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Abstract

Croatian regional policy is closely tied into the EU accession strategy. A major objective will be to prepare for the introduction of EU cohesion policy and the Structural Funds. The pre-accession funds will contribute to that effort.

Approach to the analysis of regional policy in Croatia is to  concentrate upon three main fields of. These are: 1. assessment of the overall policy framework for regional development, including the current legal framework in particular policies, legal acts and regulations, 2. assessment of the institutional and administrative capacity in place, 3. appraisal of the types of regional development instruments currently deployed and their effectiveness in dealing with development needs at national, regional and local level.

As Croatia actively prepares for accession to the EU, it is crucial that it is well prepared for the introduction of EU Structural Funds and pre-accession funds. This will require a significant effort on the part of the government to strengthen the institutional base for the management of the Funds – from the centre of government to local areas across the country. The national strategy for regional development will be a major part of that effort. 

The central logic of the new Structural Funds (2007-2013) is that by concentrating much of their resources on the least developed member states and regions, EU regional and cohesion policy can contribute to reducing disparities while raising the competitiveness of the EU as a whole. The outcome of this debate over the next years will have significant repercussions on the direction and management of national (regional) policy in Croatia.

In very concrete terms, therefore, the European Union is introducing a raft of changes to the policy orientation and management of EU Structural Funds for the period 2007 to 2013. The proposed changes are set out in a set of draft Regulations for the Structural Funds (European Regional Development Fund, European Social Fund and Cohesion Fund) as well as in the proposal for the new European Agricultural and Rural Development Fund – all of which are currently the subject of intense negotiations among the EU 25. Whatever the outcome of these negotiations, it is likely to have a substantial influence on the nature and shape of regional development in Croatia at least over the medium term 6-7 years. 






Introduction to the OP Regional Competitiveness 

Within the overall aim of ensuring that the relevant institutions of the Republic of Croatia achieve readiness for eventual EU membership and develop institutional capacity and practical experience with the management of ERDF-type interventions, the Regional Competitiveness Operational Programme shall serve as a basis for using the EU pre-accession assistance for the purpose of achieving the strategic priority of promoting social and economic cohesion within Croatia and overall levels of national competitiveness. The OP seeks to do so in accordance with priority areas identified by the EC Regulation that established IPA and the Multi-Annual Indicative Programming Document for Croatia. 

In order to justify the concentration of EU assistance on specific development projects and measures, the following section of the OP sets out the strategic context and the socio-economic context of the relevant policy areas. With regard to socio-economic cohesion within Croatia, the relevant policy area is that of regional development. With regard to overall national competitiveness, the relevant policy areas eligible for IPA assistance are small and medium enterprises (SMEs), innovation, science and technology, research and development (R&D), and information and communication technologies (ICT). Measures aimed at internal socio-economic cohesion and national competitiveness make up a balanced and mutually coherent set aimed at achieving the strategic priority of this OP.

The Accession Partnership offers direction in terms of achieving economic competitiveness and socio-economic cohesion in the short- and medium-run. The economic priority identified in the medium-term is the need to further improve the business environment by improving conditions for the creation and development of private enterprises and direct investment and by simplifying rules of market entry and exit. There are several policy areas underpinning these achievements and, consequently, also the achievement of a territorially cohesive development and of overall economic competitiveness. One element underpinning success in that sense is the need to increase productivity by means of an increased investment into R&D, innovation and new technologies, among other through an enhanced cooperation between the private sector and scientific bodies. Secondly, it is necessary to pursue international standards, specialization, and focus on high value added products and services through more and better entrepreneurship training, assistance and business infrastructure, as well as networking and clusters. 

1. Policy and socio-economic context with regard to OP Regional Competitiveness

The following sections set out the context of policy areas addressed through this OP. These policy areas suggest that the OP is made up of two components, of which one aims to enhance Croatia’s overall competitiveness while the other targets socio-economic cohesion of areas within Croatia. Under the Structural Funds, the intention is to address these two components through their separate Operational Programmes, as is frequently the practice in the EU Member States. 

1.1. Competitiveness of the Croatian Economy 

The competitiveness agenda consists of multiple, interrelated policy agendas, falling under the scope of a number of line ministries. One of the policy areas essential to Croatian competitiveness is that of small and medium sized enterprises (SME). Another is the area of science, technology, research and development (R&D) and innovation. A third area featuring in this particular OP is that of information and communication technologies (ICT). The following section sets out the current policy and socio-economic context in all three areas, identifying challenges to be addressed – among other, through the EU pre-accession assistance.  



Small and Medium Enterprises (SMEs) 

The Strategic Development Framework (SDF) affirms the importance of entrepreneurship and stipulates that, besides removing the administrative and educational barriers to healthy entrepreneurship, which relies on seizing business opportunities and on changing the societal value judgement concerning entrepreneurship, a key condition for the development of an entrepreneurial and innovation climate is the implementation of harmonised state policies to stimulate entrepreneurship. The positive effect on entrepreneurship must become one of the basic criteria to assess all activities of the state and all forms of spending taxpayers’ money. 

According to the SDF, the development of an entrepreneurial climate implies the following goals: 
	Affirm entrepreneurship as the key activity on which social dynamics and integrity rely 

Increase the TEA index at least to 25% above the global average by 2013 
Promote the development of entrepreneurship as the main instrument of regional development 
Establish an integrated and consistent set of government policies aimed at stimulating entrepreneurship 
Develop lifelong learning for entrepreneurship 
Evaluate all government policies from the viewpoint of how they affect entrepreneurship

A number of measures are suggested to improve entrepreneurship climate:
	strengthen the efficiency of, and coordination between, the current incentive measures and the current entrepreneurial infrastructure to achieve maximum synergy between money, the efficiency of the entrepreneurial infrastructure, and the needs of enterprise. 

improve the efficiency of funds on the state level for incentives to entrepreneurship.
systematic evaluation of the effects of individual pieces of legislation on entrepreneurship and the entrepreneurial climate 
analyse the experiences of successful regional development agencies and successful projects in encouraging entrepreneurship, and attempt to transfer them into less prosperous regions. 
create legal opportunities to allow the state to invest in risk capital funds (especially regional and industry-specialised ones) 
encourage investments, especially greenfield investment.

1.2. Social and economic cohesion within Croatia 

The policy most directly related to social and economic cohesion is the policy of regional development. Its explicit aim is to assist areas lagging behind in terms of development to catch up with the national average. The regional development policy seeks to achieve territorially coherent growth through measures aimed at social and economic development. The following section sets out these policy tools, the institutional and legal structure supporting policy implementation, and concludes with the socio-economic context depicting the challenge of regional development in Croatia. 

National regional development policy

The ministry in charge of regional development in Croatia is the Ministry of Sea, Tourism, Transport and Development (MSTTD). As stipulated by the Act on structure and scope of central state administrative bodies, the MSTTD is competent for planning and implementation of regional development policy, proposing changes in the regional development management system, proposing and harmonisation of implementation of measures, programmes and projects of state aid, and assessment of their functioning. In addition, the Ministry is competent for ensuring necessary conditions for all the inter-ministerial working groups dealing with regional development, as well as their coordination. The implementation of several laws regulating  the development of regions lagging in development is also under the scope of MSTTD.

Three Directorates in the Ministry competent for activities dealing with regional development are: Directorate for Integrated Regional Development, Directorate for Islands and Directorate for Regional and Local Infrastructure The development of islands is pursued within the MSTTD’s “sea” segment, which is charged also with ports, maritime transport and maritime safety..

In the legal system of the Republic of Croatia, there are currently several acts representing direct instruments of regional development. These are the so-called regional acts, regulating particular issues and problems related to the development of particular parts of Croatia – mostly at local level.

Legislation related to regional development

The group of acts regulating issues of assistance to development of areas of special state concern are as follows:

       1. Act on Areas of Special State Concern Official Gazette No. 44/96, 57/96, 124/97, 73/00, 87/00, 94/01, 88/02, 26/03 and consolidated text 42/05 and 90/05
2. Act on Hilly and Mountainous Areas Official Gazette No. 12/02, 32/02,117703, 42/05 and 90/05
3. Act on Reconstruction and Development of the town of Vukovar Official Gazette No. 44/01 and 90/05
4. Islands Act Official Gazette No. 34/99, 32/02 and 33/06

1. Act on Areas of Special State Concern (ASSC) was adopted in 1996 and has since been amended several times. The Act determines Areas of Special State Concern and the measures of assistance for their reconstruction and development. These measures are aimed at natural and legal persons having residence/permanent residence or registered seat in these areas. The purpose of determining areas of special state concern is to: eliminate the consequences occurred due to war, stimulate faster population return, stimulate demographic and economic progress and achieve the most equal level of development of all areas in Croatia.

The ASSCs, determined at the level of local self-government units or their parts, are divided into three groups. The criteria used for the classification of the first two groups are the circumstances that occurred on the basis of the state of occupation and the consequences of aggression against the Republic of Croatia. They thus comprise the territories of towns and municipalities occupied during the Homeland war. For the third group additional four criteria of classification are introduced, irrespectively of the state of occupation: a) criteria of economic development, b) criteria of structural difficulties, c) demographic criteria and d) special criteria (municipalities near the border which became state border following Croatia’s independence, and mined municipalities that do not enter the first two groups). 

Mechanisms by means of which one tries to realise the basic purpose of this regulation are housing care of the population in ASSCs by setting criteria for granting of houses, apartments, land for building and construction material; tax relief for transaction and acquirement of immovable property on areas of special state concern, tax relief on inheritance and gifts; compensation for exploitation of mineral raw materials. Besides, the Act stipulates ceding of revenue tax and profit tax revenues to local units in areas of special state concern realised in their territory. 

The Act for the most part resulted from the need to offer to war-torn areas appropriate assistance in order to, as fast as possible, and in as great number as possible stimulate the return of displaced and refugee population. Although its purpose was not stimulation of development of areas lagging behind the national average, the Act evolved with time allowing for the inclusion of the entire state territory lagging behind and thus for becoming the basis of an active development policy. This is made obvious by the introduction of the third ASSC category, whose criteria are not war-related. Nonetheless, the Act fails to regulate issues crucial to building a coherent system of managing development activities. 

2. The Act on Hilly and Mountainous Areas defines another set of areas of special concern for the Republic of Croatia. The Act enumerates local self-government units having the status of hilly-mountainous areas. Local units excluded form the implementation of this Act are areas the status of which has been regulated by other legislation relating to some development issues. The Act is to stimulate these areas’ demographic reconstruction, create preconditions for a better usage of natural and economic resources in order to achieve socio-economic growth and development, and allow for preservation of biological and landscape diversity.

3. The Act on Reconstruction and Development of the Town of Vukovar stipulates measures of assistance and stimulation for reconstruction and development of the town of Vukovar with the objective of removal consequences occurred during Homeland War. This task was determined as a special concern task for the Republic of Croatia, as a consequence of the complete devastation of all the aspects of this town.

Incentive measures of assistance for the realisation of the basic purpose of this regulation relate in their major part to: the buildings damaged or destroyed by the war; de-mining, return of refugees and displaced persons; employment and opening of new jobs; introduction of information technology to economic and social entities and bodies of state and local administration; technical and technological modernisation; education and vocational training; development of entrepreneurship; protection of environment.

Every year, not later than 60 days from entering into force of the state budget, the Government of the Republic of Croatia passes the Plan of Reconstruction and Development of the Town of Vukovar containing specific projects and their competent entities and the manner of their financing, schedule and deadlines of their implementation. The Council for Reconstruction and Development of Vukovar and the City Council of the Town of Vukovar (the local representative body) participate in its drafting as advisory bodies.


4. The Islands Act is based on the principles of National Island Development Programme, its purpose being to protect and stimulate the development of islands as natural resources of the Republic of Croatia which are of its special interest and enjoy its special concern and protection. The Act defines legal framework for management of the development of islands at all the levels of state government regulation (central, county and municipalities and city level).

By a system of enumeration, the Act divides islands into two basic groups, based on a combination of two criteria, the criterion of development/underdevelopment and that of presence or absence of population on particular islands or island groups. According to these criteria, the first group includes insufficiently developed/underdeveloped and small, occasionally populated or non-populated islands or very small islands. The second group covers all the islands which are not included in the first group and the Pelješac peninsula. The Government of the Republic of Croatia may by its decision allot any of the islands to one of these groups, on the basis of their specific location and problems (placing an island in the first or second group or allotting a developed island from the first group to the second group and vice versa). The Act prescribes measures the objective of which is to realise the primary purpose of this Act. Fundamental documents include the Sustainable Island (i.e. groups of islands) Development Programmes and the State Island Development Programmes. The Sustainable Island Development Programmes are passed by the Croatian Government at the proposal of central bodies of state administration and units of local self-government on the territories for which the said programmes are passed, and pursuant to drafts and previous opinions of central administrative bodies and coastal-island counties. The Act defines the total of 26 islands or groups of islands for which the programmes are passed, and are implemented by the island or coastal-island municipalities or cities, or by the coastal-island counties. State Island Development Programmes are passed by the Croatian Government, taking into consideration the previous opinion of the Island Council, Island Committees and the Croatian Competition Agency. The Act envisages a total of 13 such programmes, the drafting of which is coordinated by the central body of state administration competent for the implementation of the Act.

2. Bodies and institutions in charge of regional development 

Because of a strict sectoral approach to the institutions of the central government, several line ministries are competent for preparation of development policy, programming, implementation of programmes and their monitoring. Beside the MSTTD, the central level institutions having a significant role relating to regional development are the following ones:
	Regional Development Fund,

Fund for Development and Employment,
Fund for Reconstruction and Development of the City of Vukovar,
Ministry of Finance,
Central State Administrative Office for Public Administration,
Ministry of Agriculture, Forestry and Water Management,
Ministry of the Economy, Labour and Entrepreneurship,
Ministry of Environmental Protection, Physical Planning and Construction,
Ministry of Science, Education and Sports,
Ministry of Health and Social Welfare,
Croatian Employment Office,
Croatian Bank for Reconstruction and Development,
Croatian Bureau of Statistics.

The Regional Development Fund is involved in direct financing of regional development activities. The Act on the Regional Development Fund established the Fund in 2001, regulating the financial support for encouraging coherent development across Croatia. Assistance is aimed especially at the development of formerly war-torn areas, sparsely populated areas, ASSCs, islands, hilly and mountainous areas, border areas, areas with structural difficulties, and areas whose GDP is below 65% of the national average.

To support these areas, the Fund can receive funds from the State Budget, from privatisation income, long-term bonds, loans from financial institutions, bilateral loans, grants and other sources. In practice, however, the State Budget is the only resource for the moment. Funds are primarily earmarked for the implementation of the projects related to infrastructure (as a pre-condition of economic development), and economic projects which need to be cost-effective, environmentally friendly, based on domestic resources and employment of local population. Projects assisted need to have been envisaged in the relevant county’s development plan – the so-called Regional Operational Programme (ROP). Once the Fund issues a call for proposals, counties conduct the first selection of projects, while the final selection is done by the Fund. If the projects are of equal importance the Fund selects those that envisage a higher percentage of self-financing.

The repayable funds available from the Fund are offered under the terms that are more favourable than the terms on the capital market. Projects in infrastructure proposed by areas whose financial power (budget funds per capita) is below 65% of the national average may receive (by decision of the Fund’s managing board) up to 50% of non-repayable funds for the investment project. 

Besides central government bodies there are, within the self-government competences of regional and local units, administrative bodies (administrative departments or services) responsible for the issues relevant for regional and local development in the counties and in a number of towns. The legal framework in Croatia does not foresee an obligation of setting up a body in charge of regional development at the regional (county) level. Such bodies are the reflection of the perceived needs and possibilities of counties, town and municipalities. There are, in the majority of counties and in many towns, one or more development institutions founded by the sub-national self-government: county (or local) development agencies, entrepreneurship centres at county and local level (support of SMEs with loans, consultancy services, information, vocational training and entrepreneurship promotion), technology centres etc. These institutions have a more or less developed degree of partnership and cooperation with central government institutions.

A great number of institutions working on regional and local development in Croatia, particularly on SME development, have joined a national network, the Association of Croatian Institutions for Support of Entrepreneurs, including regional development agencies, entrepreneur centres, entrepreneur incubators, chambers of commerce, chambers of crafts and trade etc. A great number of them have an active role in the development at county level. The most famous examples of successful agencies are the Istrian Development Agency (IDA) set up as a partnership of local self-government units, and the Međimurje Agency for Regional Development – heir of the Međimurje Entrepreneurship Centre that participated in design and implementation of projects in the county in the past six years.

Part of the developmental institutional network at the sub-national level are the county offices of the Croatian Employment Service and councils set up by the National Council for Social Partnership to gather employers and trade unions at the county level in order to deal with local issues of socio-economic development.

Counties, however, play the key role and initiative with regards to development at the sub-national level. One of the significant moves in the sense of developing institutional capacities for development at county level is the work on the so-called Regional Operational Programmes (ROP). At first, their development was stimulated by the EC Delegation and the UN Development Programme (UNDP), as a prerequisite for the use of CARDS assistance targeting investments in war-torn counties. With government support, ROPs were designed in eight of these counties. The process of ROP development eventually expanded to other counties, as well. Today almost all counties have a ROP, which serves as a basis for searching for EU, other donor and state budget support to implement development projects. Institutions, procedures and methods set up and used in the ROP context moreover offer significant potential for institutionalizing regional development and aligning it with the principles of partnership, co-financing, and strategic development planning, which are the requirement for Croatia’s use of the Cohesion Policy funds upon accession to the EU.   

Besides the Strategy within this CARDS project, a draft proposal of an Act on Regional Development was prepared, by means of which a coherent system of regional development management is set up. The Act for the most part reflects concepts and solutions proposed within the CARDS project, thus ensuring the legal foundation for their implementation. During the drafting of the proposal, special care was taken to align the principles and the practice with the EU Cohesion policy. The outcome of the project had been evaluated positively in the European Commission regular reports on Croatia's progress towards EU accession. Croatia 2005 Progress Report (COM (2005) 561 final), European Commission, Brussels, Brussels, 9 November 2005, SEC (2005) 1424, p. 82. The MSTTD continues to upgrade the propositions of the Act, in light of the EC recommendations extended in the context of the screening process and the negotiations of Chapter 22 Regional Policy and Coordination of Structural Instruments. 

A consensus on the main elements of a future regional development policy reform has been reached through inter-ministerial coordination and partnership consultations under the CARDS 2002 project.

In order to increase the efficiency and effectiveness of the national regional development policy and to align it with the Structural Funds principles, the draft Act on Regional Development provides regulations for several very significant issues indispensable for development activities management:
	a practice of partnership as a basic method of work in formation of regional development policy and as a fundamental institutional structure that is to enable such participative method of work .

a single assessment and classification model of local and regional self-government units according to the development level as well as a single criteria system for designation of regions with development difficulties.
basic planning documents, by means of which a harmonised and standardised basis is set up for conducting a regional development policy in Croatia. 
the role and responsibility of bodies in charge of the overall regional development policy at the national level.
the role and accountability of local and regional self-government units in designing and conducting a development policy.
a mechanism of cooperation between central state and lower levels of public authorities.
a monitoring, evaluation and reporting system, in order to follow up on the implementation of the relevant planning documents.
the basic principles of regional development policy management, reflecting the basic principles of the Structural Funds management and the Cohesion policy terminology.

The regional policy reform should draw from the good practice in the field, and institutionalize the process of regional development planning at the level of counties. The existing ROPs would, for that purpose, have to be upgraded according to common national guidelines and made into quality strategic documents, aligned with the national budget planning and the national development priorities. In order to draw foreign as well as national financial assistance, these county development strategies (CDS) would be elaborated in line with the priorities of the different EU assistance programmes as well. A precondition of an improved development planning process in the regions is continued administrative capacity building in the counties as well as in municipalities and all other relevant actors. Assistance should be extended to the process stakeholders with regards to knowledge and skills related to regional development, EU pre-accession assistance and the Cohesion policy, as well as regarding the practice of planning, coordination, and partnership. A possible boost to the counties’ technical capacity with regards to development planning, project preparation and project management are county development agencies, to be set up at the level of each county, accredited according to uniform national criteria, and assisted financially by the MSTTD initially. 

The overall goal of a policy reform should, in other words, be a pro-active, systematic and integrated regional development policy, covering all of Croatia’s territory and extending assistance to particular areas according to the same set of criteria. In so doing, the policy principles would be aligned with European i.e. Structural Funds standards and practices. In addition to new policy tools and structures which would ensure a more effective, objective and inclusive approach to regional development, the reformed policy should shift the accent of national assistance towards a more pro-active set of development measures which in a more direct manner contribute to socio-economic development.   

3. Strategic priorities

The Republic of Croatia proposes to use IPA funding from the European Commission to co-finance a "Regional Competitiveness" Operational Programme (RCOP) for the period 2007-2013. 

The proposed Operational Programme for Regional Competitiveness is directly related to one of the Priorities of Croatia’s Strategic Coherence Framework, namely “Achieve higher competitiveness and a balanced regional development by encouraging research and technological development, small and medium-sized enterprises, development of the information society and e-Croatia, alongside with improving overall social and economic conditions in underdeveloped areas.”

The overall aim of this Operational Programme is to develop the capacity in Croatian institutions to programme and implement activities supported by the European Regional Development Fund on accession to the European Union.

The operational objective of the Programme is to assist Croatian institutions to design and implement effective policies for the promotion of regional cohesion and competitiveness, in the general framework of the Lisbon Agenda. 


3.1. Concentration of assistance 

Assistance made available to Croatia through the RCOP will concentrate essentially on:
(i)	Capacity building with the aim of preparing Croatian institutions and beneficiaries for delivery and absorption of support from the European Regional Development Fund on accession, and 
(ii)	On those areas of investment identified by the relevant strategic EU and national documents as being crucial to competitiveness and socio economic cohesion. 

While it is proposed to concentrate IPA resources under this Operational Programme further (in terms of both location and theme) Croatia’s development needs under both IPA and the Structural Funds will include issues related to both Croatia’s overall competitiveness in the wider European context and the need to ensure a balanced approach to socio-economic cohesion between the regions of Croatia. Neither can be ignored.

This Programme therefore proposes to concentrate on the following investment areas: 
	Promotion of entrepreneurship, 

Innovation and technology development, 
Development of knowledge-based economy and information society, 
	Business related and basic communal and social infrastructure

Increasing relevant administrative capacity on both the national and sub-national level. 

Moreover, where appropriate, the projects assisted through this Operational Programme will concentrate their efforts in locations that suffer social and economic disadvantage compared to the rest of the national territory. In addition to this overall concentration, individual projects delivered through the measures may be further concentrated (in terms of location, type of activity and target group) through the elaboration of appropriate selection criteria (see Section 5 below). 

As previously pointed out, the overall aim of assistance provided through all four OPs supported by IPA Components III & IV is to ensure that the relevant institutions of the Republic of Croatia develop institutional capacity and gain practical experience with the management of Structural Funds-type interventions, and achieve readiness for eventual EU membership.  IPA is seen as a bridge to eventual Structural Funds management, through the experience of programming and implementing these OPs and it is being proposed that they should have the same operating structure as for the Structural Funds.

We are seeking to strike a balance between maximising the learning benefits for Croatia’s institutions and concentrating activity in order to maximise impact. Given the limited resources of IPA and the unlikelihood of it having a significant macro-economic impact we suggest that the main principle in its targeting should be to provide as much useful experience as possible for the relevant institutions. 


3.2. Complementarities and synergies with other OPs and IPA components and with assistance provided by IFIs and relevant international donors

This section gives an overview of complementarities and synergies of this OP with other IPA OPs as well as with other foreign assistance extended to Croatia in the relevant policies in the past. 

Because of the multi-sectoral character of regional development, there is need for coherent sectoral programming across the different IPA components, of which most have a more or less direct impact on territorially cohesive development. In the programming of this Operational Programme, particular care was therefore taken to promote complementarities between activities supported by this OP and the other two OPs under IPA Component III, as well as with activities supported under IPA Components II (Cross-Border Cooperation, CBC), IV (Human Resources Development) and V (Rural Development). By avoiding overlaps and enhancing synergy across measures, it was sought to enhance the impact of limited IPA financing available to Croatia. 
In comparison to the other two OPs under IPA Component III, the Regional Competitiveness OP supports infrastructure investments of a smaller scale. The envisaged infrastructure investments are, in other words, of local or regional significance. Secondly, the OP envisages basic infrastructure of immediate relevance for business promotion and development of a given area, whereas a different conditionality (that of alignment with the relevant acquis communautaire) holds for infrastructure supported by the OP Transport and the OP Environment. 

Where coordination with the OPs under IPA Component II is concerned, the overlap in terms of activities supported and geographic areas covered cannot be completely avoided. Nineteen out of Croatia’s 21 counties are border regions. However, CBC projects do have significant valued added compared to similar projects under RC OP and the thematic and geographic overlap is therefore not an issue of concern. Traditionally, cross-border cooperation programmes which are supported through the Community Initiatives cater to development needs similar to those addressed by the “mainstream” regional development programmes (i.e. those supported under Objectives 1, 2 and 3 until 2007); their value added, however, lies in the form of assistance and the logic of projects underlying it, rather than in the thematic scope. In that sense, despite certain overlap in measures, compared to the Regional Competitiveness OP, measures financed under the CBC OPs contribute also to an improved cross-border governance, cross-border networking and to an exchange of experiences and policy learning. The impact of CBC projects is thus greater than the impact of the immediate project output.

While the process of preparation of the CBC OPs with EU member states is in the progress, with non-member states has not yet started. Up to now the priorities and measures for CBC have been agreed with Slovenia and Hungary.
Strategic objective of the draft proposal 2007-2013 CBC OP with Slovenia is to support and promote sustainable development of the whole respective cross-border. For achieving this strategic objective the following fields of intervention have been proposed:
	Support to entrepreneurship development;

Improvement of tourism and rural development;
Environment protection; 
Nature and culture protection and sustainable development in particular protection of environment and preservation and revitalization of natural and cultural assets of cross-border area; and
Support actions on cross-border cooperation and exchange of experiences and know-how between the two countries. 
Horizontal themes: human resources development, innovation and networking

The main objective of the draft proposal 2007-2013 CBC OP with Hungary is the creation of a liveable border zone with intense interaction between the two sides. The recognised areas of interventions are:

	Joint economic development and labour market (indicative activities: support for cross-border partner finding infrastructure, cross-border labour market mobility furthering, joint local-regional strategies, programmes, networks); 

Complex ecotourism-based development programme for the Mura-Drava-Danube river area (indicative activities: the creation of a common strategic and detailed territorial product plan, construction of ecotourism infrastructure, landscape development, common marketing, privat investment attraction, environmental maintenance);
Common educational and cultural space (indicative activities: cross-border education training and exchange projects, joint RDI efforts, cultural cooperation projects, joint heritage management);
Bilingual border space (indicative activities: mutual teaching of languages, bilingualism in signs, documents, etc).

With regards to measures under the OP Human Resources Development, there is no concern of overlap with this OP. Whereas investments provided under the OP Regional Competitiveness target the needs of the private sector in terms of both services and infrastructure, the OP Human Resources Development contributes to the economy by strengthening the labour market. Of particular relevance for the competitiveness of the business sector are OP measures aligning the relevance of training and education with market needs and improving the quality of Croatia’s employment policy. Such investments into the human capital are complementary to investments under the OP Regional Competitiveness, as soft and hard investments together are the key to an enhanced competitiveness.   

There is scope for overlap between RC OP measures and those under the third IPARD priority – development of rural economy, which envisages investments into local rural infrastructure and into the development and the diversification of economic activities in rural areas. Rural areas include “areas of special state concern” and make up some 84% of Croatia’s territory. Coordination of RC OP measures with IPARD measures is carried out systematically through the inclusion of a representative of the responsible Ministry (Ministry of Agriculture, Forestry and Water Management, MAFWM) in the RC OP working group. The investments in basic infrastructure proposed under the draft IPARD OP (building or adaptation of local public unclassified roads, fire prevention/multi-functional roads, sewage and wastewater treatment systems) are mainly for small rural villages and the purpose is to increase the quality of daily life. In the case of the RC OP, the specific projects will be oriented towards supporting economic activities, i.e basic infrastructure investments under the RC OP are business-related. The other component of the rural development priority under IPARD concerns direct investments for into crafts and agricultural holdings with the purpose of enhancing rural tourist services and direct marketing of agricultural products. With this component there is no overlap at this time: firstly, because tourism-related services and infrastructure envisaged under the RC OP are of public character and secondly, because direct investments into SMEs are not envisaged by the current RC OP measures. Should investment aid for SMEs become a measure under RC OP, such aid will not target SMEs in agriculture or rural tourism.

Co-ordination with other OPs, therefore, will not only ensure that unnecessary overlapping is avoided and effectively prevent “double-billing” but also promote possible complementarities and synergies. Preference will normally be given to projects that are complementary to actions supported by another IPA OP or Component, provided of course that they meet the other selection criteria.

Number of institutional arrangements are being proposed to promote complementarity and coherence between the various Components of IPA and the OPs that they support. CODEF takes overall responsibility for coordinating programming and monitoring activities under the IPA programme in Croatia. CODEF’s Department for EU Programmes in the Field of Capacity Building for EU Accession is responsible for co-ordinating IPA Components I, II and V. The Department for EU Programmes in the Field of Economic and Social Cohesion takes responsibility for the co-ordination of IPA Components III and IV.  

In addition to the overall co-ordination function that will be assumed by the IPA Monitoring Committee, it is proposed that representatives of the Sectoral MCs for Component II (Cross-Border Cooperation) and Component V (Rural Development) are invited to attend the RCOP / HROP Monitoring Committees. 

4. Priority axes and measures 

4.1. Priority axes

Priority axis 1 – Supporting Entrepreneurship Development

In order to improve competitiveness of Croatian economy it is necessary to create an environment that will encourage entrepreneurship and innovativeness as well as stimulate investment in knowledge and human resource development which enhance the competitiveness of enterprises. Therefore, it is essential to advance the continuous improvement in SME management, access to finance, and use of ICT in business development, as well as networking and cooperation between companies – as indicated in the EU Charter on Small Enterprises. 

Priority axis 2 – Promoting Innovation and Technology Development

Development of a knowledge-based economy and innovation capacities is fundamental to increasing the share of industries with a high value added and thus contributing to the competitiveness of the Croatian economy. Activities aimed at development of knowledge-based economy and information society are therefore a government priority. The aim is to encourage investments that foster technological development, innovation and transfer of knowledge.

Priority axis 3 - Enhancing Business Related and Basic Communal and Social Infrastructure 

Adequately developed communal and social infrastructure is a precondition for economic development, attraction of investments and improvement of the quality of life. Counties that are lagging behind and contain disadvantaged areas continue to suffer from a deficit of basic infrastructure that restricts their accessibility and acts as a disincentive to productive investment and is as such a barrier to development. In addition, improvement of business related infrastructure is crucial to advance entrepreneurship activity and unlock development potential throughout Croatia. 

Priority axis 4 – Technical Assistance

Technical Assistance Priority Axis is envisaged to cover any necessary preparatory, management, monitoring, evaluation, information and control activities related to the implementation of the programme or preparation of future programmes and projects, together with activities to reinforce the administrative capacity for implementing the programme, up to a maximum of 10% of the IPA allocation to the programme.

Management of IPA, and specifically, this OP, will involve extraordinary costs that do not form part of the Croatian administration’s traditional operating expenses. This includes: information & publicity on IPA; the development of monitoring indicators and an EU funds Management Information System; the commissioning of external, independent experts for interim and ongoing evaluations; and the costs of managing and implementing the IPA programmes.

Moreover, IPA is designed as a pre-cursor to Structural and Cohesion Funds, and it is essential that Croatia develops the capacity to implement these funds. IPA is an opportunity to learn how to manage funds according to EU rules, and to build sustainable institutional structures, systems and skills for the transition to Structural Funds.  

Furthermore, the preparation of sufficient, well-designed and mature project proposals will ensure use of EU assistance in a timely and technically acceptable manner. 
Croatia is fully aware of the difficulties that recent new Member States have encountered in absorbing the allocations of Structural Funds that were made to them, and is committed to using technical assistance to put in place rigorous systems and training to ensure that project management capacities are strengthened and risks of ineffective absorption minimized. 

4. 2. General selection criteria & process

The aim of the OP is to select the projects which best fit the OP’s objectives, while spreading the benefits of learning from the systems and practices of IPA management, as a closer experience to Structural Funds programme and project management than previous EU pre-accession funds. To be supported under the OP, projects should be financially, economically, socially, and environmentally sound.  In order to demonstrate this, they will have to be prepared according to a number of selection criteria, against which they will be assessed.  

Appraisal of projects is a three stage process. It involves:

	Administrative screening - formal checks for completeness of the application and the supporting documents;


	Eligibility checks – for eligibility of activity and project costs; and 


	Qualitative appraisal - scoring the project against the project selection criteria defined in advance


4.2.1. General eligibility criteria

There are a number of general selection criteria that will be adhered to in the implementation of the Regional Competitiveness OP, as follows: 

	Project must comply with the overall SCF strategy, and national Croatian and European Community policies;

Projects must demonstrate coherence and logic with both measure and priority specific objectives under which funding is applied for; 
Projects must demonstrate value for money;
Projects must demonstrate genuine additionality – that is, the project would not have gone ahead without EU assistance;
Projects must be viable – that is, deliverable by existing or planned administrative capacity;
Projects must be compatible with the “cross-cutting” concerns of promoting gender equality and environmental sustainability.”


4.3. Measures under Priority Axes 

These are the measures that will be implemented within the Regional Competitiveness Operational Programme in order to achieve its objectives.

4.3.1. Measures under Priority Axis 1  

Title of Measure
Enhance SME performance and competitiveness

Description
The measure will provide support to business advisory services (particularly in relation to management development, market research, networking, innovation and effective business use of ICT), and cluster development.

Objectives of Measure
The objective of the measure is to promote the enterprise development and competitiveness by providing adequate entrepreneurship climate and accessible business support services.
It will contribute to supporting development and freeing up resources while overcoming constrains to greater enterprise interaction and enhanced use of information technologies in business operations. As such it would facilitate easier access to the domestic and foreign markets.

Final Beneficiaries
The measure may focus on the following types of beneficiaries:
	Central government institutions and bodies

Regional and local authorities
Regional development agencies
Entrepreneurship centres
Public private partnerships

 Activities
Activities under this measure, aligned with European Charter for Small Enterprises, will provide support to development of business advisory services, foster enterprise linkages, such as clusters (horizontal and vertical) by providing the frameworks for public/private and inter-firm partnerships. They will include the following:
	Co-financing the fee of consultancy used by private and public bodies in the area of specialized technical, managerial and financial services (e.g. business plan preparation, strategic planning, market research, management skills, marketing, TQM, product development, preparation for EU requirements, information on domestic and foreign aid schemes, preparation of applications, completion of audits and preparation of feasibility studies in order to spread the knowledge and application of processes necessary for growth.);

Co-financing the establishment, organisation and management (technical assistance) of new networks consisting of micro, small and medium-sized enterprises, supporting increased cooperation among public and private local institutions to promote local production, innovation, collective learning and networking;
Co-financing the strengthening and extension of existing networks:
	joint investments of the co-operating enterprises (machinery, construction, licensing, know-how),

the development of existing networks (promotion of services and counselling activity which supports improved co-operation), 
elaboration and promotion of co-operating enterprises’ joint image/branding (logo, marketing);
	Co-financing networking events (specialist speakers, company visits, seminars, training), trade fairs & missions;

Co-finance actions in the field of public relations, advertising and publishing of cluster literature;
	Construction (upgrading and maintenance) of general infrastructure conditions necessary for cluster operations;

Co-financing technical assistance related to investment promotion activities, undertaken by regions and by other appropriate actors/institutions at the sub-national level.
Selection Criteria
Projects that comply with the objectives of the measure will be selected by way of evaluation in accordance with best practice. 

The applicant must have stable and sufficient sources of funding to maintain his activity throughout the period during which the action is being carried out or the year for which the grant is awarded and to participate in its funding. The applicant must have the professional skills and qualifications required to complete the proposed action.

Beneficiaries will therefore be evaluated and selected based on the following criteria: 
	Conformity with the measure,

Contribution to measure objectives,
Conformity with the SCF priorities,
Conformity with the priorities of the SDF,
Consistency with the ROP/County Development Strategy
Quality of the contents of proposed project, including technological viability, financial viability, competence of human resources/consortium and management, cost structure and cost efficiency,
The potential of proposed works to encourage investment, employment creation and social inclusion,
Environmental enhancement,
Positive contribution to poverty alleviation
Positive gender impact,

Proposed Monitoring Indicators
The proposed monitoring indicators will consists of the following two type of indicators:

1)      Indicators of administrative capacity – MELE:
	Number of grant applications received,

Number of grant contracts signed,
All grant contracts properly monitored,
Number of regional operators capable of making grant applications without external support,
Number of regional operators capable of managing and administrating EU projects without external support.

2)      Indicators of output:
	Number of projects receiving financial assistance

Number of projects completed
Number of SMEs receiving advisory services
Number of co-operations supported
New businesses established (Men/Women owners)
Improved economic status of the local businesses




4.3.2. Measures under Priority Axis 2


Title of Measure
Supporting the development of innovative enterprises and the commercial adoption of high-technology.
Description
The measure will support investments aimed at developing links between business and research institutions/networks, supporting the commercialisation of R&D.

Objectives of Measure
The objective of this measure is to increase the commercialization of research results and thereby support the creation of new high technology and innovative enterprises by establishing necessary business support infrastructure in a sustainable fashion.

Final Beneficiaries 
The measure may include the following types of beneficiaries:
	Central government institutions and bodies,

Universities and publicly funded research organizations,
Technology and innovation incubators,
	Technology transfer institutions,
	Regional development agency, 

Regional and local authorities,
Public foundations,
Other foundations.
 Activities
Activities within this measure will stimulate technological innovation, utilization of research results, transfer of knowledge and technologies, the setting up of technology businesses and using of ICT in business, especially by:

	Co-financing construction, renovation and equipment of new development centres, related to national R&D priorities or to the development needs of local SMEs regarding innovation and technological development,

Modernising/purchasing the equipment and IT infrastructure used for research and development of support for e-business,
Co-financing of research and development projects (especially aimed at joined patenting); 
Co-financing advisory services in the process of commercialization of innovation (including patenting and licensing support scheme for individuals and SMEs), technology transfer options and developing a business,
Providing management and financial support for new innovative enterprises.

Selection Criteria
Projects that comply with the objectives of the measure will be selected by way of evaluation in accordance with best practice.

Applicants will need to be organizations which must partner with higher education institution and/or national/regional/local authorities in order to implement grant scheme/works contracted. 

The applicant must have stable and sufficient sources of funding to maintain his activity throughout the period during which the action is being carried out or the year for which the grant is awarded and to participate in its funding. The applicant must have the professional skills and qualifications required to complete the proposed action.

Beneficiaries will therefore be evaluated and selected based on the following criteria: 

	Conformity with the measure,

Conformity with the SCF priorities,
Conformity with the priorities of the SDF,
Quality of the contents of proposed project, including innovativeness, technological viability, financial viability, competence of human resources/consortium and management, cost structure and cost efficiency.

For the establishment of the incubators the following additional criteria will be considered: 
	Experience of applicant in industrial issues and/or creation/operation of business incubators and/or similar projects (duration of experience, number and size of projects) 

Organizational structure of private company/organization (type, range of activities, size, organization, composition of firm, image) 
Qualifications and experience of the personnel that will be involved in the project 
Facilities of private company/organization (buildings and equipment) 
Implementation plan of the project (area of specialization and the possible benefits for the local economy will be considered) 
Financial health / ability to finance the program/project 

Proposed Monitoring Indicators
The proposed monitoring indicators will consists of the following two type of indicators:

1)      Indicators of administrative capacity – MSES/BICRO/MELE:
	Number of grant applications received,

Number of grant contracts signed,
All grant contracts properly monitored,
Number of regional operators capable of making grant applications without external support,
Number of regional operators capable of managing and administrating EU projects without external support.

2)      Indicators of output:
	Number of start-up firms 

Number of research projects supported
Number of supported research students (Men/Women)
Number of firms receiving financial support for RTDI projects and technology purchase
Number of advice/training sessions
Number of SMEs assisted
Number of collaborative projects between firms and research/higher education institutions
	Research institutions supported
Surface area made available (Ha)
Floor space constructed / refurbished (m2)
Number of joint services created
Number of spin-off
Number of patents and licensing agreements

4.3.3. Measures under Priority Axis 3


Title of Measure
Development of basic and business related infrastructure 
Description
The measure will support the investment related to an enhanced economic activity and development potential, including, where appropriate, investment in infrastructure for education and training. Assistance will be directed into investments whose both, relevance and strategic importance have been identified through counties’ development strategies. 

Objectives of Measure
The objective of this measure is to increase economic potential and attractiveness of Croatian regions for investments, by improving business related and basic communal and social infrastructure, especially in disadvantaged areas including islands where undeveloped infrastructure still presents a significant obstacle to development.

It will contribute to a balanced and sustainable regional development, reduced regional socio-economic disparities and increased competitiveness of the regions and the entire country. 
 
Final Beneficiaries 
	Central government institutions and bodies

Regional and local self-government authorities
Regional/local-owned public institution, company or association
A regional/local tourism board
Public private partnerships Educational institutions
Health and social care institutions
Public utility providers
Port service providers
NGOs 
Other public bodies

 Activities
Activities within this measure will improve the quality of infrastructure in order to create more attractive environment that will support and encourage private investment in enterprise creation and commercial, residential and tourism activity, especially by:

	Construction of communal, social (educational and health) and business related infrastructure

Reconstruction of communal, social (educational and health) and business related infrastructure
Modernization/extension of existing communal, social (educational and health) and business related infrastructure (e.g. purchasing equipment)
Monitoring of the implementation and the impact of the measure,
Evaluation of the impact of actions and projects funded under the measure.

Selection Criteria
Projects that comply with the objectives of the measure will be selected by way of evaluation in accordance with best practice. 

The grant scheme selection criteria will need to specify that applicants from disadvantaged areas will be eligible to apply for both business related and basic communal and social infrastructure, whereas applicants from other parts of Croatia would be eligible to apply for business related infrastructure only, including for investments in tourism infrastructure.

The applicant must have stable and sufficient sources of funding to maintain his activity throughout the period during which the action is being carried out or the year for which the grant is awarded and to participate in its funding. The applicant must have the professional skills and qualifications required to complete the proposed action.

Beneficiaries will therefore be evaluated and selected based on the following criteria: 

	Conformity with the measure,

Conformity with the SCF priorities,
Conformity with the priorities of the SDF,
Consistency with the ROP/County Development Strategy
Quality of the contents of proposed project, including technological viability, financial viability, competence of human resources/consortium and management, cost structure and cost efficiency,
The potential of proposed works to encourage investment, employment creation and social inclusion.

Proposed Monitoring Indicators
The proposed monitoring indicators will consists of the following two type of indicators, according to the principle of proportionality (investment vs impact):

1)      Indicators of administrative capacity – MSTTD:
	Number of grant applications received,

Number of grant contracts signed,
All grant contracts properly monitored,
Number of regional operators capable of making grant applications without external support,
Number of regional operators capable of managing and administrating EU projects without external support.

2)      Indicators of output:
	Number of projects receiving financial assistance

Number of projects completed
Road constructed/upgraded (km) 
Number of public buildings improved
Number of ports and harbours upgraded
Number of attractions created / improved
Number of new training institutions
New tourism businesses established (Men/Women owners)
Improved economic status of the local tourism businesses
Sign-posting of business and tourist sites on the main roads
Number of new tourism information centres
Number of protected cultural heritage sites with a high tourism potential
Number of new sporting and cultural infrastructure primarily aimed at tourism development
Ha of industrial sites made available
Floor space constructed / refurbished (m2)

4.3.4. Measures under Priority Axis 4

Title of Measure
Project preparation
Description
The preparation of the technical documentation that is needed to support the pipeline of projects.  
Objectives of Measure
To prepare a project pipeline for all measures and ensure sufficient projects are fully mature and ready for submission to the Project Selection Committee throughout the programme’s duration.
Final Beneficiaries
Regional and local self-government authorities,
Regional/local-owned public institutions, companies or associations,
Educational institutions,
Universities and publicly funded research organizations,
Technology and innovation incubators,
	Technology transfer institutions,
	Regional development agencies, 

Public foundations,
Other foundations
	Educational institutions
NGOs
Other public bodies
	Local experts 


 Activities
Support to potential grant applicants including any necessary preparatory activities for projects and grant applications.
Selection Criteria

To follow.
Proposed Monitoring Indicators
Number of institutions receiving TA 
Person days of consultancy support provided
Number of project applications submitted on time with full set of documentation
Percentage of project applications assessed as being of acceptable quality
Number of final beneficiaries capable of making project applications without external support
Percentage of OP funds absorbed under Priority Axes 1-3







Title of Measure
Programme management and capacity-building 
Description
Support for programming, monitoring, the establishment of a monitoring information system, evaluation, information & publicity and any other aspects of managing and implementing the RCOP as well as developing capacity in Croatia in relation to these activities.
Objectives of Measure
To ensure efficient and effective OP management, and develop the institutional capacity for managing and absorbing IPA.  
Target Groups 
Officials and staff from the institutions listed as final beneficiaries below.
Final Beneficiaries
Central government institutions and bodies (the Audit Authority, members of the Monitoring Committee and Project Selection Committees)
Regional and local self-government authorities,
Regional/local-owned public institutions, companies or associations,
Universities and publicly funded research organizations,
Technology and innovation incubators,
	Technology transfer institutions,
	Regional development agencies,

Public foundations,
Other foundations
	NGOs
Other public bodies

 Activities
Specific, tailored support on coordination and management of the OP, including programming, monitoring, financial management and control;
Sectoral assistance to strengthen the capabilities of relevant line institutions and potential beneficiaries in the fields of competitiveness and social cohesion; 
Aid to enhance the specification, collection and use of statistics, which will be necessary for effective monitoring and evaluation under IPA RCOP and eventually the ERDF. 
Capacity-building in civil society, for key beneficiaries of IPA RCOP (and ESF in future). 
Consultancy support (including advice and training) to the Croatian administration, its socio-economic partners, beneficiaries and civil society (see Section 7 for further details).
The costs of public officials involved in managing and implementing IPA RCOP (see Section 7 for further details). 
The development of the monitoring and Management Information System (see Section 8.1)
The costs of external evaluators engaged for interim and ongoing evaluations (see Section 8.2)
The preparation and implementation of information and publicity activities (see Section 9)
Expenditure related to the organization and administration of the Monitoring Committee and Project Selection Committees (see Section 12).
Selection Criteria

To follow.
Proposed Monitoring Indicators
Number of staff employed to manage IPA
Percentage of IPA management staff trained
Percentage of managing / implementing institutions achieving positive assessment of ‘fitness for purpose’ by [Accrediting Authority]
Consultancy support provided
Meetings of Monitoring Committee
Number of meetings of Project Selection Committees
Average IPA management staff turnover per year (% of total).
Percentage of IPA staff assessed as suitably qualified to perform their role
Number of implementing institutions achieving EDIS accreditation
Awareness of OP among public
Awareness of OP among potential beneficiaries
Percentage of OP funds absorbed under Priority Axes 1-3
Percentage OP funds repaid due to EC due to irregularities

5. 'Cross-cutting' themes 

5.1 Gender equality & integration of the gender perspective

In September 2006, the Croatian Government adopted the National Policy for the Promotion of Gender Equality, 2006-2010. Objectives of the policy that are of particular relevance to Components III & IV of IPA include the reduction of female unemployment and elimination of discrimination, promotion of women’s entrepreneurship and improved enforcement of relevant labour laws. It also strengthens and promotes measures that support the reconciliation of professional and family obligations.

The Government has also adopted a strategic document on the main tasks of state administrative bodies in the process of accession to EU 2004-2007, one of which is noted as being to strengthen cooperation between national and local state mechanisms in relation to gender mainstreaming and continuous cooperation with non-governmental organisations active in the field of gender equality. 

Mainstreaming equal opportunities is a horizontal principle of Structural Funds interventions and the implementation of this principle will be considered and monitored in the process of implementation and evaluation of the RCOP. This will require adequate monitoring indicators, data collection, implementation procedures and guidelines which will be able to draw on support from the technical assistance priority. 

To ensure that this principle is taken into account at all levels of implementation, the following procedures will be adopted:

	The requirement to ensure and demonstrate gender equality in the operation of IPA projects will be included in both information and publicity campaigns (see also section 9), and materials provided during calls for proposals / tender processes;
	Applicants for IPA assistance will be expected to demonstrate how their project promotes equal opportunities or otherwise takes account of potential gender bias (e.g. by providing gender segregated information on the local labour market, and the efforts of the project to overcome any barriers to equality);

Gender implications will be taken into account through the project appraisal process and selection criteria (see section 5);
The requirement to observe equality of opportunity during project implementation will be built into agreements with beneficiaries, and will be checked, as part of the internal controls and independent audit process;
The outputs and results indicators for projects will be broken down by gender where appropriate for the purposes of project and programme monitoring; 
Commentary will be prepared on operations linked to equal opportunities in the annual implementation reports of the Operational Programme;
The impact of the OP on gender equality will be considered as part of its evaluation, where relevant.

5.2. Sustainable development and environmental protection

There are no specific environmental measures in this Operational Programme. However, to ensure that sustainability and environmental protection are taken into account throughout programme management and implementation, the following procedures will be adopted:

	The requirement for IPA to promote environmental protection & sustainable development will be included in both information and publicity campaigns (see also section 9), and materials provided during calls for proposals / tender processes;
	Applicants for IPA assistance will be expected to demonstrate that their project will not have a detrimental environmental impact, to certify that it is environmentally neutral, and/or to present how the project will make a positive contribution to sustainable development; these factors will be taken into account through the project appraisal process and selection criteria, if appropriate (see section 5); where appropriate, projects should be compliant with EU Environmental Impact Assessment standards

Any consequences of the appraisal of environmental impact during the selection stage will be reflected in agreements with beneficiaries, and will be checked, as part of the internal controls and audit process;
Commentary will be prepared on operations linked to environmental protection & sustainable development in the annual implementation reports of the Operational Programme;
The impact of the OP on environmental protection & sustainable development will be considered as part of its evaluation.

All necessary environmental impact assessment procedures will be carried out by MEPPPC or competent local authority. To implement the environmental impact assessment procedure, existing institutional structures will be used, and TA assistance will be sought to enhance professional capacity. 

The Republic of Croatia has been performing environmental impact assessment for single developments since 1984, when the procedure was defined by the Act on Physical Planning and Spatial Development. Since 1994, when the Environmental Protection Act was adopted (OG 94/1994, 128/1999), the environmental impact assessment procedure is governed by this Act and its implementation regulation. The effective implementation regulation is the Ordinance on Environmental Impact Assessment (OG 59/00, 136/2004, 85/2006). The Act and Ordinance partly include requirements from Council Directive 85/337/EEC of 27 June 1985 as amended by 97/11/EEC and 2003/35/EC on the assessment of the effects of certain public and private projects on the environment, relating to: establishment of responsible bodies, EIA in a trans-boundary context, description of the EIA procedure, and assessment of direct and indirect effects. 

The transposition of the remaining provisions of the Directive into Croatian legislation will be ensured by adoption of the new Environmental Protection Act by the end of the first quarter of 2007, and the implementation regulation on environmental impact assessment, later in the year. Currently the CARDS 2003 project "EIA Guidelines and Training“, which started in July 2005 and with scheduled duration up to January 2007, is being implemented. This project is to assist in the transposition of Council Directive 85/337/EEC, as well as in the building of administrative capacities of civil servants working on EIA at the national and county level, as well as in promoting public participation in the EIA procedure. Further capacity-building actions are likely to be required.

By adopting the new Environmental Protection Act and its subordinate special regulations: 

	The provisions of Directive 2001/42/EC of the European Parliament and Council of 27 June 2001 on the provisions of Council Directive 96/61/EC of 24 September 1996 on Integrated Pollution Prevention and Control (IPPC) will be transposed. 


Moreover, a transposition of Directive 2004/35/EC of the European Parliament and Council of 21 April 2004 on environmental liability with regard to the prevention and remedying of environmental damage is envisaged.  Recognised principles of environmental protection, including also the polluter pays principle, are already in force in Croatia.
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