earlier Analysis demonstrated the inadequacy of the institutional arrangements for the sustainable development of the regions of Croatia. The development needs of the different parts of the country cannot be effectively addressed either through highly centralised “top-down” interventions, however well intentioned – or through purely “bottom-up” initiative, however well motivated. There is a need to build a new “development infrastructure” which will enable central government and stakeholders at county and local level, including representatives from large towns and cities, to find a common space in which to work together and “to contribute to sustainable national development and competitiveness” (Strategic Objective 1). County stakeholders – representative of all socio-economic groupings - must have the capacity to take effective “ownership” of the socio-economic problems as well as the potential of their areas, working with county and local self government to find appropriate responses. It is essential to build that development space and its new sets of relationships (“top-down – bottom-up”) within the county context. However, the development needs of counties go beyond county boundaries and it is therefore also important also to create and consolidate wider regional platforms which will allow neighbouring counties to cooperate and join with central government in pursuit of shared wider region strategic interests.  
For all these reasons, the NSRD proposes: 
“…. setting in place a “County and Wider Region Development Programme” which will provide support for inclusive and representative County based Partnerships and their development bodies, charged with guiding and overseeing the development process in the county through the preparation and implementation of county and inter-county (wider region) development strategies”.
Purpose 

The purpose of the County and Wider Region Development Programme (CWRDP) is to facilitate the establishment of a single development and planning system in the country. It is intended to strengthen capacity for managing development and absorbing public funds by virtue of better coordination and integration of development interventions and services at county and local level – and also between «bottom-up» and «top-down» - between the centre and the county/local. It will promote greater effectiveness by enabling public resources to be better integrated and focussed on evidence-based priorities set out in county development strategies and agreed with national counterparts.   

Objectives

1. To create a national regional development framework within which central government and development stakeholders at county and wider region level work together to address shared development goals.

2. To build and strengthen the development management capacity at county level necessary for all counties and wider regions to cope effectively with future development challenges, changes, opportunities and external shocks.
3. To prepare coherent needs-based integrated strategies for the sustainable socio-economic of counties and wider regions based upon the full participation of all relevant development stakeholders at those levels.

Overview 

The Objectives are set out graphically in the chart on page 23. To explain the relationship between the three objectives and their link to the overall purpose for the County and Wider Region Development Programme it may be helpful to step back from the regional development context to consider a football metaphor. In such a context, Objective One relates to the establishment of a League which involves the participation of all interested parties in the definition of outcomes, rules, procedures, etc. Objective Two relates to the preparation of the teams which are to take part in the competition. Objective Three then points to the product in terms of the matches and games making up the substance of the exercise. 

The County and Wider Region Development Programme draws extensively upon the experience over recent years in partnership based development in the counties, through the Regional Operational Programmes (ROPs). Most of the key features of the ROPs have been retained and strengthened in the design of the CWRDP – participatory, needs based, integrated and strategic, county development plans. In addition, the CWRDP places considerable emphasis upon having in place a wider national socio-economic development policy framework which will serve as the context and the orientation for county development strategies.  

At national level, the government institutions will clarify and set out their national policy priorities for the counties in a coordinated manner before counties start to plan their development. The government institutions will provide a national framework for the socio-economic development of the counties and wider regions. 

The national institution responsible for regional development (MSTTD or NARD) will lead the process, coordinating government institutions to define and agree their positions for development at county and wider region level. In this strategic guidelines document, agreed through inter-ministerial consultation – and in discussion with county stakeholders - central government will set out the national socio-economic priorities for sustainable development and competitiveness which counties need to consider in their development planning. 

On the other hand the condition for the counties to be part of the national planning framework is the establishment of representative and inclusive development partnerships meeting basic standard requirements also to be detailed in national guidelines. Partnerships will take the lead in county development planning bringing together representatives from all legitimate stakeholding interests in the field.

Given their responsibility in law for stimulating socio-economic development in the county, County self-government will be invited to establish a County Partnership (and in the city of Zagreb) as sub-national level counterparts for the government institutions. In addition to representatives from Town and Municipality self government, the County partnerships will also comprise representative social partners and civil society from the county. 

Each County Partnership will have in place a County Development Unit/Agency which would support the County Partnership in its work. The Partnerships and their executive bodies will be supported (both technical and financial) in the preparation and implementation of county and wider region development strategic plans. 

The CWRDP strategic guidelines will encourage County Partnerships in the preparation of their county development strategies to take account of the development needs within the county boundary – social, economic, environmental, physical infrastructure – consistent with overall national development priorities. They will place the focus firmly on the priorities defined in the Lisbon and Gothenburg Councils – inculcating a development culture of competitiveness, innovation and employment. The national guidelines will also set out the scope of the county development strategy to include reference to the development needs of disadvantaged areas (and islands) within the county boundary  as well as themes of national interest (such as environment protection, sustainability and equality). Moreover, as stated above, county development strategies will include a chapter on wider region (inter-county) development needs.
Innovative Features of the Programme

The County and Wider Region Development Programme will introduce a set of new and innovative features not existing in the current regional policy in Croatia. Firstly, it will create a single policy framework for socio-economic development of counties, taking into account their specific development needs and potentials and the national sectoral priorities. Secondly, it will establish a new relationship between national and county stakeholders, based on partnership and cooperation (linking top-down with bottom-up). Thirdly, it will introduce the concept of development contract, an agreed multi-annual financial plan setting out central government support for development priorities in the counties. Fourthly, it will build in requirements for monitoring, evaluation and reporting, which will lead to more efficient use of public funds.

Description of Objectives

Objective One

To create a national regional development framework within which central government and development stakeholders at county and wider region level work together to address shared development goals.
The County and Wider Region Development Programme provides for the first time a common development framework within which central policy and programme managers can work together with county based institutions including all legitimate socio-economic groupings to achieve national regional development goals through effective action within and across the counties. The major elements of that framework will be the provisions in the Law on Regional Development, official decrees and national guidelines, elaborated on the basis of dialogue and refined through consultation between central and county levels. One of the key issues to be addressed in this context will be the relationship between the County Partnership and County self government (Županija). County self government is responsible in the law for the socio-economic development of the county. Given the need for ensuring the broadest possible consensus upon which the development priorities are founded, there is a need to explore, within the democratic mandate of county (and local – town and municipality) self government, models for engaging all relevant stakeholders in building that consensus. This will be one of the main legal challenges to be addressed over the next years. While the legal issues are kept in mind here, they are dealt with more fully in Chapter 5. 

The national guidelines will include as key elements: 

· Overall development goals and targets for CWRDP 

· Roles, responsibilities and relationships of the different parties to the framework

· Scope, coverage and structure of the county and wider region development strategies

· Arrangements for management of the CWRDP and for financial assistance

The overall exercise will be lead by the central institution responsible for managing regional development. The draft Guidelines will be considered by the Inter-Ministerial Coordination Group before referral to Cabinet for adoption.

The Guidelines will be elaborated for the period of National Strategy for Regional Development and annually reviewed with report to Government. They will be published in official Gazette of the Republic of Croatia.

Objective Two

To build and strengthen the development management capacity at county level  necessary for all counties and wider regions to cope effectively with future development challenges, changes, opportunities and external shocks.
The two main blocks of work related to this Objective of the CWRDP are as follows:

· to establish effective, functioning and inclusive partnerships in all of the counties (and city of Zagreb)

· to establish capable and professional county development units within each county to serve the CD Partnership

Effective and Functioning County Partnerships 

Under the County and Wider Region Development Programme, County self governments working in conjunction with other representative interest groups will be invited to constitute an inclusive and broadly representative partnership dedicated to the purpose of defining and managing the strategic development course of the county. 

The County Partnership, comprising representatives from all the socio-economic interest groups:
· self government (County, Town and Municipality representatives), 

· social partners, 

· civil society, and 

· central government institutions operating at local level 

will be responsible for preparing a strategy for the balanced and sustainable development of the county. Representatives from large towns and cities will have a special role to play given their strong influence on the development course of the county.

All relevant state bodies working at local (county) level for the development of the county should be involved. This may lead to an imbalance in the number of representatives from this sector. It is important to acknowledge the democratic mandate of the county self government. The Board of the Partnership will include representatives from the County government.                                                                                                                                                                         However, it is important that the partnership is not «taken over» by the state institutions. It is critical that the Partnership does not become a «rubber stamping» body for any one institution – either state or County. Representatives from the social partner organisations as well as business and trade union associations at the county level will also be included. Civil society, non-government organisations active within the county on such issues as gender, environment, development and cultural affairs also have a significant role to play in the preparation and management of balanced development within the county. 

The County and Wider Region Development Programme will set out further detailed guidelines for the incorporation of members of the CP to ensure impartiality and inclusiveness. While it is important that the County can provide leadership in bringing together the Partnership, it is crucial that the constituent sectors exercise their autonomy in nominating representatives to the CP. More detailed Guidelines will be further elaborated on this stage of partnership development. 

It will be essential for the partnership to maintain open two-way links with all of the stakeholding interest groups in the county. The constitution and working procedures for the CP should set out arrangements for County Partnership members to consult with their respective constituencies – both in terms of input to the elaboration of the county strategy and feedback on interim proposals. Prior to finalising key stages in the strategy elaboration process or mid-term evaluations, all members of the County Partnership will be required to consult with their constituent bodies to ensure the assent of all constituent bodies. These arrangements will be set out in more detail in the guidelines.

Much is sometimes made of the difficulty in getting partnerships with diverse interest groups to work effectively. It has been argued that that the problems faced in bringing together different (and often opposing) interest groups reduce the efficiency of the partnership. However, the pursuit of efficiency – as distinct from longer term effectiveness in terms of better designed projects, local ownership, innovation and, crucially, building social capital - can give rise to dissension, distrust and disengagement.  It must be emphasised that the challenge of building the shared working norms, shared values and eventually shared trust is the biggest challenge all successful partnerships (and their regions) will have to face. Moreover, given the complexity of the development problems encountered, it is crucial to ensure a wide and inclusive set of perspectives and experiences are taken into account – in defining the causes and identifying possible remedies.    

The CWRDP, as a national framework, will require County Partnerships, in addition to the review of county specific conditions and needs as an integral part of their county development strategy formulation, to link with neighbouring counties to assess «common» needs and priorities to be addressed. This «wider region/inter-county» context will be a specific chapter in each County Development Strategy and will have the effect of ensuring a more outward looking approach. Guidance on the wider region dimension will be set out in more detail in the later Guidelines. 

County Partnership members will require training and technical assistance to enable them to carry out their responsibilities in this context. It is expected that much of this will be provided through support projects under CARDS 2004 and PHARE (IB) 2006 and IPA beyond 2007. 

Capable and Professional County Development Units/Agencies
In the context of the CWRDP a new unified county planning and development support system will be set up and consolidated during the period of the NSRD. This will involve the emergence of a new cadre of development professionals working at county and inter-county level through the network of County Development Units/Agencies to serve and support the County Partnerships. 

The CDU/A will become a catalyst for development in the county – with multi-disciplinary teams – and a mission to service and support development. The aim of the CDU will be, besides supporting and facilitating the partnership, to stimulate, support, encourage development in many different forms across the county – and not act as a further layer of bureaucracy. 

Institutionally, there are different options for the location for the County Development Unit/Agency. It will be the responsibility of the County Partnership to decide which type of structure best suits the development needs of the county. However, the CP, as the “executive board” for the County Development Unit/Agency will also be required to satisfy national standards for the Units, in terms of professional capacities, skills, qualifications and experience of staff (to be defined). In all cases, the role of the County Development Unit/Agency and its relationship with the County Partnership would be set out in a form of contract (or service level agreement). All will require financial support from central government (see below Delivery mechanism). Institutional options include: 

· CDU within the County administration

· CDU services provided through autonomous agency 

Whatever the location, the County Development Unit/Agency would support the County Partnership (and sub-groups) in its work, undertake research, facilitate consultations with local interest groups, prepare strategic documents including realistic financial plans, support CP members in negotiating CDS, support  the Partnership and other local actors in preparing projects, monitoring and overseeing the implementation of the CDS.

The CDU/As, will have a bigger structure than current Project Management Units where these exist to support ROPs, better trained staff, and a full range of responsibilities regarding:

· An executive agency (body) for the County Partnerships 

· Preparation, update and mid-term review of the County Strategy.

· Financial planning and annual budgeting 

· Carry out sectoral and feasibility studies  

· Starting from strategic planning, the formulation of specific projects, on the basis of the priorities established in the County Partnership, and according to international standards (Cost/Benefit analysis, EIA, etc). 

· Funding, donor and project coordination at County level, regarding the CDS implementation.  

The development capacity within counties will be developed with the support and guidance from MSTTD which will provide external expertise as well as a day-to-day assistance to the CDU/As. This will be realized in the form of training and skills acquisition, TA and consultancy, study visits and networks. As stated above, in the case of County partnerships, such activities are likely to be supported by EU pre-accession instruments over the accession period.

The level of co-funding provided by the Central Government to the CDU/As will largely depend on their level /degree of development. In the national guidelines, the criteria by which additional support to poorer lagging Counties will be provided should be clear – but conditional upon effort and performance. 

Objective Three

To prepare coherent needs-based integrated strategies for the sustainable socio-economic of counties and wider regions based upon the full participation of all relevant development stakeholders at those levels.

Coherent needs-based integrated County Development Strategies 

The County Development Strategy (CDS) will be based upon carefully examined development needs of the county, which would involve participation and consultation with all relevant actors. According the specific situation and needs of the county, the CDS will establish a set of development priorities on the county level. It will represent a basis for the agreement with central government to finance projects in line with the priorities outlined in the CDS.

Minimum requirements of the CDS

The national Guidelines will prescribe the minimum requirements of the CDS, which include the structure, procedures for elaboration, minimum acceptable contents, expected results and the main elements. These elements include specific chapters on local development initiatives, Disadvantaged Areas and islands provided such areas exist on the territory of their county. A special chapter on the development issues to be solved together with neighbouring counties. It will also include a further chapter on issues to be solved with neighbouring countries – county/cross border.

National priority themes

It will specify in each of the mentioned areas and sectors the current national priorities (cross border cooperation, environment protection, SMEs development, etc.). However, the inclusion of national priority themes, including reference to European Community Strategic Guidelines, are intended to provide a set of development perspectives rather than any form of blueprint for county based development. It will be the responsibility of the Partnership, (with advice and support from the CDU) to define the most pressing strategic development needs for the county – keeping in mind the wider context of convergence with other regions of the EU. 

Scope and Contents of the CDS

The strategic policy focus will be the subject of further guidelines in the national policy guidelines. These are likely to allow for a wide and comprehensive approach encompassing the range of strategic socio-economic development bottlenecks facing the county, for example, 

· European Employment strategy and enhancing human capital 

· Promoting enterprise, innovation and competitiveness

· Improving access to public services,

· Improving access to essential and business infrastructures

· Restructuring local economy

The focus should be on problems and themes rather than sectoral. 

In addition, the National Guidelines will emphasise such cross-cutting development priorities as environmental sustainability, poverty and social exclusion, gender and equality issues. 

The remit of the Partnership, therefore, will be inclusive and broad in terms of the sustainable socio-economic development of the county. The County Development Strategy will be comprehensive, needs focussed, problem-solving, integrated – and strategic. It will include the following elements:

a) A long-term development strategy

b) A reflection and link  to the national priorities/themes

a. Introduced in national guidelines (based on NDP and ministries more detailed plans)

c) Chapters on what a county will need to do 'internally' to achieve its strategic objectives

a. Disadvantaged areas  

b. Islands

d) Chapters on what a county will need to do 'externally' to achieve its strategic objectives

a. With neighbouring counties/wider regions

b. Cross border
Besides, the CDS will have to be designed and operate in line with the new principles of County Partnership and County Development Unit/Agency – according to the standards to be set up in the CWRDP and the national policy guidelines.
The value-added of the County Development Strategy would be its relevance to the local situation; its ability to apply integrated responses involving different agencies; the scope offered through the strategy for a degree of experimentation – and most importantly in the sense of local ownership of the strategy.

Ex-ante evaluation criteria

Each of the CDS will be appraised by ex-ante evaluation, based on compliance with national objectives, relevance to local needs and coherence of the overall strategy.

Development Contract

County Development Strategies, elaborated according to the national guidelines, will be the subject of negotiations with central government institutions. These negotiations will lead to an agreement between central government and the County Partnership on the financial support commitments from central government for the realisation of agreed priorities within the strategy. This Development Contract will cover the period of the County Development Strategy and will be the reference framework for all future development funding from the centre to the county. Subsequent projects and bids for financial support from central government sources whether emanating from the partnership, or other socio-economic operators in the county (and wider region), will be required to demonstrate how the bid is related to the development contract. 

Delivery System

How will the County And Wider Region Development Programme be Managed? 

The County and Wider Region Development Programme would be managed at national level. The specific institutional arrangements are under discussion at time of drafting this text.  These would either involve direct management by the government institution responsible for regional development or may be delegated, in terms of implementation and day to day management to a National Agency for Regional Development (See Chapter 6). The managing body will consult with all relevant actors to prepare and agree the national guidelines for the Programme, it will be responsible for promotion of the Programme and providing guidance at the time of setting up the partnership, when necessary, for ongoing liaison with the county development unit, for coordinating and leading the negotiations around the county development strategy, for liaising with other central government institutions, for overseeing and monitoring the implementation of CDS, for preparing monitoring reports and annual report to the national Monitoring Committee for NSRD. 

It is recommended (see institutional section) that the units liaising with county partnerships and development units would be «regionalized». There would therefore be three (or four) wider regional offices (reflecting government decision regarding the number of statistical regions).

The central coordination (and managing unit) will be responsible for setting out the national guidelines and practical procedures as:   

· Timeframe set for preparation of county development strategy.
· Chapters, format and basic processes also described and set as standards for admissibility of county strategy.
· Financial support arrangements for building capacity – taking account of regional disparities.
· On-going dialogue, technical advice and clarification, advice on early drafts, etc.
· Submission procedure for CDS acceptance.    

· National evaluation criteria/standards for accepting CDS.
· Draft county strategy submitted to unit dealing with CWRDP in MSTTD (or Agency) for coordinating initial inter-ministerial consultation and appraisal. 

· Procedures in case CDS is not evaluated as admissible. If draft strategies considered inadmissible (on basis of pre-agreed and published standards) document returned to County Partnership – with clear indication of what has to be done to improve (ex-ante appraisals taken into account). 

· Procedures for negotiation (between the centre and county) of admissible CDS.  

· Procedures for the Development Contract elaboration and signing (The Development Contract sets out the financial commitment and the terms and conditions; agreed by Inter-Ministerial Coordination Group). 
· Admissible documents are then the subject of negotiation between the centre and county – open, transparent and rules based process – process led by MSTTD or NARD in close consultations with other ministries.
· County Development Strategy is the starting point in negotiations. Development Contract is the agreed end point and represents the priorities in the strategy to be supported (i.e. co-financed) by central government. 

· The Development Contract sets out the financial commitment and the terms and conditions. Agreed by Inter-Ministerial Coordination Group. 

· On foot of Development Contract, CDU/A begins to bring projects to more mature stage – and stimulate other socio-economic operators in the county to advance their proposed projects for submission for central government support. 

· Procedures for submission of project proposals to respective funding institutions – under rules for project competition and selection. 

· Monitoring procedures (Central unit supporting the measure will monitor progress).
How will the County and Wider Region Development Programme be Financed?

The financial resources for the Programme will be contained within a special budget line in the MSTTD (or other agreed institution) and indicated in the three year budget period 2005-2007 with provision for 2006 and 2007. These will be limited to the TA costs of setting up and supporting (through co-financing) capacity building – specifically the establishment and (initial) operation of the County Development Unit and to the County Partnership. 

It is important to achieve a balance between the principle of «local autonomy» and placing a value on the notion of «public good». The CDU must not become the «local office» of the MSTTD or any other central institution. It is critical therefore that, following start-up and initial functioning, the CDU should become capable of meeting a significant part of its running costs. However, it is undeniable that CDUs in the poorer counties will need substantial support from central government for some time to come. There is a clear case of «national public good» in contributing proportionately more to the development capacity of those lagging counties  - thus contributing directly to the national policy goal of removing or reducing disparities. 

The differentiated «capacity building support package» richer and poorer counties will be set out as part of the county development contract between centre and county – linking support contribution both to need and performance standards. Following initial start-up and co-financing (for example 50%) of total agreed running costs for first two years, the CDU in more prosperous counties would be expected to draw finance from local (county) sources (private as well as public) with (a maximum of) 25% support from the centre (ensuring compliance and respect for policy guidelines).

The principle of «own contribution» is crucial to the objective of moving towards local ownership, shared responsibility and partnership between local and centre. State co-financing and support can be an incentive to raise the balance (from a range of local sources). A critical element here is that such support will be linked to – and conditional upon – a significant development effort. In this respect it will differ considerably from the current system of «dotacije» for ASSCs (and H&M Areas).

As stated above, the Development Contract, agreed on the basis of the County Development Strategy, will provide the financial framework for the implementation of the agreed priorities within the Strategy. Individual projects arising from these priorities will be submitted to the relevant programme manager (within the context of the national sectoral programmes), demonstrating the link with the Strategy/Contract. These will continue to be subject to the terms and conditions for the programme in question. 

Delivery System (including roles, responsibilities and relationships)

1. MSTTD
· Preparing and management of CWRDP

· Facilitating inter-ministerial coordination 

· Preparing national regional development guidelines (requirements) for Counties

· Facilitating County Development

· delivering technical assistance for capacity building

· delivering financial support to CDU/As

· day-to-day assistance 

· Facilitating decision making within MSTTD on project funding

· Leading negotiation on and coordinating implementation of projects contained within Development Contract

2. Other government institutions

· Participating in policy making (inter-ministerial coordination lead by MSTTD)

· participating in national regional development guidelines preparations 

· Participating in negotiation, where necessary, on Development Contract with counties

· Deciding on development projects in line with CDS, Development Contract and implementing them

· Reporting to MSTTD on counties projects (applied/ funded), monitoring system

3. County Partnership

· Setting up and managing County Development Unit/Agency

· Preparing County Development Strategy in line with the government guidelines

· Implementation of CDS (3-year/annual implementation plan of strategy, decisions on projects, etc.)

· Monitoring outputs, results and impact of CDS

· Reviewing and updating the CDS

4. County Development Units/Agencies

· Facilitating County Partnership through CDS elaboration

· Planning and implementation tasks

· Supporting County Partnership

· Reporting to County Partnership

5. County – and other partnership members

· Participating in County Partnerships

· Regular consultation with the stakeholder group they represent

· Co-funding projects

· Implementing own projects

County and Wider Region Development Programme








Programme for the Development of Disadvantaged Areas                    
Background 

A significant part of Croatia consists of areas persistently lagging behind. Socio-economic disparities are widening and adversely affecting the pursuit of sustainable development and competitiveness in the country generally. Disadvantage stems from many different and often overlapping factors and, as pointed out in the Analysis, the problems faced and development needs vary greatly from place to place across Croatia. The majority of the existing government programmes do not target the development of lagging areas. Existing government instruments for addressing the development challenges of those areas are inadequately coordinated, integrated and focused and therefore do not often bring forth the expected results. Moreover, the county socio-economic stakeholders, especially in the most disadvantaged areas, are ill-equipped to identify and take action on the causes of disadvantage. Development efforts are mainly dependent on government activities and external donors. The links between the actors at county level and national institutions are weak. Among the reasons put forward in the Analysis and earlier rationale for the failure of existing forms of intervention to redress the negative trend is the fact that much of the support is provided as subsistence handouts rather than on the basis of shared development goals. Additionally, the support is most often delivered at a level at which it is unlikely to have durable effect, given the lack of critical mass. Even in circumstances of economic growth nationally, most of these areas will fail to take advantage of the opportunities on offer – for a number of reasons – in particular because of weak endogenous capacity. 

For these reason, the National Strategy for Regional Development (NSRD) proposes:
“setting in place an integrated multi-annual programme specially targeted at the development needs of those parts of the country which are designated as lagging behind. These are areas in which income (and GDP) per capita is estimated to be below (%-age to be defined) of the Croatian average as specified in the socio-economic criterion of the Law on the Areas of Special State Concern.”
Purpose

The Programme focus is systematically and actively upon tackling the causes of disadvantage in the lagging areas and building local capacity for development in those areas. It makes clear the intention of the intervention to enable the disadvantaged areas to move from persistent decline to sustainable development and competitiveness. The purpose of the Programme for Development of Disadvantaged Areas (Programme, PDDA) is: 

“to eliminate the disparities between disadvantaged areas and the Croatian average by enabling central agencies, regional and local actors to make a collaborative effort to maximise the development potential of those areas.”

Objectives 

The Objectives are set out graphically in the chart on page 43. The Programme for Development of Disadvantaged Areas will contain two main objectives on the programme level. They will contribute to the realisation of the Strategic Objective 1 of the NSRD defined as “all counties (and “wider regions”) enabled to contribute to sustainable national development and competitiveness and reduced social and economic disparities across the country”, and, more directly, to its Priority 1.2, which is “to support the areas persistently lagging behind to contribute to sustainable national development and competitiveness.” The two Programme objectives are the following:

1. To create an integrated national policy framework with an exclusive focus on the eradication of disadvantage and disparities and to prepare and implement an integrated Government Plan for Development of Disadvantaged Areas.

2. To build capacity nationally, within counties and within the disadvantaged areas to work together in purposeful manner to tackle disadvantage.
Overview 

The Programme for the Development of Disadvantaged Areas is an integrated initiative led by the Government Croatia with the explicit aim of reducing the significant development disparities between the lagging and more prosperous parts of the country. The Programme makes a major contribution to the overall drive for sustainable national competitiveness by taking action to removing the enduring bottlenecks to development, the causes of persistent disadvantage – and reversing the decline of these areas. 

The Programme will provide a framework for targeting disadvantage at a more strategic level. It will bring together all existing programmes, initiatives and measures in favour of areas designated as disadvantaged and reinforce the Government financial commitment to those areas, conditional upon the quality of the development effort at that level. The Programme will introduce new more focussed measures and initiatives, specifically to meet the needs in the disadvantaged areas, and complementary to the existing and other mainstream programmes and measures which are often “out of reach” of development actors in the poorer areas. A significant effort will be made to build the capacity of those involved in the target areas to play an active role in combating disadvantage and contribution to the sustainable development of the area.   

The Programme for the Development Disadvantaged Areas will be managed centrally and measured against development objectives – and the subject of an annual report to the Government (and possibly Parliament). 

Innovative Features of the Programme

There are a number of innovative features within the Programme, which differ from existing policies for tackling lagging or problem areas in Croatia. Firstly, the Programme is based on the definition of a single rather than multiple profile of socio-economic disadvantage as a unique grid for better targeting. Secondly, designation of disadvantage will apply to larger areas and to population thresholds more substantial (to be defined in Law on Regional Development) than is currently the case. Thirdly, given the persistence of social and economic decline in parts of the country and the importance placed by the Government of Croatia in addressing the issue, one national body will be designated to take overall management responsibility for the development of disadvantaged areas. This government institution will work in close conjunction with a range of development institutions at national level. Fourthly, state support to designated areas will be linked to the development efforts at the county level and conditional upon the activity of those involved in the designated areas. Finally, the PDDA represents a policy framework which will be used as the basis for drawing up an integrated Government Plan for Development of Disadvantaged Areas, providing a more coordinated, integrated and concentrated central level approach and, at the same time, developing capacity of national and local actors in tackling the causes of socio-economic disadvantage in the disadvantaged areas.

Description of Objectives

Objective One

To create an integrated national policy framework with an exclusive focus on the eradication of disadvantage and disparities and to prepare and implement an integrated Government Plan for Development of Disadvantaged Areas.

Mapping and Targeting Disadvantage

The Analysis and earlier rationale point to the fundamental need for a simplified, single and agreed definition of disadvantage, based essentially upon objective and measurable socio-economic indicators. This will constitute the basis for a national framework of the Programme for Development of Assisted Areas. The designation of disadvantage is intended to cover those parts of Croatia which are lagging significantly behind the national average and therefore far below the EU regional average. The map of “most disadvantaged areas” in the country will differ from existing arrangements in that the designation will apply to areas which are sufficiently large to provide critical mass, in terms of population size, which is to be defined, and yet sufficiently coherent in terms of territorial identity. While early stage work is ongoing in this critical area, it will take time and the dedicated effort of the policy management institution (during the first Action Plan) to ensure that the results of the exercise are carried through to the Law on Regional Development and into policy management and practice.

Coordinated Management Framework

It is essential to put in place an institutional framework at national level which will ensure that the Programme is effectively managed and that the policy goals and objectives are constantly kept under review. For these reasons, it is proposed that the Programme will be the responsibility of a single central institution, the national managing institution (Programme Manager) under the MSTTD. The Programme Manager will be responsible for agreeing development targets and priorities with appropriate state interventions focused on development needs in the disadvantaged areas with other central institutions (Ministry of Sea, Tourism, Transport and Development, Ministry of Economy, Labour and Entrepreneurship, Ministry of Agriculture, Forestry and Water Management, Ministry of Environmental Protection, Physical Planning and Construction, Ministry of Science, Education and Sport, Ministry of Health and Social Welfare, Croatian Employment Service, Fund for Regional Development, Fund for Development and Employment) to achieve the policy objective of reducing the disparities between disadvantaged and other areas.

Special Government Plan for the Development of the Disadvantaged Areas

The Programme Manager will negotiate with the government institutions and respective line ministries on their commitment and contribution to the designated within three year budget planning cycle. Based on the results of negotiations, the Manager will prepare a proposal for the Government Plan. The proposal will be consulted and approved by the Inter-Ministerial Coordination Group. The Special Government Plan for the Development of the Disadvantaged Areas will consist of measurable targets (with indicators) to be achieved, priorities, funding provisions and provisions for Programme management. The Programme Manager will monitor implementation and report to the MSTTD which will evaluate the impacts of the Government Plan. The focus of the Government Plan will be on tackling the disadvantage which makes it a necessary and integral part of the national sector strategies.

Thematic Priorities for Tackling Disadvantage in the Disadvantaged Areas

As stated above, the Special Government Plan is the platform upon which central agencies can work together to tackle disadvantage. The government programmes will be the instruments and interventions to be used in three specific policy areas:

· Economic development

· Human capital development 

· Infrastructure development

Government institutions will participate in preparation of an integrated Government Plan for the socio-economic regeneration of the area covering the priority themes. From its inception, in addition to easing access to relevant existing mainstream interventions in these areas, the Government Plan will:

· introduce a package of new measures within the same policy areas, specifically designed to meet the needs of those areas and

· provide the means to build the capacity at local level to enable development stakeholders in the designated areas to play a more active part in defining local needs and priorities and developing appropriate integrated local solution.

The current government interventions, described in more detail in the Analysis and summarised in Annex I, target the lagging areas using specific programmes and projects of its line ministries and specialised institutions, such as Fund for Regional Development, Fund for Employment and Development, Croatian Employment Service and some other public institutions and companies (Croatian Bank for Reconstruction and Development - HBOR, Croatian Waters, Croatian Roads, etc.), applying to one or more specific types of lagging areas. They can be broadly summarised in interventions in the field of local infrastructure, housing, tax and customs duty incentives, stimulation of agriculture, support to the entrepreneurs (credit lines, subsidising interest rates), strengthening fiscal capacity of local units and others.

Needs Objectives and Indicators

The Special Government Plan for Development of Disadvantaged Areas would contain a number of socio-economic objectives to be achieved, indicators that would be used to monitor and evaluate the results and impacts of the Plan, as well as funding provisions for the measures. The exact set of indicators will depend on those chosen in the new model of designation of disadvantaged areas.

The overall objective of the Government Plan is “To reduce socio-economic disparities between disadvantaged areas and the rest of the country”. 

There are several social and economic indicators for measuring the progress and evaluating achievement of the above objective, such as percentage of disadvantaged areas within the country, personal income per capita, budget revenue of local units per capita, number of new jobs and enterprises created, unemployment rate, employment by sectors, share of persons with higher education, migration, population density. 

More specific objectives for each policy areas include the following. 
The objective for local economic development, for instance, is expressed as “To improve the standard of living of all citizens through increased economic activity in the disadvantaged areas”. Possible indicators include income per capita, budget revenues without subsidies per capita, unemployment rate, employment in sectors, number of new enterprises, business start-ups. 

The objective for local human capital development is formulated “To improve the quality of labour force (skills and knowledge) and human and social capital in general”. Indicators can include share of persons with higher education in population, the share of population without education, share of population with specific skills, unemployment rate, participation of communities in development process. 

The objective for local infrastructural development is “To improve living conditions and working conditions in the disadvantaged areas.” The indicators related to basic infrastructure would include travel time between centres, number of business services that can be reached within certain time, share of dwellings connected to the sewage system, percentage of households with internet connection, and similar. In addition, indicators for new measure would comprise migration, physical improvement of village and urban environment, satisfaction level with their own living environments. 

Following section outlines examples of supported measures for each of the policy fields.

Local Economic Development 

The lagging areas are typically characterised by lower level of economic activity, having a weak enterprise base with lack job opportunities. Rural areas, within lagging areas, are over-reliant on uncompetitive agriculture, while in more urban areas much of the industrial base is outdated, unable to compete and provide sustainable opportunities for employment.

Making Existing Programmes and Measures More Accessible and Relevant to Needs of Disadvantaged Areas

From the inception of the Programme for Development of Disadvantaged Areas, there will be a concerted effort on the part of the Ministry for Economy and the Programme Manager to explore and agree mechanisms which will make existing measures more accessible to potential beneficiaries in the designated areas. These will include: unemployed, war veterans, women, young people, farmers, and socially marginalised groups. As stated above, changes will include special conditions for such target groups – weighted selection criteria, promotional activities, training in project preparation.

Measures supporting Small and Medium Sized Businesses in the Disadvantaged Areas 

There will be a need for new measures specially designed to meet the needs of small scale entrepreneurs and potential entrepreneurs in the disadvantaged areas. Existing small businesses in such areas – commonly require support in the form of advice and guidance in the preparation of business plans, market survey and business management skills. Information on existing government schemes is often lacking – and the concept of first step business counselling and support needs to be developed. Likewise, mentoring services for micro enterprises (1-2 persons) often outside the scope of other publicly funded initiatives would be particularly useful for the types of micro enterprises operating in these areas – and interested in growth. The promotion of business networks among small and larger enterprises in the target areas needs to be further developed. Studies and surveys of the potential for “local sourcing”, which will require building links into supply chains (for larger firms often outside the designated areas). Actions could also include joint promotional activities with local firms, cooperatives and traders concerning access to research, training and education and marketing expertise. The role of the university and higher education sector, in relation to supporting business development in the disadvantaged areas, needs to be strengthened. 

Access to Finance for Small Firms in the Disadvantaged Areas

Access to finance is a particular problem for most small businesses – and more so for business start-ups – in disadvantaged areas, especially those in higher risk groups or more innovative fields of activity. There is a need to extend the range of such instruments to include micro-finance schemes (grants and soft loans) which specifically target small firms from the disadvantaged areas – lighter entry conditions, simplified application procedures, stimulating local participation through support for credit unions and cooperatives, mutual guarantee schemes for entrepreneurs in designated areas, for example.

Promoting New Business Start-ups

It will be important to facilitate business start-ups through programmes designed to tap into the potential for enterprise among both workers and unemployed from the designated areas. Support can be made available for programmes at local level aiming to encourage business start-ups among such groups – centring on business skills training, personal development and maintaining motivation – from pre-business plan (testing and taking ideas through to business plans) to post start-up support. Such an effort will require specialist expertise and financial support from the central level. 

Promotion of an Enterprise “can-do” Culture

The promotion of an enterprise culture in the disadvantaged areas can also be achieved by more innovative local actions to strengthen links between schools and local industry and business organisations generally. These measures, for example, can include work experience for school leaver groups, business education in schools, work placements in industry for teachers, junior enterprise games and other enterprise promotional tools. 

Business Development in Rural Areas

In rural areas of designated disadvantaged areas, the farm sector cannot alone support viable rural populations. There is a need to encourage business development through diversification in its different forms. Diversifying farmers and farm families, especially those in disadvantaged areas, have specific needs such as advice, guidance and practical supports which are not normally available or accessible (unaffordable) through existing agencies. In many cases, it will be necessary to equip farm advisers and other business support bodies in the designated areas with new skills to meet the task. 

These groups have much the same needs as small enterprises and potential entrepreneurs in the non-rural sector, such as access to low cost finance. These services would also be available to rural entrepreneurs. 

Local Human Capital Development

The predominant features of disadvantaged areas include the high level of long-term unemployment and exclusion for many from the labour market, underemployment, low level of educational attainment and skills base, restricted adaptability of workers employed in declining sectors and unemployed workers. 

Pathways to Employment

The challenge is to open up the pathways to jobs as the local economy develops - by improving employability. It will be important to put in place local outreach services capable of working with long term unemployed groups and with educational, training and employment services providers, in order to identify needs and personal development opportunities and also to provide information on local jobs. 

In the absence of jobs in the short term, it is critical to envisage activities which will enable the long-term unemployed to begin acquire skills which will improve their employability – through engagement in intermediate labour market schemes, most often in what is called the “social economy sector”. Examples of such programmes can be found in construction, waste management and recycling, public housing repair, community service provision such as care of the elderly and other social groups, working with community associations. These may also include local schemes in such areas as environmental improvement, community amenity, heritage and cultural projects. It will be important to link such activities to the acquisition of new skills and qualifications. 

Local Employment Partnerships

The local employment partnerships which are being piloted in several disadvantaged parts of Croatia will offer valuable lessons in relation to the dynamics of the local labour markets. These will play a major role in identifying local needs, local causes for disadvantage, and developing innovative remedies to persistently old problems. 

Tackling Disadvantage through the Education Sector

A major blight on the development prospects of the designated areas is the low level of educational attainment which, in broad terms, characterises the workforce in low paid jobs. There is a significant role for education and training institutions in finding new and better ways of preventing early school leaving without adequate qualifications – and also promoting second chance learning to unemployed adults and those seeking to improve livelihoods in the target areas. In the context of the Programme, the institutions responsible for education, youth and training will work with the local action groups (local employment partnerships mentioned above) to identify more appropriate means of intervention to avoid drop-out and, at the same time, cater for at-risk groups of young people, at school or unemployed.

Community Development

Much of the effort throughout the Special Government Programme is directed at enabling local people to influence and take ownership over the development of their places. It is based on the recognition that in many of the disadvantaged areas, as a result of recent traumas or long-term poverty and exclusion from mainstream social and economic activity, many communities lack the confidence and the know-how to participate in planning and managing development. It is important therefore to develop measures that will develop and strengthen the capacity of local communities identify local needs, make the case for effective remedy and take an active part in its implementation. Assistance will be provided to improve the participation of community organisations in the development of their areas. Actions will include training in community leadership, communication and facilitation skills. Support will also be provided for networking and exchange of information and experience. Such activities will be directed, in the first instance, at most disadvantaged groups (e.g. women, farmers, war veterans, young people, minorities and other socially marginalised groups) and will contribute to all of the actions aiming to build the capacity of local groups in the target areas to undertake more substantial initiatives for the development of their areas. Support will also be available for training and employment of community workers to support the delivery of the measure.

Understanding the Causes of Local Disadvantage 

There is value in undertaking research in these areas into the relationship between educational experience and the cycle of under-achievement, unemployment, poverty and exclusion with a view to understanding better how national policy and local action can combine at critical points to ensure the pathways to employment and enterprise are kept open. This will require investment through the technical assistance component of the Government Plan.

Local Infrastructural Development 

As for each of these priority areas below the provision for basic local infrastructure will be in the context of the mainstream national programmes, supplemented by additional assistance from the Programme Manager.

The major part of this component will include support for urban and village improvement measures.

Urban Improvement Measures

In urban parts of the designated areas, these will take the form of an integrated area renewal action plan led by the local authority with the participation of state and local private sector support. Works could include urban landscaping, development of riverside potential, pedestrian areas, eradication of derelict sites, street improvement. The aim will be to improve their capacity to attract and sustain an enterprise base. This measure will be managed by the MMTPR. 

Village Renewal
In the smaller rural villages in the disadvantaged areas, the Programme will support works which form part of an overall plan for village renewal. These will encompass a range of improvement measures which will help to underpin the future development of the villages concerned and their rural communities – making the villages and surrounding areas more attractive for enterprise development. Typical works will include – village landscaping and conservation of traditional buildings and rural heritage, general amenity improvements, development of meeting places, community resource centres. This measure will be managed directly by the Ministry of Agriculture.

Providing Opportunities for Meaningful Work and Training

The component would also provide real and practical opportunities for meaningful work and training in the disadvantaged area. Many of the more local projects envisaged in the above urban and village based schemes will fall into the bracket of intermediate labour market activities (see section in Human Capital Development – Pathway to Employment). The work in these cases could provide opportunities for project training, work experience and direct employment for unemployed people in the target areas. Such projects will add significantly to the attractiveness of the areas as locations for investment and new businesses and contribute to the employability of those involved.  

Infrastructure Needs for Islands

The infrastructure needs of remote, peripheral, isolated and depopulated areas of the country, such as island communities, which are less easily dealt with in the context of mainstream programmes will be included under this priority component. 

Objective Two

To build capacity nationally, within counties and within the disadvantaged areas to work together in purposeful manner to tackle disadvantage.
Much of the effort over the early years of the NSRD will be directed at training, technical assistance, skills acquisition, preparation of County Partnership Working Group local strategies (Chapter of County Strategies), as well as consultations with the government institutions on their programmes commitments.

Building Capacity Nationally

The success of the Programme will depend to a large extent on the capacity of the Programme Manager and its grasp of the policy goal and tasks. A more structured approach is required by the government institutions to tackle disadvantage and work together with the Programme Manager and with a wide range of county and local level actors. It is altogether different from welfarism and singularly directed at tackling development problems of disadvantaged areas on the basis of measurable objectives. The work will require a shift from subsidy thinking to more proactive and integrated interventions towards sustainable development of the disadvantaged areas. It will require a new cadre of development professionals within the managing institution and across other government agencies – with new skills, spectrum of backgrounds, professional training – capable of working with a wide range of socio-economic actors from the designated areas. It will require ministerial (MSTTD) leadership and policy coordination.

The Programme Manager will be responsible for adapting its structures, developing new procedures and tools, and capacitating its staff in order to apply new approach to development of disadvantaged areas. As described in the Institutional part of this document, Programme Manager will establish and work through its regional offices (number to be determined based on the NUTS II decision) to provide adequate support and guidance to the development actors on the county level (County Partnerships, County Development Units, County Partnership Working Groups for Development of Disadvantaged Areas). In the early years of implementation of the NSRD focus will be on building capacities and structures of the Programme Manager (at the central level and in regional offices), while in the later years Programme Manager will be able to provide TA and training for capacity building to the county and local level. Much of the capacity building work for both central and county level can be supported through available EU CARDS, PHARE and IPA assistance, as well as World Bank’s Social and Economic Recovery Project.  

Building Capacity within Counties and within Disadvantaged Areas 

The PDDA will focus on taking action to empower both county and local actors in disadvantaged areas to engage fully in the task of rebuilding and developing local economies and local communities. It is acknowledged that this will take time and resources to mobilise local development actors and facilitate the acquisition of skills necessary to meet the challenge. This will require investment in new professional training programmes – some long, some of shorter duration. The PDDA will make provision for this type of skills acquisition making full use of pre-accession instruments as well as national resources and donor funds. 

Before the implementation of the new model designation of disadvantaged areas, it will be necessary to mobilise, train and engage local socio-economic actors in the lagging areas to meaningfully participate in development effort to tackle the disadvantage in their areas. The main responsibility for training of local actors will be with the Programme Manager’s regional offices. However, the County Development Units/Agencies will also have a substantial role to play in assisting interested local groups in the preparation of projects which can be financed through existing government schemes and later through the Special Government Plan for the Disadvantaged Areas. 

Once the designation of disadvantage exercise is finalised and the disadvantaged areas are identified (aggregated to achieve critical mass/size), County Partnerships with those areas will be invited to set up a Working Group for the purpose of tackling socio-economic disadvantage. In the early years, the main development activity of the Working Group will centre on acquisition of such skills as collaborative working methods, analysing causes of local disadvantage, identification of priority needs, leadership skills, building consensus, preparing and managing local development strategies and dealing with officials and decision makers generally. At a later stage they will engage in organisation of project preparations and facilitation of project implementation. Training and support for the Working Groups will be provided by the Programme Manager, both at a national level and through the support of its regional offices.

It will be important to continue throughout the period of the Programme to build the capacity of potential local beneficiaries, including local groups, to prepare projects likely to attract support from the range of measures provided for in the Special Government Plan for the Development of the Disadvantaged Areas. Over time, the skills and know-how acquired at this level will become a significant development asset in these areas. There will be opportunities to introduce some of the practice of local development through a number of pilot projects in area-based development. As earlier stated, there are already a number of local employment partnerships operating in some of the most disadvantaged areas in Croatia. From 2007, the Ministry of Agriculture is likely to embark upon a process of skills acquisition and pilot projects for the purpose of establishing Leader-Type Local Action Groups to stimulate the development of rural areas. A number of pilot actions in local and community development tackling poverty and social exclusion have already been successfully completed generating valuable lessons for policy makers. These separate initiatives will serve to raise awareness of this type of development initiative and will provide a useful experience base from which to build in the later stages of the Government Plan for the Development of the Disadvantaged Areas.  
Implementation and Timing

The starting point in the overall process of evolution is to arrive at an agreed map of disadvantage in Croatia which designates areas which are sufficiently large to allow for a more strategic focus and avoid spreading scarce resources too thinly. Despite that much of the initial work on this task is already under way it is likely it would take some time before such a map is adopted in the Law on Regional Development during the period of the first Action Plan.

Phase I (2006-2007)

The Programme features a gradual shift from the existing exclusively sectoral and uncoordinated national top-down measures (current situation) to a coherent, coordinated, focused and integrated set of government interventions based upon the specific needs recognised in the local development strategies for the disadvantaged areas by 2013. The PDDA will initially focus upon creating a coherent development framework for the existing national (programmes and measures currently in operation through central government institutions) and other measures (e.g. Social and Economic Recovery Programme, “EIB I”, part of “EIB II”) for the lagging areas (see Annex I). Each of these has its own set of development objectives, rules, procedures, target groups and are managed quite separately – and financed from different sources. This will continue to be the case over the next years at least. However, the national institution charged with overall responsibility for the development of the disadvantaged areas, will have the task of negotiating with each of the institutions responsible special conditions necessary to ensure that these are made attractive, relevant and accessible to beneficiary groups in the target areas. These will include easing access to programmes and measures through weighting selection criteria in favour of such groups, special training and promotional activities. 

In many cases, as with mainstream funding lines, the additional Government effort will involve “topping up” the financial assistance directed at projects within the designated areas. The Programme Manager will have a special fund for that purpose. 

The Programme Manager will also be responsible for putting in place an over-arching management and monitoring framework making it possible to measure the sum of the parts. These arrangements will be described in detail in the Action Plan 2006-07. 

Also during the first years, the PDDA will require a significant effort in capacity building both on national and local levels, as an essential pre-requisite for the anticipated evolution of Croatian regional policy. “Soft measures” provided through technical assistance will include training, consultancy, mentoring, programming to meet the needs of disadvantaged areas, local studies, research and evaluation, study tours, dissemination of best practice. Much of the effort here will be directed at building the capacity for progressively involving local people in the development of their areas. The so-called “soft measures” will be described in more detail in the Action Plan for the first two years – and will seek to harness some of the EC pre-accession programmes CARDS, PHARE, IPA, as well as World Bank’s Social and Economic Recovery Project. 

A significant output from this period will be the adaptation of existing measures/initiatives to meet the needs of disadvantaged areas, as well as the preparation of a new generation of special measures designed specifically to assist development actors in the newly designated areas – infrastructure, economic development, and human resource development

Phase II (2008-2010)

During the first years of the Programme, much of the focus of the work behind the PDDA will be the preparation of a Special Government Plan for Development of Disadvantaged Areas. By the second phase (2008-2010), following the three year budget cycle planning, the Special Government Plan will bring together into a single programming framework those existing schemes, measures and initiatives which are seen to have a measurable impact on tackling the development needs within the designated areas. It will also include a range of new more purpose-shaped measures based on early stage work and best practice in combating socio-economic disadvantage (see section on Special Government Plan). The Special Government Plan for Development of Disadvantaged Areas will be incorporated into the Action Plan 2008-2010.

Phase III 2011-2013

In the last Action Plan (2010-2013) of the NSRD, building on the development effort of the previous five years – both in terms of progressively focussed top-down interventions – and capacity building measures,  it is foreseen that the Government Plan will further be developed and contain - additionally - a new integrated (territorially based) measure which will provide the means for putting local people in charge of shaping their future and working in partnership with county and national bodies to eradicate disparities.

Delivery System 

Roles, Responsibilities and Relationships of the Main Development Actors for the Development of Disadvantaged Areas

National Level 

The Minister for (Sea, Tourism, Transport and) Development, has overall responsibility for the Programme for the Development of Disadvantaged Areas. The Minister will report to Parliament annually on the impact of the Programme (and later Special Government Plan) for the Development of the Disadvantaged Areas. 

The direct day-to-day management and planning exercise itself will be done by a single national managing institution designated by the MSTTD – Programme Manager (to be decided within the institutional framework). This body will report to the MSTTD on the implementation of the PDDA. 

The Programme Manager will work in close cooperation with the government institutions which have traditionally supported the development of the “assisted areas” – Ministry of Sea, Transport, Tourism and Development, Ministry of Economy, Labour and Entrepreneurship; Ministry of Agriculture, Ministry of Education, Science and Youth, Ministry of Environmental Protection, Physical Planning and Construction, Ministry of Health and Social Welfare, Croatian Employment Service, Fund for Regional Development, Fund for Development and Employment. These latter will continue to be responsible for the management and implementation of their respective programmes, measures and initiatives. However, the Programme Manager will work with the mentioned institutions in order: 

· To ensure an agreed level of funding for disadvantaged areas 

· To ensure that special account is taken of the needs of disadvantaged areas (e.g. weighted selection criteria in favour of such areas)
· To agree conditions for “top-up” financing
· To agree broadly common objectives and indicators for existing measures 

· To set in place an agreed single over-arching reporting and monitoring framework

·  To develop package of new specific measures for inclusion in the Special Government Plan  
All of the institutions involved would be required to report to the Programme Manager on actual performance against agreed targets and objectives. The reporting and system will be defined in more detail in the Action Plan – for putting in place in the first period. 

The Programme Manager will have its own budget for stimulating the development of the Designated Disadvantaged Areas. However, this resource will be used as a co-financing top-up tool (in the first years at least) to supplement the allocations drawn from other funding ministries against their existing (or new) funding lines for projects to be financed in the target areas. The financing plan for projects supported in this way will be a combination of assistance from the sectoral ministry, top-up from the Programme Manager and local base financing. The Programme Manager will also reserve a percentage of its budget resource for the purpose of building capacity for development through technical assistance, (training, pilot projects, studies, research and consultancy)

If the Programme Manager is to fulfil its main policy task as the institution responsible for leading the Government initiative to eliminate socio-economic disadvantage, it must also work closely with those involved in county development and with development actors in the disadvantaged areas. The role of these bodies is described below. 

In the Counties and Designated Areas of Disadvantage

Role of County Partnerships 

Those County Partnerships having designated areas within their county boundary will be asked by the MSTTD, through the Programme Manager, to identify and justify development needs of their designated areas and to plan projects to meet these needs based on government sector policies stated in the CWRDP Guidelines. County Partnerships will be required to establish a Working Group for Development of Disadvantaged Areas. Each County Development Strategy will include a chapter on disadvantaged areas. However, Counties, having less than 10% of population
 living in areas designated as disadvantage, will not be part of the Programme for Development of Disadvantaged Areas. These small areas will be dealt with through the County Development Strategy.

County Partnership Working Group for Development of Disadvantaged Areas

The Working Groups will consist of local people from different socio-economic interest groups – local self government, civil society, social partners including farm groups, government agencies operating at local level. These will be set up under the auspices of the County Partnership and will involve nominated members of the County Partnership as well as nominated representatives from the sectors listed above which are active in the target area. Their main responsibility will be to coordinate and organize the elaboration of the Chapter on disadvantaged areas within the County Strategy, to stimulate and lead the development process in the target area and to facilitate project preparations. They will also be responsible for monitoring the realisation of their plans for disadvantaged areas and investment from central institutions into the development of the area. The Working Groups will work closely with, and be supported by, the Programme Manager, who will aim to strengthen their capacity to empower them and their communities to play an active and important role in development of their areas.  

County Development Unit/Agency

The County Development Unit/Agency will also be engaged in an ongoing supportive role, facilitating the Working Group through the work involved in the definition of needs, consensus around priorities and preparation of the above mentioned Chapter, which is to set out plans for tackling disadvantage and be included in the County Strategy. 

Programme for the Development of Disadvantaged Areas



Cross Border and Inter-regional Development Programme 

Background

The Cross Border and Inter-Regional Development Programme (CBIDP) differs essentially in its logic from both the County and Wider Region Development Programme (CWRDP) and the Programme for Development of Disadvantaged Areas (PDDA) in that it is driven by wider than purely national considerations. The primary motivator is European integration and reduction of the negative effect of borders on the development of the single EU market and the EU. Therefore, while both other programmes of the National Strategy for Regional Development (Strategy, NSRD) need to take into account EU regional and cohesion policies, their critical policy parameters are defined by national imperatives. In the case of the Cross Border and Inter-Regional Development Programme (Programme, CBDP) the reference framework is much wider and the development instruments are EU financed programmes and initiatives. 

In the programming period (2007-2013) the EU is proposing to introduce certain changes to its regional policy affecting the cross border cooperation activities. Territorial Cooperation is proposed as the third of the three main policy objectives of the cohesion and structural policies of the EU. The main structural instrument, the European Regional Development Fund, envisages an increase in the resources available to support European territorial cooperation. These funds will support investments to promote cross-border, transnational and interregional cooperation programmes. The proposed new regulations also place much emphasis upon the need for better “implementation conditions” for cross border cooperation, taking into account the experiences of member states up to the present. Croatian regional policy needs to take these factors into account when formulating its own policy towards cross border, transnational and inter-regional co-operation. 

As it was explained in the Analysis and rationale (Vision, Objectives and Priorities document), given its extensive borders, interfacing six quite different neighbours, it is in Croatia’s national interest to adopt a more strategic position in relation to cross border development. The Analysis pointed out that Croatian involvement in most cross border cooperation programmes up to the present, namely with EU neighbours (Italy, Slovenia, Hungary) within INTERREG
, has been driven by priority considerations from outside the country. Although there is some existing cooperation driven by considerations from both sides of the border
, most of cross border cooperation involvement has been limited to local actions which coincide with objectives pursued by neighbouring EU countries. Moreover, the lack of financial resource on the Croatian side, rather than the absence of good ideas for projects, has contributed to such a situation. While these projects have been beneficial in themselves, to achieve lasting impact in reducing the negative effect of border in the local and regional economies that make up much of Croatia, it is critical to take a more managed and coordinated approach. 

For these reasons, the NSRD proposes to: 

“put in place a Cross Border and Inter-Regional Development Programme under this priority. This will bring together, within a regional policy framework, actions for promoting development through cross border cooperation at local and regional level as well as more strategic actions aimed at facilitating integration into European single market.”

Purpose

Following the consultations around the concept of the Cross Border and Inter-Regional Development Programme, there is a broad consensus emerging that the focus of the CBDP should be on the regional and local impact of cross border development issues excluding wider trans-national strategic issues such as Trans-European Networks.
 In the further text, for the purpose of simplification, the term cross border cooperation (CBC) will at times comprise inter-regional cooperation, unless stated otherwise.
The Cross Border and Inter-Regional Development Programme has the explicit purpose of creating a context for development actors at local, regional and national level to work together in a more coordinated, systematic and strategic manner with partners from neighbouring countries (and in other parts of the EU) in order to reduce the negative effect of border and to promote economic and social cohesion. It will place a priority on cross-border development through co-operation at local and regional level as an essential condition for the sustainable economic and social development of Croatia’s extensive border areas. The Programme will also seek to use the means provided to build networks with other regions of Europe and to benefit from the experience and innovation through the inter-regional component. While much of the action will take place at local, county and wider region level, the lasting effect of that effort can only be assured through strengthened central leadership and coordination.
Objectives

The Programme for development of border areas has two main objectives, which will contribute to the realisation of the Strategic Objective 1 of the NSRD defined as “all counties (and “wider regions”) enabled to contribute to sustainable national development and competitiveness and reduced social and economic disparities across the country”, and to its Priority 1.3, which is “to diminish the negative effect of borders to the development of counties by cross border development.” The two Programme objectives are the following:

1. To put in place a national system for the effective management and coordination of cross border development as an integral part of regional development policy. 

2. To improve the socio-economic situation of the different border regions in Croatia through effective cross border development.

Overview

The Cross Border and Inter-Regional Development Programme is the first comprehensive initiative on the part of the Government of Croatia to provide a single managed framework for the participation of local, regional and national actors in development actions involving cooperation with cross-border partners as well as those from other states and regions of the European Union. The Programme provides a context for national, regional and local priorities with the overarching objective of EU economic and social cohesion. The Programme will enable Croatia to be proactive in identifying needs and opportunities for cooperation with neighbouring countries or with other EU regions. 

As previously stated (Vision, Objectives and Priorities document), the Programme will have three main geographic facets – each with a distinct set of broad development priorities:

· EU Land Borders

· Non-EU Land Borders

· Maritime Borders 

The Cross Border and Inter-Regional Development Programme will provide the national framework, making best use of EU programmes supporting better integration, especially in the context of the Territorial Cooperation objective for the period 2007-2013, to enable local and regional actors to work collaboratively and engage with the relevant priority issues for each border type.

There are close links between the Programme for Cross Border Development and the County and Wider Region Development Programme as well as the Programme for Development of Disadvantaged Areas. Given the relationship between cross border development and balanced regional development, it is crucial that the institutional arrangements for the management and delivery of the CBDP will be much more closely integrated with those for regional policy generally.

Innovative Features of the Programme

The Cross Border and Inter-Regional Development Programme introduces a set of innovative features which will assist Croatia to engage in effective management of cross border and inter-regional cooperation and to improve socio-economic situation of its border regions. Firstly, it will integrate cross border and inter-regional cooperation into the National Strategy for Regional Development, making it an integral part of Croatian regional development policy. Secondly, it will put in place a new institutional framework for management and coordination of cross border and inter-regional cooperation activities within one single institution. Thirdly, it will provide a basis upon which national, regional and local priorities will be linked into a wider territorial cooperation. Fourthly, it will outline three distinctive types of border areas with specific development needs and priorities. 

Description of Objectives

Objective One

To put in place a national system for the effective management and coordination of cross border development as an integral part of regional development policy.

A Framework for Consensus

Up to the present, cross border cooperation has been essentially driven by locally based individual project proposers taking advantage of opportunities identified within the existing programmes. It is important for Croatian development actors at national, regional and local level to translate the EU policy priorities for cross border and inter-regional cooperation into a coherent set of directions consistent with the objectives of the National Strategy for Regional Development. Work has already commenced in this respect through setting up in April 2004 the National Committee for Implementation of INTERREG III. The Committee has an advisory role and is responsible for providing opinion on national interests in deciding programmatic priorities, coordinating INTERREG and other related activities, as well as for providing advice and recommendation for negotiations with interregional INTERREG institutions and advising the Croatian partners involved in INTERREG activities. This Committee is consisted of representatives from central government institutions (15 representatives from ministries and central offices), Croatian Chambers of Commerce, Counties and NGOs.

The role and importance of the Committee will become increasingly important over the next years since Croatia will be expected to use the instruments available in the pre-accession and later Structural Funds context in a more proactive manner to address the many development problems along its extensive borders. Additionally, the recent inclusion of Croatia’s eastern (and non EU) borders within the scope of the range of EU cross-border cooperation programmes, will inevitably make further demands on the Committee in arriving at consensus. It will be important to strengthen the capacity of the Committee to act as a meaningful forum for linking central, regional and local concerns within a coherent strategic context. In addition to the current structure of representation, there is a need for other perspectives to be taken into account – local self-government and social partners. It is critical to draw in those involved in the socio-economic development of the larger towns and cities in the border regions, given, on the one hand, their impact on the areas in question and on the other, the effect of border on their development potential. 

Over time this body will serve as a catalyst for initiative and innovation at regional and local levels, drawing on the wider EU frameworks which will influence the shape of strategic orientations for cross-border and inter-regional cooperation.  

This will involve considerable effort in institution and partnership building which can be supported through EU pre-accession programmes in the first instance. It is inevitable that the increasing importance of this dimension of regional policy will pose significant management demands. 

A New Management Framework

Since Croatia has been involved in EU cross border and interregional programmes, overall management responsibility has fallen to the Ministry for European Integration (now MFAEI). This has been logical for a number of reasons – this institution enjoys close links with the European institutions and member states and is the national body responsible for coordination and oversight of all EU assistance to Croatia. Over the years, the Ministry has taken part in negotiations with the European Commission and neighbouring countries. It has promoted the various initiatives and facilitated the participation of local groups from those parts of the country eligible to take part. 

However, it is now time for cross-border and inter-regional cooperation to be integrated into the wider framework of regional policy. It therefore makes sense that the central government institution responsible for the management of the National Strategy for Regional Development will incorporate this area of policy into the Strategy. 

At present, there are several institutional options for the management of the NSRD under consideration. Whatever the outcome, the responsibility for cross border cooperation will move from the Ministry of Foreign Affairs and European Integration. In the event of a decision to bring all aspects of regional policy fully within the Ministry of Sea Transport Tourism and Development, this particular function would become a Directorate within the proposed Regional Development sector in the Ministry (or a Department within the Directorate for County and Wider Region Development). Should Government decide to delegate responsibility for regional development to a new National Agency for Regional Development (reporting to the Minister for Development), the function would be located there (see Chapter on Institutional Arrangement for Management of the NSRD).  

In either case, this transfer of responsibility and function needs to be effectively managed – in terms of personal and organisational development, skills retention and acquisition. The proposed institutional arrangements also envisage some de-concentration of roles which would involve field development staff working through regional offices (set up in agreed NUTSII areas) to stimulate and promote cross border cooperation in the different types of border areas. 

It is premature at this stage to make any provision for the establishment of “European Groupings of Cross-border Cooperation” (EGCC) as described in the Proposal for a Regulation of the European Parliament and of the Council published in July 2004. Firstly, this document remains a proposal in the absence of an agreement to date on the financial perspective 2007-2013. Secondly, given the complexity of Croatia’s border geography, more consideration is required as to how such an arrangement would apply. In any event, the proposal makes clear that the EGCC will remain optional as institutional form for management of cross-border and interregional cooperation. However, the managing institution for cross-border development will have to agree joint management arrangements with the counterpart states involved. 

Links with the County and Wider Region Development Programme

The National Strategy for Regional Development seeks to optimise the synergies arising through the different programmes and institutional arrangements. As made clear earlier (see chapter on CWRDP), the County and Wider Region Development Programme represents the main development planning and management system. It will provide the “development infrastructure” which makes possible the delivery of all national programmes in favour of development of the regions – through county development strategies and development contracts. 

Each County Development Strategy will be required to include a chapter on cross-border and inter-regional cooperation, based on local needs and opportunities and taking account of overall national guidelines and priorities. This discipline will make it possible for interested groups, stimulated by the County Development Unit/Agency, (supported by CBC development staff based in the wider region offices) to take a more proactive approach to the exploration of possible investment and actions in this area, based on the development priorities arising from the work of the County Partnership.

Links with the Programme for the Development of Disadvantaged Areas

Likewise, the County Partnership Working group for Development Disadvantaged Areas will be encouraged and supported (by CDU and CBC field staff) to identify opportunities for cooperation with cross border neighbours and from other EU regions to tackle the causes of socio-economic disadvantage. These could include joint actions with groups across the border or exchange of experience and networking with other regions across the EU – aimed at increasing their effectiveness in combating long-term unemployment, eradicating poverty and social exclusion, promoting enterprise and initiative among disadvantaged communities. 

Local groups will be supported in creating and building links with cross border partners or in other regions - and in the preparation of the project proposals. 

Objective Two

To improve the socio-economic situation of the different border regions in Croatia through effective cross border development.

The difference of socio-economic situation in Croatian border areas depends to some extent, besides the development factors within the country, on the level of development of the neighbouring border area. The border areas next to the EU member states are usually more developed than those bordering with BiH and Serbia and Monte Negro. Croatian regional development policy has to formulate coherent priorities for cross border development relevant to each of the border types and define the appropriate cross-border development topics.
Three Border Types 

Three main different border types can be identified in Croatia, each of them having specific development needs to be solved in cooperation with neighbouring countries and other countries. They are as following:

1. EU Land Border

2. Non-EU Land border

3. Maritime Border

Some of the development challenges facing local and regional actors in the three types of border interface are briefly outlined below. The development challenges pertaining to border areas with the EU countries relate to more efficient use of existing resources (along both sides of border), such as creating joint labour market and drawing benefit from the single market. With non-EU countries there are issues significantly obstructing the development of the local and regional economies, such as property rights and access to resources, like water and energy management. The maritime border areas specific cross border development issues are generally linked with the development of tourism, sea transport and environment protection. 

Thematic Priorities for Cross Border Development

In the absence of defined set of national strategic development objectives and priorities it has been challenging to formulate and propose a group of broad thematic priorities at national level, which should be applied in cross border cooperation programmes. In the process of defining national priorities for future CBC programmes
, due consideration was given to the EU perspective and the focus for programming period 2007-2013. As envisaged, most EU external border countries, including Croatia, will be eligible for Instrument of Pre-Accession Assistance (IPA). However, it is crucial that CBC programmes are adjusted to particular circumstances, considering economic, social, physical and cultural specificities at local and regional level. For this reason, the precise thematic priorities for cooperation programmes, therefore, should be defined at programme level, involving the regional and local level as well as other actors relevant for regional development.

In the new programming period the EU will support the cross border cooperation programmes that cover a broad range of areas aimed at improving the economic and social situation of those living on either side of the border, recognising the particular challenges of border regions (geography, language, legal aspects, administration). These topics are essentially local in nature and include entrepreneurship and SMEs, tourism, cross border trade, protection and joint management of the environment, better access to transport, information and communication networks, water, waste and energy management systems, as well as health, culture and education infrastructure.
The Croatian National Accession Programme (NAP) for 2005 sets out the development of cross border cooperation programmes as a particular measure. The NAP outlines the priority activities with neighbouring countries, of which some are relevant to regional development. For instance, the activities with Italy are focused on strengthening cooperation between Croatian counties and Italian regions, environment protection (Adriatic sea), economic cooperation and establishment of industrial districts, security, fight against organised crime and illegal immigration, etc. With Slovenia the activities concentrate on improving economic, security, environmental and other types of cooperation. In addition to the activities mentioned in Slovenian case, the main activities with Hungary will include infrastructural development and protection of minorities. The priority activities defined with BiH and Serbia and Monte Negro and mentioned in the NAP are mainly dealing with legal and political issues such as return of refugees, property rights, border regimes, etc, which are primarily managed at national level. 

During the first part of the year, in March 2005, the MSTTD held the Workshop on Cross Border Cooperation, involving representatives from central government (MSTTD, MFAEI) and regional self-governments engaged in the cross border initiatives. The information received from the local and regional level representatives about the needs of their areas was especially important for formulation of the broad thematic priorities for cross border cooperation programmes, as well as interregional cooperation programmes.

On the basis of the results of the Workshop and previously outlined EU and national perspectives on their priorities in territorial cooperation, the thematic priorities and indicative areas of action for cross border and inter-regional cooperation programmes for each border type can be described as follows.

EU Land Border Priorities

1. To enable citizens and businesses to exploit the potential of the EU markets

· Improve the permeability of the border for Croatian citizens and businesses

· Improve the transport links

· Reduce the administrative obstacles between EU and Croatia

· Develop a common labour market

2. To enable local and regional actors to address joint challenges with their cross border counterparts

· Intensify coordination, cooperation and exchange of local project partners on both sides of the border

· Create a common touristic and cultural space

· Implement property rights

· Environment and nature protection

3. To overcome regional development disadvantages caused by separation through national borders

· Improve cross-border economic co-operation

4. To develop regional integration and a common identity

· Improve mutual access to health and education systems

· Valuate (joint) cultural heritage

· Improve cross border social and cultural exchange aimed at enhancing the area’s attractiveness as a residential and living space

· Create cross border cooperation and communication networks with a view to strengthening the regional identity of the border area

Non-EU Land Border Priorities

1. To promote political, social and economic stability in the region

· Continue to develop of a peaceful and respectful neighbourhood relationship with the people and counterparts on the other side of the border

· Overcome the effects of the homeland war (social exclusion, land ownership, property rights)

· Improve the security in the region (demining, prevention of human trafficking and smuggling, border management)

2. To ensure the access to resources (water, energy, raw materials, land owned by Croatian citizens)

· Introduce the effective resource management 

· Develop infrastructure (transport, energy, water-ways)

3. To renew and create a large integrated market in the region

· Assist Croatian SMEs to expand to South-East European market

· Develop economic clusters (e.g. food, wood industry)

· Assure access to raw materials

Maritime Border Priorities

1. To manage in a sustainable way the potentials for tourism and fishing

· Safeguard the fragile ecosystem of the Adriatic Sea (environment protection, including waste and water management, nature protection)

· Assure access to and protection of maritime resources (e.g. fishing areas)

2. To develop of a common, dynamic Adriatic economic space

· Create attractive conditions for economic activities in the coastal areas and on the islands

· Improve transport and transit infrastructure and services 

· Provision of efficient telecommunication access and sustainable energy supply

3. To safeguard a stable population structure of the islands 

· Improve the living conditions on the islands 

· Safeguard existing and create new sources of income for the local population

· Improve the accessibility/interconnection of the islands

4. To improve security and stability in the region (especially non-EU maritime border)

· Prevention of human trafficking and smuggling 

Implementation and Timing

Phase I 2006-2007

The most urgent activity to be undertaken during the first phase is the transfer of responsibility from the Ministry of Foreign Affairs and European Integration to the central institution which will take the lead role in the management of the NSRD. Once the decision on the overall management of regional development in Croatia is taken, by end of 2005, arrangements should be put in place to transfer the function. This will have budgetary implications which may delay the actual move until 2007. Given the work involved in setting up the institutional framework, this is more likely. It will be important to retain the institutional learning which has been built up over the years in the MEI/MFAEI and therefore to seek to retain, as far as possible the staff involved here. This will require support in the form of technical assistance geared primarily to organisational development, namely in the context of CARDS, PHARE IB or IPA support programmes over the next years. 

Phase I will also be dominated by the negotiations over the shape of the future structural and cohesion regulations, in particular, on the Territorial Cooperation objective. This is likely to be decided in 2006 and will frame the wider context within which cross border and inter-regional cooperation activities will be conducted over much of the next decade. It will be important, especially during a possible “inter-regnum” to ensure that these developments are closely monitored and that Croatia’s interest can be adequately ensured. 

A major issue will be the nature and shape of the joint management arrangements with neighbouring countries. While there is already a certain experience and practice with EU neighbours in the context of earlier cross border initiatives (mainly technical units set up on a project basis), as Croatia moves closer to EU membership, these may take on a different form (not yet possible to predict).  

Also, during Phase I, preparations for the full launch of the County and Wider Region Development Programme will be well advanced. A number of those County Partnerships currently operating ROPs will be undertaking a mid-term review – at which time they will be expected to start building in the core features of the CWRDP. In this context, the County Partnerships concerned will be invited and supported in engaging with cross border (and potential inter-regional) partners to identify and put forward proposals for cooperation.     

It is unlikely that there will be much work on the cross border or inter-regional dimension of the Programme for Development of Disadvantaged Areas during the first phase. 

A significant priority during the period will be continued capacity building for all of the groups involved. In addition to central staff, including those field development staff who will be assigned to the “wider region” offices, there will be a need to increase awareness, transfer new skills and know-how, build the experience of those involved in the County Partnerships, County Development Units. 

Up to the present, there has been no central government financial contribution to cross border cooperation, other than running costs (MEI staff costs, etc). There will be an increasing requirement for central government finance, at least in the area of technical assistance dedicated to building capacity at central, county and local level. 

Phase II 2008-2010 

By the end of 2007, it is expected that the regulations for EU structural and cohesion policies will be fully into force, making it possible for the Cross Border Development. Programme to begin to move into effect. The management unit will be in place within the central institution responsible for the implementation of the NSRD and the field units operational within the wider region offices. Existing consultative structures will be consolidated and strengthened. 

The national body responsible for cross border and inter-regional cooperation will be required to prepare a national framework based around the different linking instruments (INTERREG, IPA) for the 2007-2013 period. The national consultative body will have a significant role to play. Programming will be a fairly significant and potentially complex exercise, given the diversity of border types, and may require technical assistance. 

Once negotiated and agreed, the national framework for cross border and inter-regional cooperation will be communicated to County Partnerships to be taken into account in the County Development Strategies, as a separate chapter. The preparation of the cross border chapter will require a substantial effort on the part of a number of agencies to raise awareness, stimulate and promote response, and facilitate local action. Coordination of all the activities will be essential for the successful completion of this phase. The Commission’s proposals envisage new forms of joint decision making with neighbouring EU countries. As Croatia comes closer to membership of the EU, there will be a need to prepare for institutional arrangements which will facilitate more coordinated management of cross-border and inter-regional development. Monitoring and evaluation systems will be further developed - to reflect the demands of EU Structural Funds. The end of the period will coincide with the mid-term evaluations on the range of programmes carried out during the financial perspective. This will pose further demands on the managing bodies.

Phase III 2011-2013

By 2011, it is expected that the above arrangements are in place. Cross border and inter-regional priorities are identified in the context of County Development Strategies and projects subsequently prepared and submitted to the appropriate management authorities.   

Arrangements will be put in place for closure of existing programmes including final reporting requirements and ex-post evaluation

A major priority during the period will be the commencement of the next phase of programming. This will involve much closer working relations with a range of cross border and interregional agencies.  

Delivery System

Roles and Responsibilities

MSTTD

· Lead the cross border and inter-regional policy making

· advice and support the Counties on CBC
 issues (guidelines)

· formulation of national CBC objectives (negotiation positions) 

· coordination of financial planning for CBC programmes

· monitoring CBC programmes

· evaluation of CBC programmes impacts to local and regional economies

· manage the National CBC Committee

· consultations with the government institutions and the Counties with border areas on national CBC objectives

· coordination of planning and implementation of CBC programmes 

· assess CBC programmes efficiency

National Cross Border and Inter-regional Cooperation Committee (National CBC Committee) 

· Preparing national negotiation positions for each of border types

· organise sub groups around main type of border regions

· Assist MSTTD in its tasks

· coordination of activities

· assessment of impacts

Other government institutions

· Participating in CBC policy making and programmes in their sector specific issues

County Development Partnership

· Identification of cross border development needs as a part of County Strategies

· Nominate members to the National CBC Committee

· Facilitation of project preparations 

· Monitoring of CBC achievements (part of monitoring County Strategies)

Cross Border and Inter-Regional Development Programme 



A Unified Legal Framework for Regional Development 
1. Purpose of legal standardisation
As stated in the previous part of the strategic document, which defined the vision, objectives and priorities of regional development policy of the Republic of Croatia
, the unique purpose of the Priority 2.1 is to propose clear, coherent and agreed legal framework for regional development. This is more important if we consider current status of affairs in the field of regional development legislation. That legislation is mostly characterised by fragmentation and lack of coherent policy basis and coordination. In spite of that, some positive practice has been developed and represents foundation for future work. The realisation of mentioned priority is crucial in order to enable relevant state bodies and other relevant actors to effectively reach strategic priorities stated under Strategic objective 1. Through this strategic objective counties and wider regions should be enabled to contribute to the overall achievement of the sustainable development and national competitiveness, disadvantaged areas should be supported in tackling the development deficit, and the effects of border on the development of the counties and wider regions can be effectively managed. This should be accomplished through three main national development programmes. These are: County and Wider Region Development Programme, Disadvantaged Areas Development Programme and Cross-Border Cooperation Programme.

The basic legal instrument for the accomplishment of the above mentioned strategic goal is the framework law on regional development. After adoption, that law should represent the legal basis for further activities and reflect main policy directions and objectives. Furthermore, the purpose of the law is to create stable and coherent legal framework that should open opportunities and facilitate overall development policy of the Republic of Croatia. Also, the law should develop capacities for the promotion of the general EU legal and management principles of regional policy; it should lay down foundations for future harmonisation of specific laws in the field of regional development policy and it should start preparation for the future use of EU structural funds. As comparative analysis of regional development legislation clearly illustrates
, adoption of such law seems to be unavoidable step on the way to achieve some of the previous mentioned goals. 

Much of the preparatory work in this area has already been done. The most important are conclusions and recommendations of the Analysis report
 and the Report and Conclusions of the Legal working group.
 Furthermore, some of the strategic decisions for realisation of this purpose have already been taken. The Inter-Ministerial Group has adopted these documents and gave permission for the continuation of the work in the area of the further legal standardisation and drafting of such framework law.

1. Characteristics of legal framework

Some of the main characteristics and objectives of the regional development legal framework are the following: 

· Promotion of European and national principles of regional development. The Law is built around main principles associated with EU structural funds but will also introduce several additional principles, which reflects the specific Croatian approach to management of regional development. Such approach should clearly emphasise national and European aspects of regional development policy accepted by the Republic of Croatia. 

· Institutional arrangements for regional policy management and implementation. The main goals of these law provisions are setting the basis for institutional arrangements at national as well at lower levels of public governance. 
· Introducing new mechanisms for cooperation between central and regional level authorities, as well for wider cooperation. This should be made possible through instruments such as development contracts between state and public authorities at county level, and national, county and inter-county partnerships. The main principle behind elaboration of these provisions is partnership among national and lower levels of public authorities and partnership among public and private sector and civil society.
· Clarity of concepts and terminology. This should be assured through basic definitions and principles. Such an approach should contribute to formation of a unified frame of reference among different stakeholders. One of the purposes of the law is to open opportunities for such unified and agreed frame of reference between different stakeholders. 
· Flexibility of legal framework. This should be achieved by setting the foundation for adoption of additional lower level legal acts. In order to avoid inflexibility, the Law will not deal with all detailed questions. It will create conditions for future drafting and adoption of additional lower level legal acts. These acts will contain detail regulation of several important questions necessary for effective policy management. 
· Ensuring basis for legality, monitoring and evaluation. Introducing basis for the protection of legality and for the ex-ante, mid-term, and ex-post evaluation of regional policy is one of the main objectives of legal standardisation in the field of regional development.

3. Structure and main chapters of the Law
The law on regional development will represent a coherent basis of the overall legal framework for regional development policy formulation and implementation. Although as a general or framework law it will not address all relevant issues in detail. Rather, it will make the basis for future addressing of such specific questions. It will foresee several lower level legal acts that should deal with various important questions and aspects of regional policy management for which the Law contains only basic and general provisions.  

Main chapters of the Law are as follows:

· Chapter I. – Basic provisions. Chapter that covers basic provisions will cover purpose and scope of the law, basic definitions and principles of regional policy of the Republic of Croatia. One of the purposes of the Law and particularly of this chapter is to introduce terminology that should be used in regional development policy community and to promote a more shared understanding generally. The purpose is to make clear, coherent and agreed terminology for future policy management. Also, foundational principles of regional development policy in Croatia will be built in the law and those are the following: universality and concentration; solidarity and equal opportunities; partnership and cooperation; programming and planning; additionality; monitoring and evaluation; sustainability; publicity.  

· Chapter II. – Criteria for categorisation of assisted/disadvantaged areas. This part will provide unified system of indicators for categorisation of those parts of the Republic of Croatia that are eligible for regional support. The designation criteria should be developed in order to provide enough flexible designation model for measuring level of development of cities and municipalities. That system would represent the basis for state support at the county level, and should take into account national and EU regional aid rules. This chapter will set out the role of the Government and MSTTD in the process of designation of such areas. The main input in this part will come from expert team responsible for creating model of Disadvantaged Areas designation.

· Chapter III. – Institutional framework and management of regional policy. Institutional chapter of the Law will have parallel focus on two different levels of public governance. It will introduce institutional arrangements for policy management at national, as well as regional level. Provisions stated under this part will also strongly support inter-county cooperation in order to foster development in wider areas. The main provisions of institutional setting at national level are aiming to:

· Strengthen and legitimise current Inter-Ministerial Coordination Group. This group should become Inter-Ministerial Council for Structural Policy and Regional Development. The Council should become the principal Government body with the mandate to make strategic decisions and set the overall direction for structural and regional policy. It is thematic decision-making forum with the mandate to efficiently lead structural policy.  

· Strengthen and legitimise role of the MSTTD as principal administrative body for regional development.

· Introduce Development Partnership of the Republic of Croatia with consultative role in policy process.

· Introduce Agency for Regional Development of the Republic of Croatia (still very open question depending on decision regarding the institutional set up for regional policy management). 

Main provisions at the lower level are aiming to:

· Set basic framework for institutional structures at regional level for consultation and joint planning such as county and inter-county partnerships. These forums should include representatives of main sectors (representatives of counties, cities, municipalities, social partners and civil society on the territory of particular county and wider region).

· Set basic framework for the establishment of development agencies at the county and inter-county level. Cities and municipalities should have very important role in fostering the work of these agencies. This is the case especially with those cities and municipalities with much stronger fiscal, personal and organisational capacity.  


In order to develop these provisions main input in this chapter will come from the 
institutional working group.

· Chapter IV. – Programming. The part of the law that deals with programming should focus on basic strategic development documents on national and regional level. This part will proclaim the main strategic development documents, bodies responsible for their drafting and adoption, their time frame and other issues, which deems to be important for their drafting and implementation. However, the specific content of these programmes will not be considered in the law. The law will mainly deal with the formal requirements, which such documents have to fulfill in order to be considered as strategic development documents. Main strategic development documents are:

· Strategic development documents at national level:

· Development plan of the Republic of Croatia

· Strategy of regional development of the Republic of Croatia/Action Plan

· Sectoral development programmes 

· Strategic development documents at regional level:

· County development strategy

· Joint development strategy (development strategy at inter-county – wider region – level)

· Chapter V. – Development contract. The Law on regional development aims to introduce specific legal instrument that should facilitate cooperation between national and regional level. The Development contract, according to relevant comparative experiences, should bring more clarity and discipline in allocation of public funds from central to lower government level. It should encourage negotiating and cooperation among different levels of public authorities and foster joint development activities. The Development contract comes at the planning stage as final instrument when all strategic development documents are drafted and joint development objectives mutually negotiated among contracting parties from national and lower levels. Mostly, development contract will be main instrument for realisation of the Priority 1.1. of the Strategy, but it can be used as implementing tool for other programmes as well. Also, it can be mentioned that this instrument could be used as a general legal tool for state support of different sectoral development programmes, which other ministries provide in order to foster development in their scope of affairs. Concerning development contract, Law will only make provisions concerning negotiation procedures, formal components and requirements that have to be obeyed when these types of contracts are signed between central state and regional actors. 

· Chapter VI. – Financial resources of regional policy. Based on the principle of additionality, this chapter is devoted to financial resources of regional policy. It declares basic principles of regional development financing. Provisions under this chapter proclaim that financing of regional policy has to be ensured from different financial sources, which are in accordance with the general principles of law. State financing of regional development policy does not exclude commitment of regional and local authorities, particularly bigger cities, to attract funds from other resources, national as well as international. State financing of county development activities is closely related with the obligations of county and local actors to make substantial effort to ensure additional source of funding for their developmental purposes.     

· Chapter VII. – Monitoring, evaluation and reporting. This part should set foundations for rather continual monitoring and evaluation procedure. That is important in order to improve final outcome of regional development policy and efficient use of public funds. The ex-ante, mid-term and ex-post evaluation are declared to be necessary component of regional development policy process.

· Chapter VIII. – Final and transitory provisions. Concluding chapters of the law on regional development are concentrated on regulation of transitory and final provisions. They will regulate important practical questions necessary to incorporate law on regional development in overall legal system of the Republic of Croatia. It will also set deadlines for the adoption of necessary lower level legal acts, relation with the existing laws that regulates particular regional development issues and tackle other practical issues.

4. Lower level legal acts – Decrees, Decision, Guidelines, Regulations, and Rules of procedure
As stated in previous part of this elaboration, the main idea of the drafters is to avoid overly detailed standardisation of regional development issues in a framework law. In order to realise such an approach it will be necessary to draft and enact additional lower level legal acts, which are stated in the framework law on regional development. That process has to come after adoption of the framework law. All these legal documents (law and additional subordinate regulations) together will form a coherent legal base for regional development policy. Such an approach reflects one of the basic requirements of regional development policy that asks for legal framework, which is, at the same time, flexible, stable and coherent. 

All these lower level legal acts should be adopted in the first year after adoption of the framework law. 

The envisaged lower level regulations are the following, although the list can be changed due to the developments in the drafting and consultations processes: 

· Government Decrees (Uredbe Vlade) – Several Government decrees will contain detailed regulation of several important, mainly institutional and financial, arrangements – Government Decree on Inter-ministerial Council, Government Decree on Development Agency of the Republic of Croatia, Government Decree on structure and methodology of strategic development documents at national level and Government Decree on Regional Development Support. The aforementioned decrees will further develop legal provisions stated in a framework law and they will be drafted after the adoption of the framework law. Drafting of these documents is very much dependant on future strategic decisions (e.g. establishment of the Agency for Regional Development, etc.) 

· Government Decision on Designation of Disadvantaged Areas (Odluka Vlade RH o utvrđivanju potpomognutih područja) – Based on previous process of assessment of the development level, the Government enumerates areas that fulfil the criteria set out in the framework law. The professional bodies on the public tender basis take the assessment. The overall process should be led by the MSTTD, and consulted with other relevant state administrative bodies. The process of assessment of development level should take place every three-year and help Ministry to lead effective and efficient development policy. Together with the criteria set out in the law this approach will make possible to avoid current negative practice of enumeration of local units by several different laws. It should promote unified approach towards coherent regional development policy.

· Annual Guidelines of the MSTTD (Pravilnik/Smjernice za provedbu strategije MSTTD) – Drafted on annual basis this document sets detailed instructions for state administrative bodies and other relevant actors in the policy process in order to give them instructions for preparation of development programmes and projects. Guidelines are prepared by the MSTTD and consulted with relevant administrative bodies represented in Inter-ministerial council and other relevant bodies if necessary. Guidelines are document that is very important part of regional policy management and should be drafted by policy makers and managers of regional policy within the relevant ministries. In the first place the Guidelines represent strategic policy document and not just formal legal text.    
· Regulations of the MSTTD (Pravilnici Ministarstva MSTTD) – Several regulations of the Ministry will set detailed formal requirements and questions important for strategic development documents at county level, the process of their monitoring and evaluation and minimal requirements for regional development agencies organization and functioning. Regulation on minimal content of county development strategies and on monitoring and evaluation procedure and Regulation on regional development agencies should be drafted after the adoption of the framework law on regional development.

· Rules of procedure of Development partnership (Poslovnik Razvojnog partnerstva) – At the first meeting of Development partnership after the adoption of the law, this body should adopt rules of procedure. That document should regulate all relevant practical questions for the work of such national partnership. It is based on the provisions of the law that sets basic requirements that have to be respected in managing process of wider consultation.  

5. Relation with other legal documents 

As stated in the Report of the Legal working group drafting of the framework law will not completely put out of force the existing laws (LASSC, Law on Islands, Law on Hilly and Mountainous Areas), which are fragmentally dealing with several development issues. However, amendment of some parts of these documents will be necessary in order to be harmonised with the framework law. Due to the fact that these laws are not addressing the vast majority of the questions that will be addressed in the framework law, amendments should not completely put out of force these documents. Parts of these laws that have to be harmonised with the framework law on regional development are those that contain the criteria for designation of specific areas. Parts of these laws that prescribe specific rights for natural and legal persons will continue to exist, although it have to be noted that some of these provisions are not harmonised with the EU rules on state aid support. This problem will probably come to notice in the process of Croatian negotiation process for the EU accession and will be addressed properly at the time.

Institutional arrangements for management of NSRD

1. Purpose and scope
While the Strategic Objective 1 of the National Strategy for Regional Development defines WHAT needs to be achieved in order to reduce existing socio-economic disparities across the country, Strategic Objective 2 explains HOW that will be achieved, and calls for «effective management framework for regional development». 

In addition to a unified legal framework (as indicated in Priority 2.1), the Strategy requires «the establishment of effective policy management and institutional framework» (as defined in Priority 2.2.). Work on the institutional framework started as soon as the overall outline and content of the NSRD were agreed, although the assessment of capability has been ongoing since the analysis stage. All of the institutional options have been designed in a way to follow the NSRD shape and logic. In the first instance, the project team made a comparison of the existing competences within MSTTD against those competences generally required for effective management of development policy with a view to assessing the job yet to be done. Based on those findings
, and in the dialogue with the operational level as well as with the senior officials within the MSTTD and with Ex-ante Evaluators, several options were developed. The following section reflects on work conducted over the past 3 months, and has following objectives:

· To describe overall role and responsibilities required of an effective managing authority for regional development including its relationship with other institutions and stakeholders. (Section 2/Annex I)

· To present existing competences (for each of the functions) within the managing authority – MTTSD. (Section 2/Annex I)

· In the absence, to date, of a decision on part of national authorities - to set out number of institutional options for future effective management of regional policy/NSRD. (Section 3)

· To set out, in broad terms, the delivery mechanisms (and competences needed) for each of the three NSRD programs. (This is integrated in the description of each of the NSRD programmes in this document)   

2. Policy Life Cycle functions

In general terms, the life cycle of the development policy consists of a number of stages. Administrative capacity that is needed for each of the stages requires a set of different administrative competences. In order to assess those competences needed for managing of the policy life cycle, it is necessary to distinguish five broad divisions of responsibility and function of the policy life cycle: 1) Management, 2) Programming, 3) Implementation, 4) Monitoring and Evaluation, and 5) Financial Management and Control. For effective functioning, each area of responsibility requires coherent organisational structures, a range of systems and tools – and competent (trained and experienced) people.

In the Annex I to this document is a description of competences required for each policy life cycle function. In addition to the description of each function is an assessment of existing competences within the established managing body for regional policy – MSTTD.
 It should be pointed out that when a similar assessment of administrative capacity for effective management of EU Structural Funds was carried out in the recent accession countries three years before membership, the results were broadly comparable to the current situation in Croatia – and in some respects, less favourable.

The findings of the assessment of the administrative capacity within MSTTD served as a basis for elaboration of various institutional options for the future effective management of integrated regional policy and eventually management of Structural Funds (ERDF).

The institutional options for management of regional policy and arguments for and against each of the options in the context of the existing situation are presented in the following section. 

3. Institutional options for management of regional policy (key institutional questions for MSTTD)

Management of National Strategy for Regional Development

The following paragraphs describe three institutional options for the management of the integrated regional policy/NSRD. These options have been developed based on findings of the existing competences in MSTTD, and on ongoing dialogue with the senior management within MSTTD. There are, of course, other possible options and variations of those briefly presented here. 

Before elaboration of the options, it is necessary to set out a number of critical wider policy factors. These will determine institutions and relationships that need to be in place regardless of the institutional option that will be selected.   

The Inter-ministerial Coordination Group is one of the key bodies established for the purpose of coordinating the NSRD process. However, the remit of this particular group goes beyond the NSRD elaboration process. Inter-ministerial coordination must become a permanent “institutionalized” body with clear mandate and authority given by the GoC. As the main administrative coordination mechanism the Inter-ministerial Coordination Group will be in charge for coordination of all future national cross-sectoral planning  processes (national development planning, national regional development planning, national spatial development planning), and planning of EU Structural Funds. It must become an integral part of good practice in “joined-up” decision-making for all state-led development activities.

At the moment, inter-ministerial coordination consists of State Secretaries representing 13 central government institutions across different sectors. Membership of the group will be extended to other central government institutions as necessary. Although MSTTD is chairing Inter-ministerial coordination at the moment, leadership in the future will obviously reflect the management structures for the wider National Development Plan/National Strategic Reference Framework (in which the GOSD currently plays a lead role). 

There is an argument for locating inter-ministerial coordination for development (including regional development) at ministerial level, as a sub-group of Cabinet, bringing recommendations and proposals to Cabinet. Indeed, this may be appropriate in Croatia given the constitution. However, even in the case of such a body being put in place, it will require an effective functioning system of coordination at senior administrative level – that is at State Secretary level. In addition to overall coordination of national development in the planning phase, the Inter-ministerial Coordination Group will be in charge for follow up and appraisal of those development plans in all later stages of the policy life cycle. That way, the Inter-ministerial Coordination Group will have authority and legitimacy to make decisions on all development policy life cycle stages.

The National Partnership Group is main consultative body on the NSRD elaboration process. For the same reasons as above, it is recommended that the Partnership Group remain in place as the “institutionalised” body for the future national development planning processes. That is to say, the National Partnership Group should be used as a central point in the consultative structures put in place for the NDP/NSRF. The role of this group is to represent interests of all relevant stakeholders in the country, and give opinion and advice to the Inter-ministerial Coordination before they make key strategic decisions. The National Partnership currently consists of representatives of economic and social partners, local and regional governments, and civil society. It should in the future keep its membership open for all of those represented sectors. The members of the Partnership Group will inevitably change but its constitution, stakeholder composition and legal status will be adopted in the context of the new Law on Regional Development. At the moment, MSTTD/Directorate for Regional Development is serving as a secretariat to the National Partnership, while in the future that role should be fulfilled by overall Managing Authority for the Structural Funds.

Through institutionalisation of these two key groups – Inter-ministerial Coordination and National Partnership, structured and systematic public dialogue would be established between the decision-makers and all relevant stakeholders in the country. That would create a good basis for informed and consensus-based development planning and decision-making. 

Options for a National Institutional Framework

The next part of the section sets out in more detail than previously three main options for the overall national management of regional policy in Croatia. 

· Direct responsibility for policy direction, management and implementation retained within the MSTTD

· Responsibility for policy management and implementation delegated to National Agency for Regional Development – overall responsibility and policy direction remaining with Minister

· Responsibility for policy direction and management transferred to Government Office for Strategic Development

These options obviously take into account the earlier work of the Obnova and CARDS 2001 support projects. They also reflect Government statements and resolutions such as the commitment in the SAA to put in place a National Agency for Regional Development. The issue of NUTSII designation is also factored into the options. In the illustrations which follow, where regional or territorial “units” are envisaged, these are based on three statistical regions.

Option 1

Option 1 envisages that the main responsibility for management of the regional policy remains with the Ministry of Sea, Tourism, Transport and Development. This proposed option will however require significant changes in the current structures and way of operation within the Ministry. Option1 is presented in the following order:

1) Schematic overview

2) Description of main elements of the option 

3) Arguments for this option

4) Arguments against this option

1) Schematic Overview Option 1 


















SIDPs – Sustainable Islands Development Programme

SPIDs – State Programmes for Island Development

T&C – Tendering and Contracting

M&E – Monitoring and Evaluation

2) Description of main elements of the option 
Separate Sector in MSTTD for Regional Policy 

Option 1 envisages a significantly changed management structure with the Ministry. MSTTD has a central management role for regional policy. Given the scope of the NSRD and the need for strong national direction, it makes sense that regional development becomes a separate sector within the Ministry under the direction of its own State Secretary. Crucially, responsibility for all territorial or area-based policy and investment, such as islands, would be transferred into this sector, rather than shared between sectors as is the case presently.
Directorate for Regional Policy Coordination

The Minister and State Secretary responsible for regional development would have the support of a dedicated Directorate for Regional Policy Coordination (managed by the Assistant Minister), which would be responsible for the day-to-day management and coordination of regional policy. This Directorate will be responsible for coordination of all regional policy issues within the Ministry, but also across other central government institutions. In this capacity, it will serve as a secretariat to the Inter-Ministerial Coordination Group, when this body is acting in coordination capacity for regional development policy. It will also have primary responsibility for the programming process. In this sense, it will take overall charge of programming for regional development in the context of preparing the National Development Plan or National Strategic Reference Framework, coordinating inputs from those Directorates responsible for specific programmes. The Directorate for Regional Policy Coordination will also take on responsibility for ensuring monitoring and evaluation. In addition to servicing the Monitoring Committee (that will be established in the future for the Structural Funds), this Directorate would be required to ensure reliable data gathering and reporting systems are in place, working with the Central Bureau for Statistics as well as with all implementing institutions. It will provide training and TA to all (within MSTTD and other institutions) intermediate bodies in monitoring systems to enable them to use to the full the information system in place. It is unlikely that it will have direct responsibility for undertaking evaluation – but will be required to specify evaluation assignments to meet policy needs.  

Given the importance that the new legal framework for regional development will have over the next years, it is essential to have a small legal affairs unit to supervise the implementation of the new law and to propose any necessary changes. 

Programme Directorates

This option envisages setting up separate Directorates for each of the three main programmes in the NSRD. Such a proposal is justified on the basis of the work attaching to each area, particularly over the first years – and the need for political “ownership” and policy leadership at senior level. 

In the case of the County and Wider Regions Development Programme (CWRDP), the Directorate in charge will be responsible for forging a new pattern of relationships between central government and county-based stakeholders. This will require constant interaction across central government institutions at senior level as well as ongoing and regular contact with county partnerships and stakeholders.
The Disadvantaged Areas Programme will pose considerable management demands on the MSTTD, particularly in relation to coordinating an integrated programme, with inputs from a number of different institutions outside the MSTTD, including the Fund for Regional Development, as well as units within the Ministry. Furthermore, the Disadvantaged Areas Programme introduces a significant new policy theme – local development – which will involve a steep learning curve for all concerned including senior management over the early years of the NSRD. 

The Cross Border and Inter-Regional Development Programme brings with it quite distinctive management challenges. It is likely that over the next years, as Croatia approaches accession, the institutional requirements for cross border development will become quite complex – and will involve close coordination as well as shared institutional arrangements with neighbouring countries. 

Finally, while the Directorate for Islands does not manage one of the three main programmes in the NSRD, it has overall policy responsibility for the sustainable development of the islands – and must answer through the Minister to Parliament in that context. It will have an important role to play in stimulating “bottom-up” sustainable islands development in the wider framework of the County Development Strategies and in coordinating the delivery of “top-down” interventions in the case of the State Programs for Islands Development (SPID) which will be incorporated in the Disadvantaged Areas Programme, requiring in both cases, regular involvement with Heads of both Directorates. 

It is assumed that overall financial coordination would remain a ministry responsibility and under the management of a separate Directorate outside this Sector. Within the existing Directorate for Finance, a Department for regional development will be established as a liaison between Finance and RD Directorates. 
Also regular coordination between Directorates will be the responsibility of the Directorate for Regional Policy Coordination especially in the programming phase when programs and budgets for RD will be developed and agreed. A Unit for Internal Audit will be also set up. 

Directorate County and Wider Region Development 
The division of tasks and responsibilities within this Directorate will be fairly straightforward. In addition to a Coordination Unit, the Directorate will have a number of territorially focussed Units – reflecting the wider regional divisions (NUTSII) as proposed in context of NDP (3 stats regions) or alternatively 4 statistical regions (CBS). Additionally, the Directorate will have a small Tendering and Contracting Unit. 

The Coordination Unit will serve as the link between the territorial units and central government institutions. It will lead the task of brokering the content of the national framework – agreement among central institutions on overall policy guidelines for county and wider region development and will be charged with ensuring its application. The Unit will set the standard for technical appraisal of county strategies and will coordinate internal consultations with other government institutions. This Unit will also facilitate negotiations and signing, and later on monitor implementation of the Development Contracts. The legal form for Development Contracts will be set out in the Framework Law for Regional Development. Other functions of this Unit will include preparation of reports, policy advice and guidance. 

The Wider Region Units will be responsible for the functioning of the county and wider region development system in their respective parts of the county. In addition to the Head of Unit, each will have desk officers looking after specific county partnerships and county development units. The Units will assist the County Development Units/Agencies (CDU) and County Partnerships to interpret national policy guidelines, providing technical advice and support, troubleshooting, where necessary. Their purpose is to facilitate not impose or direct. 

The CWRDP is mainly concerned developing institutional capacity for development across the country. For that reason, the financial function of the Tendering & Contracting Unit will be limited to managing a technical assistance budget – in the assistance provided to CDU/Agencies, rather than large scale investment funds. 

Directorate for Disadvantaged Areas Development 

The management structure of this Directorate reflects its twin responsibilities – coordination of the work of other institutions, including other parts of MSTTD (e.g. Infrastructure) involved in tackling the development needs of the disadvantaged areas – and direct implementation of the work involved in building the capacity of local action groups in the designated areas. Additionally, as stated above, the Directorate will be responsible for shaping local development as a specific policy response to the problems of lagging regions. 

Over the early years of the NSRD, the Coordination Unit will have the important task of ensuring the commitment of other central government institutions – specifically through their contribution to the development priorities set out in the programme – notably human capital, local economic development and physical infrastructure. Likewise, it will be charged with internal coordination of the programme including receiving and collating reports from the bodies involved in implementation. A significant area of responsibility over the next years will be to monitor the application of the new single (socio-economic) criteria for disadvantage. It is intended that the unified criteria will be applied to more significant spatial areas (and population size) than is the case at present. 
In the early years much of the effort here will be directed towards shaping policy, creating a better understanding, promotion, research into the causes of disadvantage, drawing lessons from pilot projects in different parts of the country, commissioning evaluation, preparing reports.

The introduction of local development as a policy intervention in the disadvantaged areas will, as stated above, pose policy as well as practical management challenges over the next years, since it assumes an integrated area-based approach as distinct from – and yet complementary to - the traditional sectoral methods. This will require new skills, new disciplines, new understanding on the part of the unit team. This Directorate would also have a “regionalised” unit structure following the model outlined above. Field units would serve a number of “designated areas”. These would be responsible, in the initial years, for connecting with local actors in the target areas, encouraging the formation of local groups, providing training and resources for technical assistance. They will serve an essential role in facilitating the cooperation of all government agencies in the target areas, making them aware of the Programme, the role of the local action group and to secure their involvement, as and when necessary. In the longer term, the territorial units will serve as liaison support centres between local action groups and central government agencies.  
Directorate for Cross Border Development  

The management structure of the Directorate is based around coordination and natural geographical spheres. 

The coordination function will be particularly critical in arriving at a coherent national approach to setting priorities for cross border development. This will include leading the debate within central government and working with county and wider region stakeholders to identify general priorities at that level; coordinating links with neighbouring and other countries as well as with the European Commission. The Unit will have responsibility for advising – across central government as well as in the regions - on EU policy frameworks for cross border development including anticipating changes. Coordination of the programming exercise in this area will be done through the CBC Working Group consisting of representatives of all counties and operational level central government institutions (the recently established National Committee for INTERREG could, over the time, become CBC Working Group). The Unit will prepare and facilitate meetings of this Group, and present their proposals for programs to the Inter-ministerial Coordination Group.  

The geographical units will be built around the three broad strands of cross-border development – EU land border; EU maritime border and external borders. These Units will provide advice and guidance on national and EU priorities to county partnerships and development units and to other stakeholders and will be responsible for day to day management of the different Cross Border and Inter-Regional Development Programmes. Following accession to the EU, it is likely that much of the work of these units will be taken on by special cross-border bodies.

Directorate for Islands Development
It is proposed that the Directorate for Islands Development moves from the Ministry’s Sector of Sea to the new Regional Development Sector. Given the importance of the islands in terms of national identity and development policy, it has a critical role to play in ensuring that the needs of the islands are met through the three programmes in the NSRD. Additionally, it will be critical to monitor the Islands Development Programme in that context. 

The management structure for the Directorate reflects the division of labour for the Islands Development Programme. In addition to a Coordination Unit, the Directorate will comprise a unit for managing the Sustainable Islands development Programme (bottom-up) in close coordination with the Directorate for County and Wider Region Development. The third unit proposed will take responsibility for overseeing the implementation of the State Programmes for Island Development (top-down).   

3) Arguments for Option 1

In the existing Government structure, MSTTD already has a mandate for regional policy, and it is recognised as an important central government institution with the significant resources. Due to its overall mandate and type of activities implemented in the past, the Ministry has both – good working relationships with counties and local governments, as well as extensive experience in direct implementation of different types of projects in the field (strategic infrastructure, small community infrastructure, islands projects, support for Disadvantaged Areas etc.)

As for the critical competences required for the effective management of the regional policy, there is evidence of some initial experience within current Ministry structures (programming for islands within Directorate for Islands, programming for the World Bank Socio-Economic Recovery Programme and several European Investment bank loan programmes, ex-ante evaluation and knowledge of EU regional policy within Department for Regional Development Policy and Planning, etc.).
4) Arguments against Option 1
Although the Ministry is recognised as an important central government institution, its image is linked primarily with infrastructure development, and not with regional policy. One of the reasons for that is the low level of political importance attached to regional development within the Ministry. There is little strategic direction or evidence of strong commitment. Internal coordination regarding regional policy is therefore quite weak. Existing competences across the Ministry for effective management of regional policy are evaluated as insufficient and require significant upgrading.

Option 2

Option 2 envisages that overall responsibility for regional policy remains within the mandate of the MSTTD, but that MSTTD delegates authority for regional policy to the new institution - National Agency for Regional Development. This proposed option will require establishment of the new institution, as well as some changes in the current structures of the Ministry. Option 2 is presented in the following order:

1) Schematic overview

2) Description of main elements of the option 

3) Arguments for this option

4) Arguments against this option

1) Schematic Overview of the Option 2




















2) Description of main elements of the option 2
National Agency for Regional Development

MSTTD has an overall responsibility for regional policy.  The Minister for Sea, Transport, Tourism and Development will retain overall responsibility for regional policy, specially in providing policy long term strategic guidelines for the NARD that are in line with the GoC overall strategic development plans. In this work, Minister will be supported by the small team in a new Directorate for Regional Policy Coordination.

Authority for policy management and implementation will be delegated to a new institution. The National Agency for Regional Development will be the executive body charged with the overall management, coordination and implementation of the regional policy. NARD Department for Policy and Programming will be established to carry out those tasks of management and coordination, while a number of Programme Departments will be established to carry out implementation of NSRD programmes. 

MSTTD Directorate for Regional Policy Coordination

Within MSTTD, the Directorate for Regional Policy Coordination will be established with the main tasks of advising/informing the Minister on regional policy issues, and serving as a liaison between the MSTTD and NARD. This Directorate and NARD will share the responsibility for coordination of all regional policy issues across other central government institutions. The Directorate will serve as a secretariat to the Inter-Ministerial Coordination Group. It would monitor the work of the Agency bearing in mind that the Minister is still responsible for RD policy and programmes before Government and the Parliament.

NARD Department for Policy and Coordination

Primary responsibility for the programming process is with NARD – Department for Policy and Programming. The Department will work with the MSTTD Directorate for Regional Policy Coordination to ensure that in the programming process, long term strategic policy guidelines defined by the MSTTD are fully taken into account. These two departments will also work together in consulting with other sectoral central government institutions. Internally, the division of tasks and responsibilities in the programming process will be in line with three programs of the NSRD and therefore will involve NARD programme departments. 

The Department for Policy and Programming will be also in charge for setting up and maintaining the Monitoring system and manage evaluation for regional development. This Department would be required to ensure reliable data gathering and reporting systems are in place, working with the Central Bureau for Statistics as well as with all implementing institutions. It will provide training and TA to all (within NARD and other institutions) intermediate bodies in monitoring to enable them to use the Monitoring system. It is unlikely that it will have direct responsibility for undertaking evaluation – but will be required to specify evaluation assignments to meet policy needs. The Department will also serve as a secretariat for the Monitoring Committee. The Minister would however chair the Monitoring Committee and the NARD would be required to work closely with the MSTTD Directorate for Regional Policy Coordination in setting up and servicing the MC.

Programme Departments

When is comes to implementation and division of work in that area, this option envisages the same logic as in the first option – within the NARD setting up a separate Department for each of the three main programmes in the NSRD. Likewise in the first option, such a proposal is justified on the basis of the commitment and work needed in each area of the NSRD: County and Wider Region Development, Assisted/Disadvantaged Area Development, and Cross Border Development. Responsibilities and tasks of each of the NARD programme departments are similar to those  described in the first option MSTTD programme directorates, and therefore the description of these programme departments is less exhaustive. Much of the day-to-day work of the NARD would be carried out by the “territorial units” and it is likely that these would be located in three or four offices in different parts of the country based on the statistical (NUTSII) regions. The only substantive difference is that MSTTD Directorates (in Option 1) are envisaged to each have a Tendering and Contracting Unit (due to the fact that Sector of Regional Development will not have its Finance Directorate), while in NARD – this will be done by the Department for Finance. 

In this proposed division of responsibilities and tasks, the Fund for Regional Development will become an integral part of the NARD. The involvement of the Fund as the implementation arm of the NARD (managing all three programmes) is a variation on the option to be considered. The Fund will bring added value to the new NARD's Department for County and Wider Region Development and Department for Disadvantaged Areas.  

Department for County and Wider Region Development

Within this Department, the tasks and responsibilities will be divided between the Coordination Unit and a number of territorially focussed Units – reflecting the wider regional divisions (NUTSII).
The functions of these Units will be broadly similar to those described for the corresponding Directorate in Option 1.

Department for Assisted/Disadvantaged Areas

This Department will consist of the several Units: Coordination unit – responsible for coordination of the work of other institutions involved in tackling the development needs of the disadvantaged areas – and a number of territorial Local Support Units responsible for supporting the implementation of the Programme in the Designated Areas. Their functions are broadly comparable with those described in Option 1. 

Department for Cross Border Development

This Department is envisaged to also have a Coordination Unit and of a number of territorially focussed Units. The division of labour will be similar to the tasks outlined in Option 1 for the corresponding Directorate.

Department for Finance

A Department for Finance will be established within NARD with the primary task of NARD budget management. The NARD Directorate for Finance will work closely with MSTTD Directorate for Finance and with NARD Directorate for Policy and Programming in the process of programming. The Department will also have a skilled and experienced Tendering and Contracting Unit that will be in charge for all NARD tenders and contracts.
3) Arguments for Option 2
The major strength of this option is that the institutional arrangement allows for an undivided focus in the management and coordination of the regional policy. Over the short time, NARD can build authority and expertise in regional policy, and therefore can manage regional policy more efficiently and effectively then MSTTD (due to its size and number different of sectors). Also, NARD can offer better terms of employment and therefore has a better chance of recruiting qualified candidates to meet the range of competences required.  It is more probable that for the same reasons that the NARD should be able to retain staff and build institutional memory.

4) Arguments against Option 2
In the context of the existing structure of the central government institutions, as a new institution, NARD will have a difficult job of positioning itself as “total executive authority” for management and coordination of regional policy. Establishment of the new institution can make existing delivery system more complex which can cause operational difficulties in the first years of NARD functioning. It is quite likely that the mandate and legitimacy of the NARD will be tested by many existing institutions, particularly ministries. 

Option 3

Option 3 is significantly different from the first two options due to the fact that it envisages overall responsibility for regional policy transferred from MSTTD to the Government Office for Strategic Development (GOSD). This option has arisen from the current wider policy context where GOSD, as an institution designated for elaboration of the National Development Plan, envisages its future role as a key national coordinator of county and regional development.

Since there has not been any discussion between senior officials in MSTTD and GOSD, this option is not in the serious consideration at the moment, but should however not be discounted.

Concluding remarks

Link between three Programs of the NSRD

The National Strategy for Regional Development places as much emphasis upon process as it does upon product. It does so for good reason - it is essential for Croatia over the next years to build a culture and systematic practice of «joined-up» strategic planning and programming in the management of regional policy. As Croatia completes the transition towards integration into a wider EU and world economies, there are no prescripts for coping with the challenges to be faced in the future. The NSRD therefore places at its centre a new national system for enabling all relevant stakeholders to work together to define priorities and to deliver solutions to the problems facing the regions. In addition to more efficient and effective development, the system will contribute substantially to building of absorption capacity for future use of EU Structural Funds. 
Regional policy, as defined in the NSRD also distinguishes itself from other sectoral policy fields in its very explicit, up-front focus on tackling territorial disadvantage. The Strategy also addresses the need to manage the socio-economic dimension of Croatia's extensive and different borders on local and regional economies.
These three elements – as described in three NSRD Programs - are closely inter-related. The main frame for regional policy is the County and Wider Region Development Programme. This unique national system is based upon two fundamental building blocks – effective and coordinated government at central level, on the one hand, and empowered partnerships of socio-economic stakeholders working together with county government, on the other. Their strengths are that they represent the two essential platforms of governance in Croatia today. Their weakness on the other hand is the potentially narrow perspective on development needs and strategic solutions, if limited simply to the county. For that reason, the County and Wider Region Development Programme makes it necessary for county partnerships to widen the focus to bring into the scope of their respective strategies, the higher level development needs affecting several counties. That inter-county cooperation will serve as a basis for the future development planning on the level of statistical regions (NUTS II). 

The new Law on Regional Development will make provision for the designation of disadvantage at spatial and population levels which allow for critical mass and more strategic intervention than is currently the case. 
Where designated areas exist within a county, the County Partnership will be required to support and encourage the formation of a County Partnership Working Group for Disadvantaged Areas, which will be responsible for coordination and organisation of the elaboration of the Chapter on Disadvantaged Areas within County Development Strategy, in order to stimulate and lead development process on the disadvantaged areas and assist in project preparation. They will also be responsible for monitoring the implementation of their development plans
 and central government investments in the disadvantaged areas.

Much the same logic as well applies to the relationship between cross border development in the counties and the County Development Strategy. The County Partnerships in those counties and wider regions with external border boundaries will be expected to take into account cross border development needs and opportunities in the preparation of the County Development Strategy. The projects themselves will be put forward and eventually managed by independent groups of eligible beneficiaries and negotiated within the Programme for Cross Border and Inter-regional Development. 

To conclude – all specific elements of the regional development within each county (disadvantaged, islands, inter-county, cross-border) will be envisaged and incorporated in the County Development Strategies. However, those specific elements will be then separately negotiated and dealt with respectively within the Programme for Development of Disadvantaged Areas and Programme for Cross Border and Inter-regional Development.

Completion of the NSRD

As indicated in the Introduction section, this present (third) component part of the NSRD builds upon the work carried out in the previous phase (Vision, Objectives and Priorities), which, in turn, was based upon the earlier Analysis. The completed version of the National Strategy for Regional Development will consist of those three integrated parts: Analysis of Regional Development, Vision, Objectives and Priorities, and Programs (with defined legal and institutional frameworks). 

Process of consultation and approval (ex-ante evaluation, Partnership group consultation and IMCG approval) for the Analysis and Vision, Objectives and Priorities has finished earlier in the year. Now, the same process will be conducted for this third part of the NSRD. 
During June and July 2005, NSRD programs (and institutional and legal framework) will be evaluated by the Ex-Ante Evaluators, consulted within the project's Partnership Group (PG), and finally presented to the Inter Ministerial Coordination Group (IMCG) for their consideration and approval. In addition, due to its significance and relevance, County and Wider Region Development Program will be presented in the road show to the wider public (counties, towns and municipalities, local social and economic partners and NGOs) before it is presented to the PG and IMCG.

The final version of the NSRD will be agreed and approved by IMCG in summer 2005, and ready for Government and Parliament consideration in the fall of 2005.
Next steps and completion of the CARDS 2002 «Strategy and Capacity Building for Regional Development Project»

National Strategy for Regional Development will be the main instrument for the Government of Croatia in management of regional policy in the long term. It is also the main output of the CARDS 2002 «Strategy and Capacity Building for Regional Development» project. In order to ensure that NSRD will be fully implemented, and that it will be appropriately legally based, project will also prepare:

1. Action Plan for 2006 – 2007 period

2. Framework Law on Regional Development

3. Institutional Capacity Building Plan (for management of NSRD)

The elaboration of those documents is conducted in parallel to elaboration of the NSRD, and significant work is still to be done during the summer 2005. Those documents will follow the same process of evaluation, consultation and approval as the Strategy itself, and will be finalised by mid October 2005. 
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VISION








AIM: to have functioning regional development policy in Croatia contributing to sustainable national development and competitiveness





Objective 1


All counties (and “wider regions”) enabled to contribute to sustainable national development and competitiveness – and to reduce social and economic disparities across the country





Objective 2


Have an effective management framework for regional development in place





Priority 2.2


To establish effective policy management and institutional framework





Priority 1.3


To diminish the negative effect of borders to the development of counties by cross border development





Priority 1.2


To support the areas persistently lagging behind to contribute to sustainable national development and competitiveness








Priority 1.1


To strengthen counties (wider regions) across the country to utilize and manage their development potential








Priority 2.1


To implement coherent legal framework





Government Management Guidelines / MSTRD


Annual targets, guidance and actions for the government institutions to improve programming, systems and structures to manage regional development – to be prepared by the coordinating ministry (based on audit and external assessment/ evaluation)





Cross Border and Inter-regional Development Programme


Government development objectives and priorities for cross border development: sea border, EU land border, non-EU land border     





County and Wider Region Development Programme





National framework (targets, guidance & funding) to strengthen development planning and implementation capacities at sub-national level








Assisted Areas Programme


Specific government  programme (targets, activities, funding) to support economic, human resource, rural and infrastructure development





Priority 1.1


To strengthen counties (wider regions) across the country to utilize and manage their development potential





Priority Purpose


To build the basis (system) (development infrastructure and capacity) for (managing) sustainable development and competitiveness across the country - linking top-down with bottom-up 





Objective


To create a national regional development framework within which central government and development stakeholders at county and wider region level work together to address shared development goals





Objective


To build and strengthen the development capacity at county level necessary for all counties and wider regions to cope effectively with future challenges, changes, opportunities and external shocks.





Objective


To prepare and implement coherent needs-based integrated strategies for the sustainable socio-economic of counties and wider regions based upon the full participation of all relevant development stakeholders at those levels.





Create functioning effective and inclusive partnerships for socio-economic development in all counties (+Zagreb); 








Development goals and targets for CWRDP to be agreed between central government and development stakeholders at county and wider region; 


Commitment of central government institutions to new roles, responsibilities and relationships created thru CWRDP;


Scope of county and wider region development strategy and process defined and agreed. 





Establish County Development Unit to serve the CD Partnership – define broad role, responsibilities and relationships.


Variable co-financing/financial support – in favour of lagging counties.


 





Elaboration of County and Wider Region Development Strategies – within defined scope and guidelines


- Demonstrate participation and inclusion


- To include – CD strategic priorities; - wider region chapter; - “lagging areas” chapter; – cross border chapter; - islands chapter (where relevant).


- Negotiated with central government


- Basis of agreed “CWR Development Contract”


-





Priority 1.2


To support the areas persistently lagging behind to contribute to sustainable national development and competitiveness








County and DDA level





Build capacity within County Partnerships and County development Units/Agencies for dealing with disadvantaged areas.


Establish County Partnership Working Groups for the Disadvantaged Areas


Support local development actors in the preparation of projects for assistance from government plan. Build capacity on local level to ensure the inclusion of the marginalised groups in consultation and decision making process


Coordinate and support the development of locally appropriate methods, tools and techniques for planning, implementing and monitoring development actions








National Level





Build and strengthen development capacity of central government institution responsible for management and implementation of the PDDA


Improve inter-ministerial coordination for addressing development needs in disadvantaged areas.


Set up regional structure for main institution responsible for managing PDDA








Special Government Plan


Set meaningful goals for the progressive reduction of disparities and the causes of disadvantage 


Design and implement national interventions specifically designed to tackle the causes of disadvantage  








Coordinated Management framework





Set in place a national institutional framework for pro-actively leading government policy in relation to tackling disadvantage.


Put in place a coherent reporting and monitoring system








Mapping, Targeting and Disadvantage





Construct an agreed, coherent and equitable definition of the most disadvantaged areas in Croatia as the basis for concerted, focussed and strategic interventions to remove causes of disadvantage.


Introduce into law





Objective Two


To build capacity nationally, within counties and within the disadvantaged areas to work together in purposeful manner to tackle disadvantage





Objective One


To create an integrated national policy framework with an exclusive focus on the eradication of disadvantage and disparities and to prepare and implement an integrated Government Plan for Development of Disadvantaged Areas.





Priority Purpose


“to eliminate the disparities between disadvantaged areas and the Croatian average by enabling central agencies, and local communities in designated areas to make a collaborative effort to maximise the development potential of those areas”





Priority 1.3


“To diminish the negative effect of borders to the development of counties by cross border development”








To construct a national consultative framework for cross border development that can take account of and integrate national, regional and local strategic priorities;


To integrate the management arrangements for cross-border and inter-regional cooperation into the institutional framework for the NSRD.


To ensure that the cross border development dimension is properly integrated into the range of socio-economic development policies;  


To anticipate future changes in the policy management framework for cross border development following accession to the EU.





To define coherent priorities for cross-border development in Croatia’s


EU land border regions


Non-EU land border regions


Maritime border regions





To implement socio-economic development strategies designed to remove the negative effect of border in the above areas.





Objective Two


To improve the socio-economic situation of the different border regions in Croatia through effective cross border development





Objective One


To put in place a national system for the effective management and coordination of cross border development as an integral part of regional development policy





Priority Purpose


“to create a context for development actors at local, regional and national level to work together in a more coordinated, systematic and strategic manner with partners from neighbouring countries (and in other parts of the EU) to reduce the negative effect of border and to promote economic and social cohesion.”








(Restructured) MSTTD
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� This is a proposal, the share of population still needs to be determined.


� INTERREG III is designed to strengthen economic and social cohesion in the European Union (EU) by promoting cross-border (strand A), transnational (strand B) and interregional co-operation (strand C). Croatia has been participating in all three strands – INTERREG IIIA includes the Neighbourhood Programme with Slovenia and Hungary, Adriatic Cross Border Programme; INTERREG IIIB CADSES (Central, Adriatic, Danubian and South Eastern Space); INTERREG IIIC in Zone East.


� Cross border cooperation between certain Croatian and Slovenian municipalities, towns and counties.


� More significant national priorities, such as transport infrastructure or energy inter-connectors have been dealt with on a bi-lateral basis between Croatia and its neighbours or, over more recent times, in the context of the Trans-European Networks. These types of investment will continue to be the work of the sectoral policy managers concerned and can be dealt with on a project basis in that sector.


�Inter-regional cooperation programmes are implied, as mentioned earlier in the text.


� CBC referes to both cross border coopeation and inter-regional cooperation.


� See paper Vison, Objectives and Priorities of the Strategy for regional development, Ecorys, 2005.


� See Legal working group report Does Croatia Need a Law on Regional Development?, Ecorys, 2005.


� See analysis paper Analysis Section for the Strategy, Ecorys, 2004.


� See Legal working group report Does Croatia Need a Law on Regional Development?, Ecorys, 2005.


� For general requirements concerning quality of legal acts see Improving the Quality of Laws and Regulations: Economic, Legal and Managerial Techniques, OECD/SIGMA, Paris, 1994., and for general comments concerning specific Croatian situation see the Legal working group report. 


� Methodology applied is described in Section 2


� Policy Life Cycle Competence Framework (Structural Funds management Grid) was developed by NEI/ECORYS in order to assess administrative capacity for effective management of the Structural Funds in new EU memeber states


� Assessment of administrative capacity of the MSTTD was conducted in the analysis stage of the project, and later updated through ongoing contact and experience of working with MSTTD and other institutions involved.


� See Chapter on the Programme for Development Disadvantaged Areas
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