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1 Introduction

1.1 
Enhancing regional development capacity

Croatia is in a process of preparation for EU-accession. The ultimate goal of this process is complying with the acquis communautaire that the member states of the European Union have developed and agreed upon in the course of time. It is expected that Croatia will have reached this goal in a few years time, leading to EU accession in 2010 or 2011.

One of the important areas of the acquis is regional policy and coordination of structural instruments (Chapter 22 in the negotiations). This area directly links to the EU objective of pursuing economic and social cohesion among the different parts of the European territory and important social groups. Recently the European Union has issued their new policy objectives in this field for the programming period 2007-2013.

In Croatia there are considerable differences in socio-economic welfare levels in and between its 21 counties. These differences stem from various factors, among others the consequences of the Homeland War. In the context of several international donor programmes technical assistance, training and investment funds have been provided to improve this situation. Also the European Union has been active in this field through programmes like CARDS, PHARE, and very recently also IPA.

In 2005 a draft Law for Regional Development and related draft National Strategy for Regional Development were developed in the context of the CARDS-programme. The draft Law and Strategy provide a coherent framework for integrated policy actions and instruments in the context of regional development in Croatia. The counties are envisaged as playing a particularly important role in the implementation of the national strategy, which introduces also several new instruments (county development agency, county partnership council, development contract between national and county government, etc.). So far, however neither Law nor National Strategy has been approved by the Croatian Government and Parliament.

In recent years several projects have also provided technical assistance towards priority areas such as war affected regions, areas for special state concern, cross-border areas, and specific topics like business related infrastructure, enterprise zones, etc.. 
The present project will build on the achievements of these activities in order to enhance the national and regional/local capacities in order to plan and implement programmes and projects according to EU standards and procedures, in preparation for the future absorption of the Structural Funds, and thereby achieving an economically and socially balanced development throughout Croatia's territory.
1.2 
Approach in Inception Phase

The contract for the project was signed by all parties end of June 2007. After consultation with the beneficiary and the Contracting Agency the Project Team started its activities on 24 September 2007. As of day 1 the core team of key experts and project assistant was mobilized to establish the project office and to start-up the work. During the first eight weeks the Project Team has worked on all tasks that have been distinguished for the Inception Phase, i.e.

· Establishment of the project office and mobilization of the team;

· Inform the wider community and establish good working relations;

· Prepare work plan and Inception Report.

Establishment of project office and mobilization of team
The main beneficiary for the project, the Ministry of the Sea, Tourism, Transport and Development (MSTTD, Directorate for Integrated Regional Development) was able to provide the Project Team reasonable office accommodation right from the start. The Project Team is now located at the ministries’ premises, Vlaška 106, second floor, room 25. This room provides adequate working space for at least 6 experts.

The core team of key experts and the project assistant started their activities on 24 September. In advance of the start office equipment was already ordered and partly installed. Further activities to install equipment and computer software were undertaken in week 1 and 2. 

The job descriptions for each of the key experts and the project assistant were drawn up, confirmed and detailed. Following the outcome of the Inception Phase some amendments were made to these at the end of the Inception Phase.

Inform relevant partners and establish good working relations
The kick-off meeting for the project took place on 25 September. In addition to the Project Team, the Contracting Agency (Delegation of the European Commission, DEC), CODEF and all members of the Project Implementation Unit (PIU) of MSTTD took part in the meeting. The Project team was informed on new developments in the project's context, while several practical issues regarding working together and financial/administrative issues were also discussed. 

In close collaboration with our project coordinators at MSTTD a number of meetings were organised with representatives of other Ministries, government agencies, donor organizations and county organizations. Annex I provides an overview of the external meetings that have been held during the Inception Phase. In addition, part of the Project Team visited the 1st Conference on Regional Development of the Adriatic Euroregion and Southeastern Europe in Šibenik (4-6 October 2007), which allowed them to become acquainted with specific issues on regional development in the Adriatic regions and to meet representatives from various development agencies.

Right from the start regular formal and informal meetings have been held with our counterparts at MSTTD. During these meetings the Project team was informed about specific issues relating to the preparations of the draft National Strategy for Regional Development and the Law on Regional Development, and related previous and current projects. In that respect the MSTTD counterparts specifically emphasized the findings and results of the current CARDS 2004 project Sustainable Development in the Areas of Special State Concern and the previous projects Strategy and Capacity Building for Regional Development and Technical Assistance for the effective Implementation of Croatia’s National Strategy and Action Plan for Regional Development (CARDS 2002). In addition, the counterparts informed the Project Team about topics such as the preparations for the negotiations on Chapter 22 and developments in the counties of Croatia. During the regular weekly meetings we had discussions on specific components of the project's workplan as well as the progress on the inception phase activities, which also enabled us to establish good working relations with our counterparts. 

The meetings that have been held so far have served the purpose of informing the relevant partners on the presence of the project. In addition, the project was introduced at the event that MSTTD organised on 6 November 2007 for county administrations and county development agencies (CDAs) to discuss the outcomes of the analysis of the existing capacity in counties and CDAs for the preparation and implementation of projects financed from international sources which was done within the afore mentioned project, i.e. Technical Assistance for the effective Implementation of Croatia’s National Strategy and Action Plan for Regional Development. Proposals for follow-up activities regarding the visibility of the project have been included in this Inception Report.

Prepare work plan and Inception Report
The Project Team has been provided with all documents that are relevant in relation to the present project. By analysing these documents and having meetings with our counterparts at MSTTD and representatives of other ministries, government agencies, donor organisations and county organizations, a good view of the present situation regarding capacity building and training needs has been acquired. 

Even during the preparation of the technical proposal for the project it was clear that there is a lot of uncertainty regarding the regional development agenda of the Croatian government in relation to will the draft Law on Regional Development and draft National Strategy for Regional Development be accepted and approved, and when will these be ready for implementation. Unfortunately, the situation in that respect was not changed at the moment the project started and, additionally, already very soon after the start of the project it became clear that the forthcoming national elections may influence further developments in that sense as well as the current institutional set-up. 

Another factor that is very likely going to influence the future course of actions in this respect relates to the preparations for negotiations on Chapter 22 (Regional policy and coordination of structural instruments) between the Government of Croatia and the European Union. In March 2007 the European Commission (EC) released its Screening report for Croatia, which contained clear conclusions on the degree of alignment and implementation capacity. On the basis of this the Croatian government prepared an Action Plan with clear tasks and deadlines. As this Action Plan is still in discussion between Croatia and the EC, the Project Team was only broadly informed on the overall contents of the Action Plan. Nevertheless the Screening report is very clear on the actions required as is the timeframe in which these actions will have to be undertaken (well before Croatia’s accession to the EU expected for 2010/2011).

All of this information has considerably helped the Project Team to develop a detailed working programme for the project. Several intensive discussions were necessary with MSTTD and DEC to arrive at a working programme that matched the requirements of both the ToR and the new situation. As will be explained in more detail later, the preparations for the Structural Funds will now have a more central role in the project, and more work than originally envisaged will be undertaken in relation to the central level. Nevertheless the main idea of the ToR of strengthening the development capacity at regional and local level remains the guiding principle of the project.

The first draft of the Inception Report was sent to members of the Monitoring Committee on 14 November 2007 and was discussed very shortly after. This discussion resulted in changes and amendments that have been incorporated in this Inception Report. 

1.3 Contents of report

This abridged report contains the main findings of the Inception Phase. The format is as follows:
· Chapter 2 describes recent developments in the project's context that are of relevance to the working plan for the project;

· Chapter 3 elaborates the working programme for the project, and explains how our proposals bridge the differences between the project proposal that was based on the ToR and the new situation in Croatia;

· Chapter 4 provides a detailed activity planning (including timeschedule) for the project, and includes information how the project will be organised and monitored.
The Annexes provide details on the meetings that have been undertaken in the Inception Phase (Annex I), and the trainings that have been organised in the various counties funded by international organisations (including EU) (Annex II).
2 Developments in the project's context

2.1 Introduction

There have been a number of developments since the release of the ToR and the project proposal that was written on the basis of them. Some of these have an impact on the project set-up and need therefore to be taken into account. In this chapter the following developments will be considered:

· Progress on the National Strategy for Regional Development and Law on Regional Development;
· Preparations for IPA and Structural Funds;
· National elections;
· Developments in the policy framework and implementation in relevant ministries;
· Analysis of existing capacity in counties for preparing and implementing projects funded by international donors;
· Bottom-up initiatives;
· Developments regarding other donor international programmes and projects.
2.2 Progress on the National Strategy for Regional Development and Law on Regional Development

In September 2005 a draft National Strategy for Regional Development (NSRD) and a draft Law on Regional Development (LRD) were prepared in the context of an EU-Technical Assistance project. Both the draft NSRD and LRD were based on intensive discussions between the line ministries, and included intensive consultations with counties and various socio-economic partners in Croatia. In 2006/2007 some follow-up work was undertaken on both the NSRD and LRD, in order to define more precisely the roles, responsibilities and financing of the new institutional structures that would be established as a result of the Strategy and the Law.

Despite all efforts, the draft Law on Regional Development has not been sent to Parliament for endorsement. A range of different constraints have delayed submission. More recently the forthcoming national elections (to be held on 25 November 2007) has resulted in a general slow-down of political decision-making. The outcome of the national elections will determine whether the new Croatian government will approve the current draft proposals for NSRD and LRD or will require slight or substantial changes.
Given the need for negotiations on the composition of the new government and its programme for development of Croatia, we expect that the new govenment's regional development agenda will only begin to become clear after the first quarter of 2008. Even in a situation of no or slight changes in the Law and related Strategy however, it will still take several months before the Law will be approved in the Croatian Parliament and implementation of the Strategy can start. For project planning purposes we would not expect the full impact of the governments decision on the NSRD and LRD on our activities to become clear until well into 2008, and we therefore need to plan on the basis of working assumptions while leaving some flexibility for the later phases of the project.

2.3 Preparations for IPA and Structural Funds

As a candidate country for EU membership Croatia has access to the Instrument for Pre-accession Assistance (IPA) which was launched in 2007. The IPA provides assistance to build institutional capacity for the efficient implementation of the acquis communautaire and to prepare for the management of the Structural Funds. In the context of the preparations for IPA the Strategic Coherence Framework 2007-2013 (SCF) was finalised in 2007, coordinated by the Central Office for Development Strategy and Coordination of EU Funds (CODEF). The SCF represents a key programming document that serves as a reference point for the use of the EU assistance available for Croatia through IPA components III (Regional Development) and IV (Human Resource Development). 

The priorities of the SCF have been elaborated in the following four Operational Programmes:

· the Regional Competitiveness Operational Programme;
·  the Transport Operational Programme;
·  the Environment Protection Operational Programme; and

· the Human Resources Development Operational Programme.
These Operational Programmes concentrate on the period 2007-2009. The official approval of the operational programmes by the European Commission is expected at the end of November/beginning December. In the coming months an awareness campaign will be organised for stakeholders in Croatia. As a follow-up calls for proposals will be organised mid 2008, which would have to result in starting the implementation in the last quarter of 2008. 

The Regional Competitiveness Operational Programme, the Transport Operational Programme and the Environment Protection Operational Programme link directly to regional development issues and preparations for the implementation and management of the Community's cohesion policy, in particular the European Regional Development Fund and the Cohesion Fund. The Ministry of Economy, Labour and Entrepreneurship (MELE) will be the head of the Operating Structure for the Regional Competitiveness OP, while the Ministry of the Sea, Tourism, Transport and Development (Department for Integrated Regional Development) is (within the operating structure) the body responsible for implementing Priority Axis 1, Improving Development Potential of Lagging Regions, Measure 1.1. Business-related Infrastructure. Besides being a part of the Operating structure as indicated before, MSTTD will also play the role of the head of Operating Structure related to the OP Transport, and likewise, the cross-border cooperation component in the context of which a number of cross-border programmes have been elaborated.

In March 2007 the EC issued its Screening report for Croatia regarding the Chapter 22 subjects, Regional policy and coordination of structural instruments. The conclusion from this document is that Croatia has only partly aligned with the acquis and cannot yet be considered to be sufficiently prepared for negotiations on this chapter. Specific gaps remain to be addressed in relation to the establishment of the institutional and administrative capacity, including allowing an active involvement of regional and local authorities, development agencies and partnership structures in the programming and implementation of the Structural Funds . On the basis of this assessment the Croatian government has drafted an Action Plan setting clear objectives and a related timetable in order to meet regulatory and operational requirements deriving from the Community's cohesion policy. This Action Plan is currently being discussed with the EC and, once ready for implementation, will become the agenda of Croatian government in the field of regional policy and coordination of structural instruments, i.e. regarding the preparations for the management and implementation of the Structural Funds in Croatia.

2.4 National elections

The next national elections will be organised on 25 November 2007. As indicated before, these elections have already led to (perfectly understandable) postponement of any decision-making and approval of the draft NSRD and LRD. The new government will however have to decide quickly whether and in what way both NSRD and LRD will continue to provide a national framework for regional development policy and implementation, and how this will be linked to the preparations for the Structural Funds.

There is also a possibility that after the elections certain changes of the composition of ministries as well as their responsibilities for managing and implementing the future Structural Funds will be done. Such changes might very well have immediate and longer reaching implications for the project, but as long as there is no certainty on this, there is not much that can be done at this stage.

2.5 Developments in policy framework and implementation in relevant ministries

The preparations for EU-accession require developments and changes in many fields in Croatia: the legislative framework, institutional framework, administrative capacity, programming of new frameworks for policy making, monitoring and evaluation mechanisms, financial management and control arrangements, etc.. Some of these developments and changes have already been touched upon in the previous paragraphs.

One of the areas for new policies, instruments and implementation and coordination mechanisms is the area of SME policy and delivery. Very recently an EU-funded TA-project (SMEPED) has started whose aim is to assist in developing SME policies and to ensure effective delivery of policies through concrete measures, especially through regional SME support institutions (business advisory services). From initial discussions it appears that further coordination between the ministries (MELE and MSTTD)will be necessary to arrive at a coherent national and regional policy framework and implementating structures on the ground. In particular, the position of the county development agencies in relation to the centres for enterpreneurship are relevant in this perspective.

The discussions on setting up implementation structures in MSTTD for both IPA and the future Structural Funds have made it clear that although in the (still to be) appointed implementing directorate (Directorate for Regional and Local Infrastructure) there is already implementation capacity for national purposes, this will be by no means enough to comply with the altogether bigger task of implementing EU-funded programmes. Attracting new staff and capacity building and training of current staff will therefore be needed, starting now.

The development of the Integrated Regional Development Operational Programme (IROP) will also take place within a national context of the Croatian National Strategic Reference Framework and the package of Operational Programmes through which the NSRF objectives will be achieved. The coordination of this overall effort is now delegated to CODEF and it will be important for MSTTD to have a clear policy line on issues affecting the IROP so that it can participate effectively in inter-ministerial discussion groups. 

2.6 Analysis of existing capacity in counties for preparing and implementing projects funded by international donors 

As part of an earlier CARDS Project Technical Assistance for the Effective Implementation of Croatia’s National Strategy and Action Plan for Regional Development research was undertaken into the existing capacity in counties and County Development Agency (CDA) for the preparation of projects financed from international sources. This was undertaken by a self-analysis questionnaire and covered the period 2005 to April 2007. 

The questionnaire was sent to both the county administrations and CDAs for self completion. In total, 32 questionnaires were returned: 13 from counties and 19 from CDAs. As replies were received from every county, with the exception of the City of Zagreb, either from county administrations or the CDAs, the survey results are considered as representing reasonably accurately the situation in the regions.

The counties have adopted a differentiated pattern for carrying out regional development work. Some have retained it in the local/county authority, others have created a county development agency outside the county administration, sometimes with a wider ownership. It is important to note the mixed pattern of ownership of the CDAs. Because not every CDA provided details of its ownership, the picture is not completely clear. However, it is certain that every CDA is owned, in whole or in part, by the relevant county. Where CDA ownership is shared, the co-owners are generally other local government units, with in at least one case of CDA co-ownership being undertaken by the private sector in the form of a Technology Development centre, and in another case, of ownership of an agency being shared by local government units from more than one county.

The results of the research indicate that overall both the CDAs and the counties feel they have a substantial level of expertise in project development. This is backed up by this project’s research into the support given to local authorities and NGOs through the World Bank, USAID and UNDP. Examination of the support given, and planned to be given by these agencies, indicated that the majority of local authorities as well as stakeholders including NGOs, had 
eceived or were receiving training on project development, project cycle management, public private partnerships, economic development and project management.
In addition, a smaller proportion of local authorities and others were receiving training on macro-economic issues, support from European programmes, including the Structural Funds, as well as on more general matters such as how to develop thinking on strategic economic development issues.

The earlier research undertaken with counties and CDAs demonstrated concerns about inter-county level of co-operation. In the future Structural Fund projects are very likely to involve more than one county, and future training will need to consider how to develop inter county co-operation. This is particularly important given the need for counties to work together within Croatia’s NUTS 2 regions. 

This research also indicated that the ROP preparation process was seen as helpful to the CDAs and local partners. The contribution of the ROPs to the capacity building of the county administrations and CDAs was perceived as assisting in: 

· awareness raising;
· strategic planning methods and techniques; 

· the full engagement of stakeholders in considering problems;

· the developing of linkages between components of problems;
· the development of institutional frameworks for managing local developments;

· developing the capacity for considering long term/future issues;

· enabling counties and Local government units to consider development potentials and constraints; 

· enabling counties and local government units to design and define development visions, strategic goals, priorities and measures;

· team building. 

In developing Structural Funds programmes all these elements will have to be in place. Consequently, account will be taken of them when developing the training programme.
A particular concern is the issue of inter- and intra-county co-operations. The research indicated that although the counties clearly recognised the need for intra- and inter-county co-operation, it was felt that such co-operation was only average. Consequently, the suggestion by many respondents that such inter- and intra-county co-operation should be enhanced will be reflected in the training programme, such as support for the elaboration of joint plans and through the organisation of joint workshops and support for the establishment of joint project data bases. Attention to this issue is essential as around 60% of respondents in the capacity research conducted by MSTTD felt they suffered from poor information flow between central, regional and county levels. 
The research also reviewed the problems that CDAs and counties described relating to improving the capacity of key stakeholders and local and regional actors to ensure a more efficient and effective use of foreign financial resources. The key issues identified were: 

· inadequate staff numbers and low capacity for preparing and implementing project proposals; 

· inadequate understanding of the processes and methodology for preparing proposals and elaborating projects.
Respondents to the questionnaire put forward various ideas for resolving the problems. These included:

· enabling better information flows and coordination;

· organizing of regular meetings with central government officials;

· establishing an organisation at central level for facilitating inter-county cooperation;

· organizing joint working groups;

· regular consultations with regional and local partners; 

· establishing an internet forum;

· establishing project data bases and information systems , with multi-organisational level; 

· developing central organisations aimed at helping regional and local levels to develop projects.

Throughout the implementation of the present Regional Development Capacity Building Facility (RDCBF) in Croatia project, consideration will be given to these ideas and suggestions made to MSTTD on how they could be implemented and appropriate training given, taking also into account technical assistance and trainings that will be provided through other projects.

2.7 Bottom-up initiatives

In pursuit of stimulating socio-economic development in the respective regions of Croatia, various initiatives have been taken by county and local authorities over the last couple of years, several of which were supported or driven by Croatian national government and/or international donors. These initiatives include the setting up county development agencies, centres for entrepreneurship, incubators, technology parks, enterprise zones, partnership councils, etc..

As a result of their experiences, and their increasing knowledge of the importance of development programming, regional and local players have identified for themselves to exchange information and share knowledge regarding regional/local initiatives. Regional and local actors have also become aware of the fact that shaping and implementing development policies in Croatia is becoming increasingly linked to the preparation and implementation of regional development projects as a basis for attracting funds from pre-accession, cohesion and structural funds of the European Union. Very recently as a result of that several new initiatives have been taken from bottom-up, viz.:

a) Regional Development Initiative (RDI), organised by AZRA, the Regional Development Agency for Varaždin County. This initiative has currently some 50 members, all being regional and local development organisations throughout Croatia. The RDI intends to organise regular networking sessions and provide a platform for the exchange of views and experiences on regional development to a wide range of development actors in Croatia. One networking session has already been organised, while more are foreseen in the coming year;

b) Adriatic Development Agencies (RAJ), a network of development agencies connected to the Adriatic Sea in Croatia. In fact all counties that are part of the Adriatic NUTS II region, are members of this initiative that is chaired by the prefect of Istria County. The main purpose of the network is to share information and exchange best practices, and to work closely together regarding programming and the preparation and implementation of projects funded by the European Union. In early October 2007 RAJ organised its First Conference on Regional Development of the Adriatic Euroregion and Southeastern Europe which was attended by more that 100 policy makers and practitioners from Croatia and neighbouring countries, showing that RAJ has wider ambitions than just working together in the Adriatic regions in Croatia;

c) Panonian Regions Association, a network of the county development agencies in the Panonian NUTS 2 region (including the Office for International Cooperation of the municipalities of Tovarnik, Nijemci, Tompojevci and Lovas). This network has more or less the same objective as RAJ, namely cooperation in preparing, shaping and advocating development projects, especially wider regional projects aimed at national and international sources of financing.

In addition to these initiatives AZRA (Varaždin County) has initiated the establishment of the Croatian Regions office in Brussels, in which nine other regions in Croatia take part. The objective of the office is to represent Croatian regions and towns in the European arena, to inform their members on relevant developments in Europe, to establish networks with other European regions and towns, and to lobby for support for programmes and projects that will improve the socio-economic sitution in Croatian regions.

These initiatives show that regional and local actors increasingly understand the significance of working in partnership for strengthening the socio-economic situation of their regions, counties and towns/municipalities, making good use of funding that will become available in the near future.

2.8 Developments regarding other international donor programmes and projects

The present project runs in parallel to and is following on various other projects that are supported by international donors. Several of these projects provide technical assistance and training on specific topics in part of the Croatian counties. Discussions have been held with other training projects which have not yet started or are already well underway.
One of these projects is the Croatian-Danish bilateral project aimed at producing a Global Training Strategy aimed at institutions involved in the implementation of the Structural Funds. The project’s first objective was to develop a Training Coordination Strategy and a Global Training Strategy which would identify organisational training needs and clarify why the training was being provided, so that organisations associated with the implementation of the Structural Funds would understand what training they would need to achieve their organisational objectives. This project will also consider the need for awareness raising at the higher official and political levels, so that politicians and officials become aware of the opportunities, as well as the constraints, presented by the Structural Funds, together with associated resource issues. As the Danish project is implemented, our project will maintain close contact with it, by informing it of training activities to be undertaken and discussing proposed activities to ensure that far as possible the two projects are complementary.

In implementing the present project account will also be taken of the support to be provided through several recently started and on-going projects, e.g.:

· the Technical Assistance Project for Small and Medium Sized Enterprise Policy Enhancement and Delivery (SMEPED), which is among others tasked with supporting 8 war-affected counties and also working with HAMAG, the SME agency. It will be helping CDAs work for SME development and helping the counties to define and articulate policy objectives at county level and ensure that objectives are reflected in the relevant OPs,

· Sustainable Development in War Affected Regions, County Development Capacity and Management (MSTTD, project led by ECORYS) which is providing technical assistance and training to relevant stakeholders in 4 counties (Požega, Slavonski Brod, Karlovac, and Lika) in setting up PMUs for socio-economic development in the counties and help these and relevant other stakeholders in preparing development projects for international and national funding;

· Institution and Capacity Building for Cross-Border Cooperation in Croatia (MSTTD, project led by WMEB) which is providing technical assistance and training to national ministries, counties and relevant other actors for establishing a coherent system of management and project development capacity in all Croatian regions that are eligible for cross-border cooperation,

· Croatia Social and Economic Recovery Project (MSTTD, World Bank supported project), providing support to institutional development at central level and at local level (civil society organisations and local self-government), mainly in the field of planning, monitoring, and defining and maintaining projects

· Agribusiness Competitiveness Enhancement Project (ACE)/Raising Incomes in Economically Distressed Areas (RIEDA/ Enhancing Small and Medium Enterprise Performance (ESP), U.S. Agency for International Development (USAID) supporting SME Development, progression of loan guarantee schemes and agri-business development in ten counties. Full details have not yet been provided. This support will cease in June 2008
In addition, in 2008 several new projects will start in relation to the implementation of IPA and the preparations for the Structural Funds. So far we have come across the following projects:

· Gap assessment and plugging for the implementing bodies under IPA Regional Competitiveness OP (framework contract managed by MELE);

· Project Pipeline Facility for IPA Regional Competitiveness OP (managed by MELE);

· Capacity Building for Structural Funds, providing technical assistance, support and training to CODEF and line ministries on strengthening the institututional set-up of the Structural Funds machinery at national level and on programming (managed by CODEF);

· Project Preparation Facility for Structural Funds, which will assist ministries, regions and other stakeholders in generating and preparing a project pipeline for the first programming years for the Structural Funds.
2.9 Conclusions

The overview of recent developments shows that there are several issues which need to be taken into consideration in elaborating our working programme for the project. In particular this is the case regarding the following elements:
· The draft National Strategy for Regional Development and the draft Law on Regional Development have not yet been approved by Croatian government. Whether these will be approved at all or will have to go through some kind of revision will depend on the outcome of the upcoming national elections and subsequent coalition negotiations: it will therefore still take some time before this will be clear;

· The preparations for managing and implementing the Structural Funds which started some time ago will need to be intensified given the outcome of the recent Screening report regarding Chapter 22. The Action Plan that has been drafted as a result of that will set the agenda for this;

· Increased efforts and coordination at central level will be needed in order to engage the regional and local level in the programming and implementation of operational programmes funded by the European Union, and to streamline the responsibilities that will be given to the county development agencies;

· Both the management and implementation structures at MSTTD regarding both IPA and the future Structural Funds will require further capacity building and training in order to be well prepared for the tasks allocated; this will include the need for MSTTD to have a clear policy on regional development , regardless of the ultimate decisions on the NSRD, so far as the IROP is concerned on issues such as the content of the IROP and its management arrangements;
· The analysis of existing capacity at counties and county development agencies with respect to the preparation and implementation of projects for international funding reveals that there are clear differences in experience and competences between organisations. The survey has also made clear that there are very specific areas where capacity building and training will be needed;

· Bottom-up initiatives in counties and towns/municipalities show that regional and local actors increasingly understand the significance of working in partnership for strengthening the socio-economic situation of their regions, counties and towns/municipalities. These initiatives could be used to enhance their capacities to cooperate for making good use of funding that will become available in the near future;

· Several international donor programmes are working in parallel regarding strengthening the capacities of national, regional and local actors to improve the socio-economic situation in specific parts of Croatia. As a result there is a need to closely analyse and coordinate these actions in order to avoid overlap and duplications, and to create maximum synergies.

3 Elaborating the working programme

3.1 Policy and institutional options regarding regional development in Croatia

Chapter 2 has made it clear that several new developments have taken place since the ToR for this project has been issued and our proposal was submitted. The most important developments are directly linked to the situation regarding the approval by the Croatian government and Parliament of both the draft Law on Regional Development (LRD) and the draft National Strategy for Regional Development (NSRD), and the preparations for the Structural Funds in the context of Croatia's accession to the European Union. The outlines for both LRD and NSRD are clear, but could be subject to changes as a result of the further consultation process and the coming national elections. A timely decision, in whatever direction, will be needed in order to provide a coherent national framework that can also be linked to the preparations for the negotiations on Chapter 22, which deals with EU-Regional Policy and the coordination of structural instruments (of which the Cohesion and Structural Funds are part).

In reality we see 3 possible scenarios for the LRD and NSRD in 2008:

1. Adoption without any significant change to the drafts

2. Major reworking of the draft Law and Strategy

3. No progress in adopting either Law or Strategy 

Even under scenario 1 the Law and Strategy would be unlikely to come into force until late in 2008. The other options would quite possibly take longer than this. Once the position becomes clearer - hopefully by the second quarter of 2008 - we would expect to be able to advise the Ministry on the relationship between the LRD (with or without change) and the requirements of the Structural Funds. 
Given the statements in the Screening Report on Chapter 22 and the most recent EU Progress Report on Croatia 2007 it is clear that there is a need to speed up the process for preparing the institutional framework and administrative capacity for the Structural Funds on both central and regional level. Although decisions will be needed from the new Croatian government regarding specific issues, there are many areas where these preparations can already start and/or could be enhanced.
Whatever the outcome of the 2007 national elections and subsequent decisions on the draft LRD and NSRD by the new government, compliance with the requirements in the EU-Regulations on economic and social cohesion will be an inevitable component of preparations for accession in 2009 and beyond. As a result it will be highly relevant for our project to focus on initiating and enhancing the preparations for the Structural Funds. As quite a number of the actions on Structural Funds preparations are fully in line with the provisions of the draft LRD and NSRD, there are no reservations in that respect. 
Regarding the institutional framework for the Structural Funds there are still several unknown factors for which the new government will need to make decisions. For example, decisions will be required regarding the designation of the Intermediate Body and the composition of the IROP Monitoring Committees and Sub-committees and also with respect to providing adequate staff levels and training for the units that will be involved in the management and implementation of the Operational Programme. While awaiting these decisions, work on other areas can start almost immediately. Given these uncertainties it will nonetheless be necessary to keep some flexibility in our working programme in order to address the implications of political decisions and new developments that might come up at a later stage. We will monitor these issues in our bi-yearly Progress Reports. 
In the ToR 3 main components of work were identified for this project, i.e.

· County Development Planning and Implementation;
· Working with Development Funds at local level; and

· Capacity Building at Central Level.

In paragraphs 3.2-3.4 of this chapter we will elaborate these components. All components are interlinked and directly related to both the preparations for the Structural Funds and the finalisation of the preparations and the implementation of both LRD and NSRD. Several overarching topics will be addressed in paragraph 3.5, while in paragraph 3.6 we will draw some conclusions.

3.2 Component I: Raising County Capacity for Strategic Development Planning and Implementation
3.2.1 Assessing the existing Regional Operational Programmes in the context of planning for Croatia's use of the Structural Funds

Background

The concept of the Regional Operational Programme (ROP) was introduced into Croatia under the EU CARDS 2001 Programme. For the purposes of clarity, it should immediately be stated that the 'Region' in this context actually means the 'County' (Zupanije), of which there are 21 in Croatia. The first ROPs were prepared in the Counties of Šibenik, Zadar, Vukovar and Sisak, with the technical assistance of UNDP/UNOPS. Subsequently, with the guidance and support of the MSTTD, and further support from the EU, ROPs were prepared for all the other counties except Zagreb. Many of them have now been reviewed and updated.

The ROP was designed as a 5-7 year planning document, comprising a standard format of:

· Basic statistical analysis;
· SWOT;
· Development strategy;
· Priority areas for intervention;
· Measures and projects (the project pipeline).
The ROPs were originally designed to encompass both international (EU and other donors) and domestic (Croatian central and regional) sources of funding. However, in the absence of the government's adoption of a Law on Regional Development, the ROPs have never had any legal basis and thus have not been able to function as a vehicle for domestic investments. In any case, one of the features of the ROPs is that they were prepared without reference to any given budgetary allocation and are therefore not integrated in any national development planning context or as yet, by definition, any EU funding programme such as IPA or the future Integrated Regional Development Operational Programme (IROP). However, ROPs and its priorities have been taken into account and strongly consulted prior to the allocation of EU funds to some of the selected counties through CARDS and PHARE programmes. All ROPs have nonetheless been approved by their County Assemblies and Councils and prior to their approval have been consulted with MSTTD. In a number of cases the ROPs are already being used as the basis for preparing project applications for pre-accession funding.

Initial ROP Assessment

As part of the inception phase of the project, an initial assessment was undertaken of 6 randomly selected ROPs, namely those for the counties of Zadar, Sisak, Virovitica, Šibenik, Karlovac and Vukovar (see Annex II for first results). This assessment showed that although these ROPs are variable in their overall quality, there is a clear pattern of common strengths and weaknesses, including:
STRENGTHS ....

· Positive involvement of local stakeholders in preparing the ROP;
· Good awareness of horizontal themes;
· Carefully prepared SWOT analyses;
· Elaboration of detailed programme of projects.
BUT ALSO WEAKNESSES .....

· Lack of up to date statistics and a tendency to rehearse statistics as facts rather than interpret their meaning;
· Difficulty in articulating a clear long-term vision for the future of the county;
· Absence of a wider view beyond the county boundary;
· Lack of prioritisation of measures and projects.
These are all areas where we believe the counties will need to improve their capability if they are to play an active part in Structural Fund Operational Programmes and have a proper sense of ownership of the results and impact of the programme.

In addition there has been the IMO report for MSTTD referred to in paragraph 2.6 above which analyses the existing capacity in counties and county development agencies for the preparation and implementation of projects financed from international sources. This showed a number of areas where capacity needs to be strengthened in relation to project generation and development, such as the preparation of feasibility studies and impact analysis. 
In the future also, it will be equally important that this project expertise is linked with knowledge of programming so that the counties can maximise their participation in European Funding Programmes such as IPA and the Structural Funds. 

Current position and way forward

Overall it can be said that the experience of preparing and updating the ROPs forms a useful basis for the future enhancement of development planning capacity at the county level in Croatia. In the context of preparing for the Structural Funds, a high level of strategic capability will certainly be required in the counties, for the following reasons:

· The EC will wish to be satisfied that the counties have made a proper contribution to the drafting of the IROP; 

· The priorities of the IROP will require the counties to cooperate with each other at NUTS 2 level, both in identifying strategic development needs that go beyond the needs of individual counties and in developing joint projects for support under IROP;

· Both within and between their areas, the counties will need to prioritise their needs and develop projects within the available resources. 

Clearly the exercise of preparing the ROPs since 2001 has been a valuable one for the participants in:

· Raising awareness of long-term development planning issues;

· Enhancing technical skills in programming;

· Providing a vehicle for dialogue between county authorities and stakeholders in the private and civil sectors.

At present however it cannot be said that the counties are in a position to play their proper part in the drafting of the IROP or in its subsequent delivery. For the IROP to be successfully prepared and implemented, both in strategic terms and the implementation chapter, there is clearly a need for a focussed effort to bring about:

· Improved strategic capacity in the counties;
· Better awareness of the Structural Funds;
· Broader planning horizons beyond county boundaries;
· Capability to prioritise and develop projects that will deliver IROP target outputs.

Proposed Activity

Taking all this into account, our plan is therefore to undertake a thorough assessment of the latest versions of all the ROPs with a view to identifying areas where the project can provide support to the counties in improving their strategic capability in the framework of the Croatian government’s preparations for IROP. This assessment will be carried out at the beginning of the project, starting in December 2007.

The ROPs will be assessed against the following criteria:

1. The quality of the evidence base for the analysis;
2. Coverage against the likely priorities of the IROP and the sectoral OPs;
3. The standard of analysis of development issues in the county;
4. Involvement with adjacent counties and the NUTS 2 region;
5. Extent and quality of stakeholder participation;
6. Clarity of the SWOT;
7. Coherence between the analysis, the development strategy and the chosen priorities;
8. Project pipeline including issues of eligibility for Structural Funds;
9. Implementation capacity.
On the basis of the results of the ROP assessment, a list of subject areas will be drawn up where current programming practice should be modified or improved to meet the needs of the counties role in IROP. In time this will form the basis of a support programme to provide strategic capacity building to the Counties. MSTTD would be involved in this programme to ensure that the work of the counties is placed firmly within the context of the governments approach to the preparation of IROP, and that any national issues such as the availability of statistics, are resolved.

In this context we will also support MSTTD in drawing up a policy framework for the coverage of IROP as well as the relationship of the IROP to the coverage of the Sectoral Operational Programmes for the Structural Funds. We know from experience that this is a common issue for accession countries and one which can only be resolved through inter-ministerial coordination. A further aspect of this is the policy towards the funding of IROP from the ERDF and the ESF. Under the Regulations, Operational Programmes for 2007-13 are 'monofund' programmes in that they are funded either from ERDF or ESF, with the possibility of up to 10% of programme activity being funded from the other type of grant. MSTTD wil need to decide on its approach to this issue early on in the programming process and we will assist the Ministry in formulating its position. 

In working with MSTTD we will also prepare an overall work programme for the preparation of the IROP. Within this framework we will also provide support to inter-county cooperation at the NUTS2 level which wil be the basis for the Integrated Regional Development Operational Programme (IROP). 

Our idea is that the training and support plan for enhancing the strategic planning capacity of the counties will be an integral part of the overall training plan for capacity building in the counties in preparation for the role they will play in the Structural Funds, including topics such as environmental impact asessment (EIA), feasibility work and preparing tender dossiers. A detailed programme for strategic capacity-building will be designed in the light of the ROP assessments and the other sources of information about county needs. However at this stage we envisage an ongoing training support facility that will be delivered on a county by county basis in order to meet the particular needs of each county. Support will be phased over time and provided on a hands-on basis, assisting the county to develop its strategic planning through coaching and mentoring as preparation of the IROP proceeds.
3.2.2 Stimulating partnership working at county level

Current Situation

Our initial assessment of the County ROPs, together with the discussions that we have had with the county administrations and CDAs, show that within most if not all counties there are already functioning partnerships embracing public, private and civil society stakeholders. These partnerships were created to contribute to the preparation and updating of the ROP documents, but it is always not clear to what extent the partnership is active outside the ROP exercise (e.g. in monitoring the ROP) and indeed how the stakeholder groups actually worked to prepare the ROP. For example, only one of the ROPs looked at so far shows some indication of the comments of stakeholders on drafts of the ROP, and how these influenced the priorities of the programme, all of which would be part of the expectations of the EC when preparing an Operational Programme. It is also unclear what if any other other stakeholder groupings are active in the county, such as in particular subject areas. 

What is needed

We think that for the purpose of making best use of the Structural Funds, and other international and national investment resources, each county needs should have a county partnership that acts as a forum for development planning and meets the following criteria: 

· a properly constituted partnership organisation;
· including all relevant stakeholders;
· capable of working with neighbouring counties and the wider NUTS2 region;
· with secretarial support;
· and a work programme.
Our plan is therefore to undertake a systematic assessment of the current partnership structure and activity in each county against this model and to design a support programme to develop in each county a working intra-county partnership that would meet Structural Fund requirements. This support will be integrated into the overall training programme for each county and will be designed to meet the specific circumstances of each county. In some counties, for instance, there may be fewer, or different, training needs than in others. It will also be designed in the framework of the Ministry's policy towards the role of the counties in preparing for the Structural Funds.

Outcomes

The above work will ensure that by the end of the project each Croatian county has a proper working development partnership. From the Terms of Reference we are also committed to setting up or elaborating at least 10 new or enhanced partnerships. Potential candidates for such partnerships will be identified from the results of the systematic assessment and subsequent consultation with the counties. Possible new partnerships could range from an enhanced version of an existing county strategic partnership to entirely new groupings for a particular purpose or to tackle a particular development issue. 
Wherever possible, the intention would be for these partnerships to have a sustainable role in acting as pilots or centres of good practice for the rest of the country.

3.2.3 Stimulating partnership working at wider region level

Current Position

There have been a number of developments since the project was initially designed. First, the Croatian government has defined 3 NUTS2 regions for the country and is using them in its discussions with the European Commission about regional planning. Second, and particularly important, the County Development Agencies are beginning to form their own NUTS2 level associations as a forum for discussions about strategy and wider region project development in preparation for EU accession and eventual IROP support. This is most advanced in the Adriatic region and in the Panonian region. To date there is however no sign of a NUTS2 association being created in North Croatia (for part of the NUTS2 region there are already intensive contacts). Several Croatian counties and regions have also established their own representative office(s) in Brussels.
At present the NUTS2 associations are informal and have no legal basis, but they do act as the basic level for regional programming in EU Members States and clearly need to be organisations in the development of priorities for IROP. For the successful preparation and delivery of IROP, there will need to be strategic capability at the NUTS2 level.

Action Proposed

We think that it is essential for MSTTD to quickly and actively become involved in shaping the development of these NUTS2 groupings as they will have a critical role to play in drafting and implementing the IROP, even if not in managing the programme. At present the counties and wider regions are taking the initiative for themselves and the Ministry is not in control of the agenda and the way in which these structures are shaping up. We will therefore work with the Ministry to establish a policy towards the 3 NUTS2 regions and a programme to enable the Ministry to work together with them, and indeed to support them to develop in a way that is consistent with national policy. This will be done early in 2008.

Once the role of the NUTS2 level groupings is clarified we will design a support action programme to help build capacity in the NUTS2 organisations to enable them play their role. This will include training for individual counties to allow them to play their part in the wider region. The programme will be based on the requirements of the Structural Funds Regulations but will allow for the involvement of other international and national Funding regimes.

Outcomes

The above activity will result in a network of 3 NUTS2 organisations working in partnership with MSTTD. The project Terms of Reference also envisages the establishment of 5 new or enhanced inter-county partnerships. 
As with the intra-county partnerships, potential partnerships will be identified from the county partnership assessments and from discussions with the main players at NUTS2 and NUTS3 levels as well as the Ministry. The nature of the partnerships will depend on their role which will in turn depend on MSTTD decisions about issues such as the content of the IRDOP and what responsibilities will be given to the NUTS2 organisations.

3.3 Component II: Working with development funds at local level

3.3.1 Comprehensive inventory of regional/local capacity for regional development

This will involve a mapping exercise for each county, with a visit by one or more of the Key Experts and a ministry official to the county, meeting relevant officials dealing with Structural Funds/EU Integration, the CDA and a representative of the partnership. When planning the visits account will be taken of the results of the IMO research of July 2007 as well as an assessment of the county’s ROP. Before the series of meetings start, a standardised questionnaire will be prepared so that it will be possible to compare the capabilities of the counties and the CDAs.

The results of this mapping exercise form the basis for preparing a detailed training programme in the contract period. There has been very wide ranging training undertaken in all but four of the counties, although further training will be needed (see Annex II for a preliminary overview). 

Training for the implementation of the Structural Funds is not just an issue of ensuring that officials have the right skills. It is also about ensuring that there is an adequate strategy, well developed and articulated following consultation with a wide range of partners, which can be used as the framework for programme development and implementation, with effective project identification, development and execution. Anecdotal evidence tends to suggest that the knowledge of the Structural Funds varies greatly at county level, an issue which will be addressed by a multi-layer approach, including ensuring that there is an awareness level approach at the political and higher official level, so that resource issues are addressed as well as making use of the information obtained through the mapping exercise.

The ownership details of the CDA will also be clarified. Clarification of this information is recommended, although this information will not affect the level and type of training that is offered. However, this information will enable MSTTD to assess whether there are possible conflict of interest issues relating to any possible future role that CDAs will play in the implementation of the Structural Funds.

In parallel with this mapping exercise, general awareness raising work will be undertaken at central, regional and local level. The first action under this heading is described below.

Discussions were also undertaken with the CBC TA-team at MSTTD in respect of a Training Needs Analysis they had undertaken for elaborating the draft Plan for Regional Capacity Building. Although all counties, with the exception of the City of Zagreb, had prepared a ROP, the counties can be seen as falling into one of two categories:

a. The first group were those which had received technical assistance as a part of Regional Operational Programme development and implementation process. These counties have established county partnerships and have elaborated the ROP according to a set process. Consequently in the view of the CBC team, they have established structures for steering regional development processes;

b. The second group have developed their ROPs without TA, sometimes not always employing a sound methodological base for strategic planning. These counties also tended to have limited experience and knowledge about strategic planning and project development.
Both categories are reflected in the overview in Annex II.
The research conducted earlier this year, as reported by IMO, showed a number of areas where capacity needs to be strengthened in relation to project generation and development, such as the preparation of feasibility studies and impact analysis. In the future also, it will be equally important that this project expertise is linked with knowledge of programming so that the counties can maximise their participation in European funding. 

3.3.2 Training and coaching programme

The primary source of information for setting up the training and coaching programme for the project will be the above mentioned mapping exercise, which will provide, inter alia, details of potential trainees, appropriate venues and so on. It will also be used to record what previous training has been undertaken in the county. The exercise will be used in part to introduce the project to the county authorities and other actors in the region, and the future training envisaged. 

The model for programming training will take account of the information from the mapping process, modified where appropriate by the information on training that has already been provided. The proposed training plan will therefore take account of the needs of those counties who have not received training through the UNDP, World Bank or CARDS projects, the City of Zagreb, Istarska, Koprivničko-križevačka, Krapinsko-zagorska, Međimurska, Primorsko-goranska, Varaždinska and Zagrebačka. However, the training will not exclusively focus on these counties.
We have looked at the processes involved in developing and implementing Structural Funds programmes and identified 12 separate categories which form the basis of the modularised training programme for various target groups. Table 3.1 presents the various target groups and training modules. Some of the training modules are more relevant for target groups than others. Besides as the separate categories cover the whole process from becoming aware of the Structural Funds to implementing individual projects to financial processes, it is extremely unlikely any one person would need to undertake all 12 modules. 

Counties will be asked to nominate people for specific training courses as well as someone to act as liaison point with whom the project can be in regular contact as well act as a county level source of information about the project and the Structural Funds. Through the liaison point, the project will monitor the dissemination of information and training activities in each county.
Some training will have to be undertaken relatively early on, such as high-level awareness raising, so that there is clear understanding of the issues facing Croatia at national and local level when implementing the Structural Funds. This includes the need for ensuring appropriate levels of co-financing, resources and for transparent implementation arrangements. Conversely, the contents of some training will not be finalised until implementation arrangements for the Structural Funds in Croatia are clearer. It is on this basis that the proposed 12 modules are shown in tables 3.1 and 3.2, indicating whether they should be undertaken early, middle or late in the life of this project.
Venues
The training will have to take account of audience needs and the nature of the training. High-level awareness training, aimed at Prefects and Directors of the Counties and the CDAs will be held at national level, sub-national level and eventually also at county level, to ensure that those undertaking the training become fully aware of the full resource issues which will result from participation in the Structural Funds. However, it would be a waste of resources to provide all training in each county. Consequently, it is proposed that the majority of training will take place at venues accessible by groups of counties, as well MSTTD. These venues could be, for example: 

· Zagreb (national, NUTS2 Northwest Croatia);
· Varaždin (NUTS2 Northwest Croatia);
· Požega/Oseijk (NUTS2 Panonia);
· Rijeka/Zadar/Sibenik/Split (NUTS2 Adriatic).
As the timetable with a detailed workplan is developed in detail, it will be agreed with MSTTD and circuited to the counties.



Table 3.1 Selected training and support modules per target groups and timing of modules

	  MODULES        TARGET GROUP                 


	                  NUTS1  National 
	NUTS2

Region
	              NUTS3 County
	  Cities, Towns, Municipalities,  

          Local Stakeholders                                                                             

	
	MSTTD

(MA)
	  IB
	Partnership (Monitoring Committee)
	Monitoring Subcommittee (NUTS II)
	Political level
	County admini-stration
	CDAs
	County Partner-ship
	Political 

level
	Cities & Towns 
	LDAs
	NGOs, private sector, other

	
	
	
	
	
	
	
	
	
	
	
	
	

	1. Structural Fund Awareness 
	
	
	
	
	
	
	
	
	
	
	
	

	2. MA/PMC Responsibilities 
	
	
	
	
	
	
	
	
	
	
	
	

	3. Strategic Capacity
	
	
	
	
	
	
	
	
	
	
	
	

	4.Prepare IROP Project Plan 
	
	
	
	
	
	
	
	
	
	
	
	

	5.MA Management Structure
	
	
	
	
	
	
	
	
	
	
	
	

	6.Draft Procedure Manuals
	
	
	
	
	
	
	
	
	
	
	
	

	7.Establish PMC/ Secretariat 
	
	
	
	
	
	
	
	
	
	
	
	

	8.Programme Management 
	
	
	
	
	
	
	
	
	
	
	
	

	9.Financial Management
	
	
	
	
	
	
	
	
	
	
	
	

	10.Intra-County Partnerships
	
	
	
	
	
	
	
	
	
	
	
	

	11.Inter-County Partnerships
	
	
	
	
	
	
	
	
	
	
	
	

	12.Project Cycle
	
	
	
	
	
	
	
	
	
	
	
	


	= Early Start

	=   Mid Start
	=  Late Start






Table 3.2
Contents and timing of selected training and support modules

	MODULE 1

 STRUCTURAL FUNDS           AWARENESS

1.1 EC POLICY

1.2 PRINCIPLES

1.3 REGULATIONS

1.4 ROLES

1.5 GOOD PRACTICE

1.6 SUCCESS STORIES


	MODULE 2

 MA/PMC RESPONSIBILITIES

2.1 REGULATIONS

2.2 GOOD PRACTICE


	MODULE 3

STRATEGIC CAPACITY BUILDING FOR IROP

3.1 PRINCIPLES OF PROGRAMMING

3.3 REGULATION REQUIREMENTS

3.2 ENHANCING THE ROPs FOR IROP PURPOSES
	MODULE 4

 IROP PREPARATION PLAN
4.1 TASKS

4.2 RESPONSIBILITIES

4.3 CONSULTATION     ARRANGEMENTS

4.4 COMMUNICATIONS SYSTEMS

	MODULE 5

IROP MA STRUCTURE

5.1 ORGANISATION CHART

5.2 IB DELEGATIONS

5.3 BUSINESS PLAN

5.4 JOB DESCRIPTIONS

5.5 RECRUITMENT AND HR
	MODULE 6

 IROP PROCEDURE MANUALS

6.1 GENERAL IROP MANUAL

6.2 MA MANUAL

6.3 IB MANUAL
	MODULE 7

 IROP PMC AND SECRETARIAT
7.1 COMPOSITION AND MEMBERSHIP OF PMC

7.2 RULES OF PROCEDURE 

7.3 ROLE OF SECRETARIAT 

7.3 PMC TRAINING
	MODULE 8

IROP PROGRAMME MANAGEMENT
8.1 PRIORITY MANAGEMENT

8.2 PROGRAMME MONITORING

8.3 PROGRAMME REPORTING

8.4 PROJECT APPRAISAL AND SELECTION

8.5 HORIZONTAL THEMES

8.6 STATE AIDS

8.7 PUBLICITY



	MODULE 9

 IROP FINANCIAL MANAGEMENT

9.1 OVERALL FINANCIAL MANAGEMENT SYSTEM

9.2 RESPONSIBILITIES UNDER THE REGULATIONS

9.3 CLAIMS MANAGEMENT

9.4 FINANCIAL REPORTING
	MODULE 10

 INTRA-COUNTY PARTNERSHIP

10.1 IDENTIFYING PARTNERS

10.2 IDENTIFYING ISSUES

10.3 PARTNERSHIP WORKING
	MODULE 11

 INTER-COUNTY PARTNERSHIP

11.1 IDENTIFYING PARTNERS

11.2 IDENTIFYING ISSUES

11.3 PARTNERSHIP WORKING
	MODULE 12

 IROP PROJECT CYCLE
12.1 PROJECT DEVELOPMENT

12.2 FEASIBILITY STUDIES

12.3 ENVIRONMENTAL IMPACT STUDIES

12.4 TENDER DOSSIERS

12.5 PREPARING GRANT APPLICATIONS

12.6 PROJECT DELIVERY




	= Early Start


	=   Mid Start
	=  Late Start




3.3.3 Support to EU Phare 2005 Business Related Infrastructure Grant Scheme

Background

In the context of the PHARE ESC 2005 programme a Business Related Infrastructure grant scheme was launched in November 2006 with a budget of € 5 million. The purpose of the grant scheme is to pilot test programmes and planning structures that will implement PHARE ESC and IPA pre-accession and the Structural Funds after accession through very selective focusing on a limited number of investment priorities. The main objective is to improve Croatia’s business-related infrastructure, thus contributing to regional development. While the scheme was open to all eligible applicants throughout Croatia preference in terms of weighting has been given to projects likely to benefit SMEs and/or projects located within the assisted areas according to the Law on Areas of Special State Concern, the Law on Hilly and Mountainous Areas and on a Group 1 (underdeveloped or insufficiently developed) island according to the Law on Islands.

Priorities of grant scheme

The priorities of the PHARE ESC 2005 BRI grant scheme were the following:

· modernization of infrastructure related to business development;
· development of existing business incubators;
· business centres;
· communal infrastructure related to tourism;
· tourist infrastructure;
· infrastructure base for R&D, ICT infrastructure;
· TA projects to maximise the effective use of the new infrastructure and ensure, where feasible, that long-term sustainability is achieved.
The projects had to include at least one action involving the construction, renewal, or expansion (material enhancement) of infrastructure in one of the areas of priority which were eligible under the scheme. For all projects it will be important to demonstrate contribution to the goals of the Lisbon agenda, i.e. to contribute to enhancement of growth, employment, R&D and ICT.

Support projects

In order to stimulate good quality proposals for the PHARE 2005 ESC Business Related Infrastructure Grant Scheme technical assistance has been provided within the CARDS 2004 project Support to the management of Economic and Social Cohesion Projects, which started at the end of 2005. The TA-team was situated in MSTTD and concluded its activities at the beginning of March 2007. The objectives of the project were: 

· Central relevant ministries/agencies (CFCU, MSTTD, MELE, CES) able to manage grant schemes financially and technically according to EU standards – initially for PHARE, and subsequently IPA and Structural Funds;

· A pipeline of 25 feasible investment projects ready for implementation under PHARE ESC 2005, and national and local stakeholders have better project preparation capability according to EU standards.

The TA-team helped 28 applicants in 13 counties, including the city of Zagreb, which had not received any previous EU funded TA assistance under the CARDS programme, to prepare their full applications (including cost-benefit analysis, feasibility study, tender dossier and grant application form) suitable for the BRI grant scheme or other similar grant schemes, with maximum EU contribution to a single project between € 500.000 and € 1.000.000 (in addition to the applicants own contribution).

Outcome of evaluation

Over the last months the Evaluation Committee (consisting of CFCU staff and representatives of relevant line ministries) has evaluated the applications and selected projects, which will be co-financed by the EU. The contracts between the successful applicants and the CFCU are expected to be signed at the end of November 2008 and must be concluded before November 2008 (end of disbursement period, which might eventually be extended into 2009). 

Technical Assistance and Monitoring

Upon signing the contracts, the implementation of the projects will start. In the context of that there is a need for providing assistance to both the ministries and the beneficiaries of the grant scheme in grant monitoring and implementation. Two type of assignments are foreseen:

a)
providing assistance to the ministries in setting up of kick-off meetings with the beneficiaries, ex-ante approval of secondary procurement by grant beneficiaries, assessing the risks in the projects, and monitoring of the contracts; 

b)
providing assistance to the beneficiaries in the implementation of the projects, doing secondary procurement according to PRAG-rules, including providing basic information on project quantities, support in reporting requirements, etc..
The experts will work closely together in the execution of the assignments.

3.3.4 Trainee programme for junior experts

Profile of trainees

In order to build up a both public sector and private sector based expert pool, the project will perform a trainee programme for 5 junior practitioners. These trainees will be final year undergraduates or graduate students, either with or without relevant work experience. 

Trainee programme

The trainees will be specifically oriented at technical assignments that junior practitioners can undertake in the context of their traineeship, in close collaboration with either the international (key) expert in the project and/or the local experts. Some examples of topics for the trainees:

· Assist in assessing the quality of all existing ROPs;

· Review the counties’ activities, strengths and weaknesses regarding inter-county and intra- county co-ordination, co-operation, partnership and networking (in respect of developing economic and social development programmes;

· Assist in assessing the capacity of existing county PMU’s, or other relevant organisational structures within the county administration and/or county development agencies;

· Assist in running an awareness campaign for local stakeholders informing them about their role, responsibilities and capacity requirements in developing local development strategies in general , particularly in relation to the implementation of the Structural funds.;

· Assist in setting up and running a training programme to strengthen the capacity for working with development funds at regional and local level, including participation in courses;

· Assist in creating an “inventory of capacity” database, in which information will be included on number of experts for regional development in each county, their background, experience and trainings followed, etc.

Recruitment of trainees

The trainees will be recruited in a transparent manner following a call for interest through an advertisement in relevant media/academic institutions. It is proposed that there be two separate tranches in recruiting the trainees. The first will be in November/December 2007, when two or three will be engaged and the second also in November 2008, when the remaining trainees will be taken on. Selection of the trainees will be undertaken by a panel of MSTTD officials and the Project Team. The trainees may currently be following their academic studies or have recently finished these. 
During this period the trainees will work on specific assignments under the close supervision of, and in cooperation with, a coach, being one of the international/local experts in the project. A minimum of 250 hours of traineeship will have to be delivered by the Contractor in the context of the project.
Trainee contract

The trainees will be offered a trainee contract with ECORYS, lasting for between 3 and 6 months, which will be split between on-the-job training on the RDCBF project, and carrying out project-related work with the Ministry. Each trainee will be given a work programme from the beginning of their traineeship, and will be assigned to an ECORYS mentor, normally either the Team Leader or one of the Key Experts, and will have a named contact person in the Ministry depending on the trainees specific work area.
In line with the Terms of Reference, trainees will be paid a nominal fee of €50 per day for working on the project. Following discussions with the Ministry however, we now propose that this fee will be paid as a lump sum calculated on the number of training days but also covering the time that the trainee spends working for the Ministry. The terms of payment will be structured so as to ensure that the trainee completes all his or her days before receiving final payment. 

3.4 
Component III: Capacity building at central level

3.4.1 Preparations for IPA and Structural Funds 

It will be important that the capacity building at the regional and local levels takes place within a clear framework that is specifically structured around the objectives of absorbing the funding programmes (IPA, Structural Funds) available from the EU, as well as other sources. It will be highly desirable that after the national elections of 25 November 2007 MSTTD begins to take a more active role in setting out this framework, as the Ministry will be the central player in preparing and delivering the IROP and through the Managing Authority will have formal responsibility under the Structural Fund Regulations for the proper management of the IRDOP in line with EU policies and legal requirements.

Institutional support and training

From the first quarter of 2008 therefore, we will provide training and support to MSTTD to enable it to be an active driver and coordinator of all aspects of IROP preparation and implementation. This will begin with awareness training in all aspects of the Structural Funds including EC policy, the principles underlying the Structural Funds, the requirements of the Regulations (for both MSTTD and other players, as the Ministry will need to ensure that these are being met at all times). We will also assist the Ministry in designing an appropriate organisation structure for the Managing Authority and Intermediate Body, and to prepare a project plan for preparation of the IROP including organisational issues. We will continue to work over time with the Ministry as the policy issues evolve and at the appropriate stage will assist in guiding the Ministry in establishing a Programme Monitoring Committee. 
Also at a later stage we will train the Ministry and MA staff in specific subject areas relating to its formal responsibilities relating to programme management. The training will also, briefly, cover areas for which the Ministry will not be directly responsible, such as project development, but will need to have knowledge in order to deal with regional and local stakeholders.
Finally, we will assist the Ministry by drafting the necessary manuals of procedure for the MA, IB, and model service contracts for the relationship between the MA and the IB, and the IB and beneficiaries. 

IPA and Phare implementation

In the course of 2008 IPA-funds will come available to Croatia. In addition to that there will also be Phare funding for TA-projects and investment projects (e.g. Phare 2005 BRI grant scheme). These funds offer the possibility to pilot test the structures and the implementation of programmes and projects on the ground. Regarding IPA cross border actions (IPA-component 2) and actions in the context of the Regional Competitiveness OP (IPA-component 3) provide excellent opportunities for learning at both central and regional level. In the context of this project we will provide assistance and training to MSTTD in establishing guidelines for IPA-applicants and providing assistance in monitoring the contracts that have been awarded in relation to the Phare 2005 BRI grant scheme. For the latter grant scheme we will also assist the beneficiaries of the BRI grant scheme in implementing their projects according to EU-requirements.

Partnership development
Given the partnership requirements in the SF-Regulations it will be very important to actively involve regional and local stakeholders at all stages in the programming and implementation of new Structural Funds programmes. We will therefore assist MSTTD in strengthening its management and coordination role towards the regional/local level. Due to uncertainties and lack of progress surrounding the approval of the NSRD and the promulgation of the LRD, the communication and cooperation between MSTTD and the county level has decreased, which should be considerably improved in order to create a partnership for effective and efficient use of SF-funds in Croatia. Ways to deepen the communication and cooperation between central and county level are (see also paragraph 3.5.1):
1. Organizing regular meetings (quarterly) between MSTTD (Directorate for Integrated Regional Development), other ministries and all counties to address policy and programme issues. Topics for discussion:
a) Share experiences, problems, and lessons learnt during strategic planning and partnership design and implementation;

b) Develop common approaches to regional development, including building local capacity, and access to national and international funding;

c) Develop common approaches to regional development, including building local capacity, and access to national and international funding;Explore avenues and joint initiatives to increase inter-county cooperation (the wider region concept), as a first step towards the NUTS2 regions;

d) Draw, from their experience, conclusions and lessons that can be translated into policy recommendations for the future.

2. Besides the Ministry’s webpage, prepare regularly short newsletters or information packages to be distributed through the Ministry’s PR department to all counties and related institutions. 

3.4.2 Finalisation and implementation of the Law on Regional Development and National Strategy for Regional Development

As the Ministry responsible for regional development policy in Croatia and for elaborating the IROP, MSTTD will need at some early point, ideally no later than the second quarter of 2008, to issue policy guidelines to the counties and possibly the NUTS2 regions, on the preparation of strategic plans and priorities at county and wider regional level. The precise format of requirements will depend on decisions of the new government, and after appropriate discussion we will support the Ministry in drafting this guidance. 

Should the decisions from the new government imply a radical change of both LRD and NSRD that would not easily link into the preparations for the Structural Funds in Croatia, then intensive discussions would be needed between the Project Team, MSTTD and DEC to see whether support on changing LRD and NSRD would be possible within the resource base available to the project. Eventually this might lead to setting priorities regarding actions in the context of the preparations for the Structural Funds and finalisation of the policy framework for domestic purposes.Actions to be undertaken in the context of the implementation of the National Strategy: 
a)
Revision and fine-tuning of the National Guidelines of the County and Wider Region Development Programme (CWRDP), during the process of debate and discussion of the NSRD at government level;

b)
Prepare one pilot Development Contract with one selected county. This contract, as foreseen in the NSRD draft, should formalize the commitment by central, county and local governments to co-finance the implementation of the County Development Strategy; 

c)
Ensure a progressive, continuous and smooth implementation of the CWRDP in all Counties.

Integration of the draft NRSD in the Structural Funds system

For implementation purposes it is important to integrate the new National Strategy on Regional Development as much as possible in the Structural Funds system. Our assistance will concentrate in reviewing the pros and cons of the possible choices the Croatian government may have regarding this integration of the NSRD. Apart from very specific domestic reasons, the Croatian government might like to look into the ways how other governments in Western Europe and in some new EU-Member States have realised this, which will allow making good use of best practices in other European countries. The policy advice will be provided in working closely together with MSTTD.
3.5 Overarching issues

3.5.1 Visibility of the project

During the Inception Phase meetings have been held with ministries, county administrations and (county) development agencies, international donor organisations, and technical assistance teams. The Project Team also visited the international RAJ-conference in Šibenik. Besides the project was presented at the MSTTD-workshop on the analysis of the existing capacity of counties and CDAs to prepare and implement projects funded by international donors.

At these meetings the wider community was informed about the start of the project. However, more needs to be done to increase and sustain the visibility of the project. The following activities are foreseen in the context of the project:
1. A high level visibility event at the end of February/beginning of March 2008 Structural Funds for Croatia's regions: Opportunities and challenges (provisional title). The intention is to have a one day's conference with high level presence in the morning (Minister MSTTD, DEC, DG Enlargement/DG Regio, representative from new member state), also presenting the working plan of the project.
2. Regular meetings/workshops with the counties and county development agencies, say once per 3 to 4 months. We suggest to flag up these meetings/workshops and establish the Regional Development Forum:
· Participants: line ministries, county administrations, CDAs and wider partnerships. Meetings: 2 to 4 times a year (launch of Forum at high level visibility event);

· Objective: platform to exchange information top-down and bottom-up (incl. exchange of best practices);

· MSTTD leads the Forum, but engages also representatives from county administration, CDAs and partnerships. Eventually the Forum could be set up in partnership with other organisations in Croatia. 
3. Regional Development Forum will be supported by a website with eventually interactive communication possibilities, linked to the websitte of the Ministry of the Sea, Tourism, Transport and Development;
4. A second high level visibility event will be organised in May/June 2009, presenting the interim results of the inter-county and intra-county partnership co-operation networks, which may also be placed in an international perspective;

5. In all its activities and communications (correspondance, slides for presentation, reports, business cards, etc.) the Project Team will explicitly be mentioning and referring to the European Union as being the provider of the funding for the project.

3.5.2 International study visits

European member states, and their regions and municipalities provide a wealth of best practice in terms of how to organise, manage and implement regional development and the Structural funds, including related development programmes and projects, and the role and responsibilities of relevant institutions. In order to get Croatian stakeholders acquainted with this international best practice, two international study trips will be organised for in total some 60 policy makers and practioners from Croatian ministries, counties and municipalities. The study tours will focus on several aspects of the preparations for the Structural Funds, the link between domestic programmes and EU-programmes, county development planning and implementation, and working with development funds. 

The destinations for the study trips will depend on the type of international best practice that needs to be demonstrated and available budget. In our view two types of study visits seems relevant given the variety of topics that needs to be addressed in the project:

a) A study visit to a more or less comparable new member state (Czech Republic, Slovakia, Hungary), addressing especially the topics from the angle of a Managing Authority or Intermediate/Implementing Body point of view. Participants in such a study trip would be representatives from the Department of Integrated Regional Development at MSTTD (future MA), the Department of Regional and Local Infrastructure (expected IB at MSTTD), and eventually also potential candidates for the Monitoring (sub-) Committee that would be working with the MA and IB in overseeing the operations in the Integrated Regional Development Operational Programme,

b) A study visit for representatives of (selected) county administrations, county development agencies, towns and municipalities, and partnership organisations, focusing on awareness campaigns, project generation and specific project development. Also for this study trip there is merit to choose one of the new member states as a destination as their recent experiences are very much similar to the situation in the Croatian regions.

In terms of timing we feel that the first study trip might need to be organised before or just after summer 2008 in order to provide adequate input to both future MA and IB for their specific role in the context of the preparations for the management and implementation of the Structural Funds. The second study visit could be organised beginning of 2009, when there is more information on the number of operational programmes, their contents (at least in broad terms) and the implementation set-up.

The selection of study trip destinations and participants will be done in close cooperation with MSTTD, with final approval of DEC. 

3.6 Conclusions

In this chapter all aspects of the working programme have been introduced and elaborated, taking into account relevant recent developments in the project's context. Important starting point for our working programme is the fact that preparations for the Structural Funds will have to be speeded up given the wish of the Croatian government to enter the European Union in a couple of years time. As it still takes some time before it will be clear what the position of the new government will be regarding the approval of the draft Law on Regional Development and the draft National Strategy for Regional Development, we will start working on providing technical assistance and training to both the central and regional/local level regarding all necessary preparations for the management and implementation of the Structural Funds and eventually also the implementation of IPA. At a later stage we will consider also the activities that are linked to the finalisation and implementation of the Law and the National Strategy for Regional Development.

4 
Activity planning and organization of project 

4.1 Activity planning

There are several ways to present the activities that will be undertaken in the context of the present project. One possibility is to use the distinction that was presented in the previous chapter, e.g. by main component at central and county/local level. Another possibility is to link these activities to the preparations for the management and implementation of the Structural Funds on the one hand and on the other hand the finalisation and implementation of the Law on Regional Development and the National Strategy for Regional Development. Given the uncertainty on (the timing of) decision making of the new Croatian government on both the Law and the national Strateg, we have chosen for the latter in this chapter. All activities that have been described in Chapter 3, have been included in this approach.

Table 4.1 sets out the plan of actions for the project by quarter. For several activities it will only be possible to start working on these after clear decisions by the new government. As a result we have indicated a decision freeze period of 6 months. The outcome of the elections and subsequent negotiations and political decisions will determine whether this decision freeze period will be longer or eventually shorter than envisaged at this stage. 


Table 4.1 Plan of actions in the project per quarter

	
	2007
	2008
	2009

	
	4th Qtr 
	1st Qtr
	2nd Qtr
	3rd Qtr
	4th Qtr
	1st Qtr
	2nd Qtr
	3rd Qtr

	I. Inception report
	
	
	
	

	II. Preparation for SF management

Note: effective start date for most actions is when the Chapter 22 Action Plan is approved by both Croation government and EC
	

	1. Programming

Support to preparation of IRDOP

	1.1 Support MSTTD to achieve an effective demarcation of action between IROP and the SOPs through inter-ministerial negotiation
	Due to elections and  Government settling in during 1st Qtr 2008 makes action prior Government approval very difficult (Decision freeze)
	
	
	
	
	
	

	1.2 Support  MSTTD to determine the nature of IROP’s priority axes 
	Decision freeze
	
	
	
	
	
	

	1.3 Assess the extent to which the existing “ROPs” can be utilised as a basis for identifying NUTS 3 level need and thus provide essential data for the future planning of the IROP’s  priority axes: assess what further NUTS 3 level research will be needed to complete the situation analysis and SWOT of the 3 NUTS 2 regions (desk study) 
	
	
	
	
	
	
	
	

	1.4 Prepare IPA BRI-guidelines for applicants
	
	
	
	
	
	
	

	1.5  Support MSTTD to establish and train three NUTS 2 level sub-Monitoring Committees to support it in programming specifically for each region and to monitor regional performance.  
	Decision freeze
	
	
	
	
	
	

	2.     Institutional structures



	2.1 Capacity development of MSTTD as the Managing Authority for the Integrated Regional Development Operational Programme (see below under implementation capacity).
	
	
	
	
	
	
	
	

	2.2 Support MSTTD with policy papers leading to appointment of an Intermediate Body for the Integrated Regional Development Operational Programme which will be expected to establish offices in each of the three NUTS 2 regions.
	Decision freeze
	
	
	
	
	
	

	2.3 Support MSTTD with establishment of Monitoring Committee for the integrated Regional Development Operational Programme (using National Partnership Council as model) with sub-monitoring committees covering each NUTS 2 region (based on representation of CDCs).   
	Decision freeze
	
	
	
	
	
	

	2.4 Support to PHARE 2005 BRI grant scheme   
	
	
	
	
	
	
	
	

	3.     Project pipeline



	3.1 Development and implementation of training programme for county and municipality/commune staff in project generation and partnership, and actions to stimulate the submission of project concepts from potential beneficiaries
	
	
	
	
	
	
	
	

	3.2 Development and implementation of training programme for the county administration, CDAs, towns/municipalities, and private sector consultancies to provide good understanding and  more specialist technical assistance in areas such as cost-benefit analysis and environmental impact assessment
	
	
	
	
	
	
	
	

	3.3 Support MSTTD to develop a centralised project pipeline database and manage that effectively 
	
	
	
	
	
	
	
	

	4.     Budgeting & funding flows



	4.1 Decision needed on whether there will be a single paying authority or whether each OP will have its own PA – actions can only be defined after this decision).  
	Decision freeze
	
	
	
	
	
	

	5.     Implementation capacity (staff levels and development needs)



	5.1 Assess capacity of local stakeholders and provide information on roles and responsibilities (after approval of Action Plan )  
	
	
	
	
	
	
	
	

	5.2 Managing Authority: “Staff and Systems Development Plan for IROP Management”  -  support with staff recruitment, design and implementation of training programmes to cover: (a) Programming; (b) Implementation; (c) Project Generation and Preparation; (d) Monitoring; (e) Organisational Development; (f) Information and Publicity; (g) Financial Management and Control; (h) Legislation, Risk Assessment and Irregularities
	
	
	
	
	
	
	
	

	5.3 Intermediate body:  support with staff recruitment, design and implementation of training programmes to cover: (a) Awareness raising; (b) Project appraisal and selection; (c) Monitoring; (d) Payments (see Budgeting and funding flows); (e) Reporting.
	Decision freeze
	
	
	
	
	
	

	5.4 Support to the establishment of regional Sub-Monitoring Committee and the development of capacity for project appraisal and selection.  
	Decision freeze
	
	
	
	
	
	

	6.     Project and information flows



	6.1 Prepare the IROP Internal Procedures Manual addressing all areas described in this section and other tasks of the Managing Authority;
	
	
	
	
	
	
	
	

	6.2 Elaborate procedures concerning the organisation and functioning of the Intermediate Body and assist the IB to prepare its own Internal Procedures Manual for the Managing Authority to approve; 
	Decision freeze
	
	
	
	
	
	

	6.3 Prepare agreements/contracts covering the delegation of tasks and responsibilities from the Managing Authority to the Intermediate Bodies;
	Decision freeze
	
	
	
	
	
	

	7.     Communications

	7.1 Support MSTTD to establish a small information and communications section within the Directorate for Integrated Regional Development;
	Decision freeze
	
	
	
	
	
	

	7.2 Support recruit staff with appropriate skills and experience to develop and implement the Communication Plan for IROP.
	Decision freeze
	
	
	
	
	
	

	7.3 Support MSTTD to identify the role of the IB and the NUTS 3 county development agencies in the communications plan and address their training and development needs accordingly.
	Decision freeze
	
	
	
	
	
	

	8.     Legal foundation

	Explore possible need to change Law on RD (if decision is taken to put this forward for approval) with respect to  NUTS 2 level programming, implementation and monitoring structures: otherwise CODEF responsibility
	
	
	
	
	
	
	
	

	

	III.Management of the NSRD

Note: effective start date for most actions is when the Law on Regional Development is promulgated
	2007
	2008
	2009

	
	4th Qtr
	1st Qtr
	2nd Qtr
	3rd Qtr
	4t Qtr
	1st Qtr
	2nd Qtr
	3rd Qtr

	1.     Legal Base for Regional Development

N.B. By end 3rd Quarter 2008 it should be clear if the Law will be promulgated (in any form) and whether therefore actions relating to the Law/NSRD after that date are needed or whether all remaining resources should be allocated to SF management



	1,1 Further consultation and finalisation of Law on Regional Development
	Decision freeze
	
	
	
	
	
	

	1.2 Drafting and adoption of the Government decrees and decisions prescribed in the Law on regional development, the NSRD-related regulations and the rules of procedure of the Partnership Councils and Committees 
	Decision freeze
	
	
	
	
	
	

	1.3 Revision of the Act on Areas of Special State Concern, preparation of the Act on Disadvantaged Areas  and revision of the Act on Hilly and Mountainous Areas: preparatory work in parallel with the finalization of the Law on RD 
	
	
	
	
	
	
	
	

	2.     Institutional and Consultative Structure for Regional Development

	2.1 Development of appropriate structures, systems, tools and procedures within MSTTD’s Directorate for Integrated Regional Development (expanding on roles defined for SF management) 
	Decision freeze
	
	
	
	
	
	

	 2.2 Development of HR (job descriptions, training plan, etc) within newly established Directorate for Integrated Regional Development. (expanding on roles defined for SF management) 
	Decision freeze
	
	
	
	
	
	

	2.3 Expand roles of SF coordinating and consultative structures to undertake roles foreseen in the National Strategy for Regional Development
	Decision freeze
	
	
	
	
	
	

	2.4 Support the establishment/upgrading of County Partnership Councils and accredited County Development Agencies  
	Decision freeze
	
	
	
	
	
	

	3.     County and Wider Region Development Programme

	3.1 Prepare the National Guidelines (based on the demarcation agreed already for the SF IROP)
	Decision freeze
	
	
	
	
	
	

	3.2 Prepare action plan for upgrading County Development Strategies assistance


	Decision freeze
	
	
	
	
	
	

	3.3 Enhance inter-county coordination, partnership and networking
	Decision freeze
	
	
	
	
	
	

	3.4 Agree basis of Development Contract with MoF + other ministries
	Decision freeze
	
	
	
	
	
	

	4.     Programme for the Development of Disadvantaged Areas



	4.1 Maintain the approved model of socio-economic development
	Decision freeze
	
	
	
	
	
	

	4.2 Undertake an evaluation of all existing support measures for disadvantaged areas


	Decision freeze
	
	
	
	
	
	

	4.3 Prepare the Government Plan for the Development of Disadvantaged Areas
	Decision freeze
	
	
	
	
	
	

	4.4 Agree basis of disadvantaged area programme support with MoF
	Decision freeze
	
	
	
	
	
	

	5.     Reporting and Monitoring System for the NSRD 

	5.1 Design a national computerised reporting and monitoring system (or more likely adapt that designed already for SF management)
	Decision freeze
	
	
	
	
	
	

	 5.2 Extending the monitoring capacities of national and regional structures to include NSRD
	Decision freeze
	
	
	
	
	
	

	6.     Communications Programme for the NSRD 

	6.1 Extension of SF communications programme to address NSRD
	Decision freeze
	
	
	
	
	
	

	Project Management
	
	
	
	
	
	
	


	

	
	
	
	
	
	
	
	
	


4.2 Profile and selection of experts

The plan of actions has have revealed the main areas of work in the context of the project. Part of this work will be executed by the Key Experts that have already been selected and presented in the Contractor's project proposal. The other experts still need to be selected, although the Contractor's proposal has already stated a few names of international and local short term experts.

International short term experts

From the description of activities that have to be undertaken in the context of the project, the following types of experts will have to be involved:

· Policy advisor at national level, working closely with MSTTD and eventually also other ministries to develop guidelines and ideas on policy strategies and institutional structures in relation to Structural Funds and the Law on Regional Development/National Strategy for Regional Development, and provide training in this area,

· Policy advisor at national/regional level, linking both levels through technical support and training on management and implementation regarding important components of the National Strategy for Regional Development and the preparations for the Structural Funds (e.g. partnership development, co-ordination mechanisms, awareness training, etc.);

· Monitoring expert of contracts under PHARE 2005 BRI grant scheme, providing assistance to MSTTD in its capacity of the (technical) monitoring of the type of contracts;

· Consultant(s) providing technical assistance and training for the future MA, IB and Monitoring (sub-) Committee for Integrated Regional Development OP (preparing manuals, development plan, communication, etc.);

· Trainers regarding important components of SF programme management and implementation, including training on specific competences (cost-benefit analysis, feasibility studies, tender dossiers, environmental impact assessment, etc.);

The ToR has explicitly stated that the selection procedures to select the other, non-key experts shall be transparent, and shall be based on pre-defined criteria, including professional qualifications, language skills and work experience. The findings of the selection panel shall be recorded, while the selection of the experts shall be subject to approval of by the Contracting Authority (=DEC). Given these requirements, and after discussion with and consultation of MSTTD we opt for the following approach:
1. Two proposed experts that have worked extensively in Croatia and with MSTTD and/or the counties, and provide continuity in terms of working relationship and consistency in approach, will be selected after consultation with MSTTD and without going through a further selection procedure;

2. The key experts that have very specific knowledge and competences, and for which functions we do not have enough time to go through a selection procedure as activities will have to start already in December 2007, will be nominated after consultation with MSTTD;

3. The other consultants will be selected on the basis of an expression of interest on selected international websites, i.e.:

· www.delhrv.cec.eu.int
· www.ecorys.com
· www.gdsi.com
Both ECORYS and GDSI are involved in various framework contracts and have therefore a wide variety of cv's at their disposal for undertaking the type of activities that will be required in the context of the current project.
Each expert will be involved on the basis of a detailed ToR that will be drafted and consulted upon with MSTTD, on the basis of which approval will be requested at DEC.

Local short term experts
The work will entail intensive support and training towards the national, regional, county and local level. As for Structural Funds purposes the NUTS2 level will become an important vehicle in terms of programming and implementation we suggest that this geographical level will also (at least partially) be used to organise our activities towards the counties and municipalities. This organisation will have 2 components: a personal one by allocating a local expert to each of the NUTS2 regions and its constituent counties, and a physical one by organising several trainings and support in central locations in the NUTS2 regions.
Keeping this type of organisation in mind we foresee a need of the following experts:

· 2 or 3 medium term consultants that will work closely with all relevant organisations in the counties in each NUTS2 region. These consultants will be responsible for the liaison with the county administrations and couty development agencies, and for the coordination of all activities in each respective NUTS 2 region regarding technical support and training. Part of the work will also be undertaken by the experts in close cooperation with the key experts of the core team and all other international and local short term experts;

· Policy advisor at national level, working closely with MSTTD and eventually also other ministries to develop guidelines and ideas on policy strategies and institutional structures in relation to Structural Funds and the Law on Regional Development/National Strategy for Regional Development, and provide training in this area;

· Legal advisor responsible for finalisation of the Law for Regional Development and secondary decrees, and integration of SF-requirements into the Law;

· Consultants providing technical and organisational support to PHARE BRI grant scheme beneficiaries and MSTTD;

· Regional development experts providing technical support on upgrading ROPs, creating inter- and intra-county partnership, etc.;

· Trainers regarding important components of SF programme management and implementation, including training on specific competences (CBA, feasibility studies, tender dossiers, EIA, etc.);

· Expert on awareness raising, communication and website.

The majority of the local experts will be recruited through putting an advert in one of Croatia's leading job websites and the websites of DEC and MSTTD, i.e.:

· www.moj-posao.net
· www.delhrv.cec.eu.int
· www.mmtpr.hr
Most crucial and urgent will be to select the 2 or 3 medium  term consultants that will work closely with all relevant organisations in the counties of each of NUTS2 region. The other experts will be recruited in 2008 as most of their activities will only start at a later date.

All applications will be reviewed by a Selection Panel, in which representatives form MSTTD and the Project Team will take part. The successful applicants will be involved in the project on the basis of a ToR that will have to be approved by DEC.
4.3 Organisation of work

The previous paragraphs have made it clear that a lot of activities will have to be performed in the context of the project, which will be undertaken by several international and local experts. Given the variety of activities and multitude of organisations that will be connected to the project, the work will be organised in the following way (see also Figure 4.1):

a) Core team of key experts: Mr. Sjaak Boeckhout (regional development expert, Team Leader), Mr. Robert Smith (regional development expert, partnership and networking specialist), and Mr. David Aldworth (regional development expert, training specialist). This core team will be supported by Mrs. Anja Celio-Cega, project assistant;
b) Medium term local experts, responsible for the coordination and execution of technical assistance and training to all relevant target groups in each of the NUTS2 regions of Croatia, i.e. Adriatic Croatia, Pannonian Croatia, and North West Croatia. These coordinators would work closely with the core team of key experts in the project, with the contact persons in each county within the respective NUTS 2 regions, and with the other stakeholders in the target groups;
c) Short term international and local TA-experts: these experts will work under the guidance of one of the key experts of the core team on specific issues at both central and/or regional level;
d) Short term international and local trainers: these experts will provide training on specific modules and will always relate to one of the key experts from the core team and/or one or more medium term local experts.



Figure 4.1 Schematic view of how project experts will be organised
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4.4 Activities in the first four months

There are several distinct activities where the Project Team would work on in the first four months:

1. Assessment of ROPs,

2. Assessment of local capacity;

3. Assessment of number and quality of partnerships;

4. Assistance to Phare 2005 BRI Grant Scheme;

5. Make plan for IROP implementation structures

6. Make detailed training and TA plan;

7. Write note on contents of IROP (relation with SOPs and local ROPs/CDS)

8. Prepare high level visibility event end February/beginning March

Most activities lay the basis for more intensified work that will start after the high visibility event of end February/beginning of March.
4.5 Project monitoring and coordination 

For the monitoring of the project, the beneficiary has established the following coordination groups:

· Project Implementation Unit (PIU) with representatives from MSTTD, Department for Integrated Rregional Development which will meet with the Project team on a weekly basis;

· Monitoring Committee (MC) with representatives of MSTTD, MELE, CODEF and DEC. The Monitoring Committee will review progress on a monthly basis;

· Steering Committee (SC) with representatives of the same organisations at state secretary level, which will meet every six months to be informed about progress, and any required policy follow up.

The Project Implementation Unit (PIU) of MSTTD will be responsible for organising and chairing the monthly progress meetings of the MC and the bi-yearly meetings of the SC. The Project's Team Leader will ensure that all members receive necessary documents well in advance to the meetings.
Another type of coordination is needed regarding the trainings that will be provided at central and regional/local level regarding the management and implementation of the Structural Funds. In the context of Danish bilateral help a Training Coordination Strategy has been developed for CODEF. Our Project team has been in close contact with the experts that developed this strategy. From these discussions the conclusion has been drawn that a global training plan would need to be elaborated, involving all relevant training organisers in Croatia (ministries, projects with international funding). An important step would be that already in advance of setting up an Inter-Institutional Training Coordination Committee (headed by CODEF and involving representatives from relevant SF-ministries, associations of County Councils and of Cities and Municipalities, and the Council for Civil Society Development, with donors active in the field of SF-capacity building as honorary members) ministries and donors (directly or through on-going TA- and training projects) would meet at short notice and coordinate their training activities for 2008, in order to avoid overlap and duplications, and create the maximum benefit from the resources available.
Annexes

Annex I Overview of external meetings Inception Phase

· Mr. Mate Jurišić, Assistant Minister Directorate for Strategic Infrastructure Projects, Ministry of the Sea, Tourism, Transport, and Development

· Mrs. Spomenka Rakušić, Mrs. Marina Lang Perica, Mrs. Jasminka Keser, Mrs. Sanja Fišer, Ministry of Economy, Labour, and Entrepreneurship

· Mr. Ljudevit Herceg/ Mr. Marko Brajko, Assistant Minister/Advisor Local and Regional Infrastructure Department, Ministry of the Sea, Tourism, Transport, and Development

· Mrs. Iva Frkić, Mrs. Ivana Vlašić, Mr. Iain Mackie, Central Office for Development Strategy and Coordination of EU Funds

· Mrs. Ksenija Andreić, Fund for Regional Development

· Mr. Norbert Muhlenbach (Team Leader), Mr. Jim Duncan, Dr. Klaus Richter, SME Policy Enhancement and Delivery (SMEPED)

· Mrs. Susanne M. Nielsen, Dr. Kiril Velitchkov, Mr. Karlo Čulo, consultants Danish bilateral support for preparation of Structural Funds 

· Mr. Simon Armstrong, external consultant Ministry of the Sea, Tourism, Transport, and Development (MSTTD)

· Mr. Denis van Dam (Team Leader), Sustainable Development of Croatia’s War Affected Regions, MSTTD

· Mr. Paul Georis (Team Leader), Mr. George Chabrzyk, TA Cross Border Country Development, MSTTD

· Mrs. Andrea Vugrinović/Mr. Emil Tkalec/Mr. Patrick Galeski, Director/Project managers AZRA, Varaždin County Development Agency 

· Mr. Predrag Štromar/Silvija Ladić, Deputy Prefect/Policy Advisor Varaždin County 

· Mr. Željko Tufekčić, Assistant Minister Department of Budget and Finance, Ministry of the Sea, Tourism, Transport, and Development

·  Mr. Andrija Petrović/Mrs. Normela Radoš, Development Agency North (DAN), Varaždin

· Dr. Stjepan Ribić/Mrs. Gordana Stojanović/Mrs. Ivana Jurić, RDA of Slavonia & Baranja Osijek

· Mr. Petar Kulić (Deputy Prefect), Mr. Zoran Vidović, Mrs. Gabrijela Žalac, Mr. Saša Dević (director RDA), Vukovar County/RDA Vukovar

· Mrs. Marta Bogdanić, Croatian Social and Economic Project ASSC, PCU Zagreb (World Bank)

· Mrs. Maša Kovačević/ Mr. Nenad Kocmur, UNDP Croatia

· Mr. Joe Welsh, USAID
· Mr. Michael Kummel, Danish Resident Advisor Central State Office for Administration

Annex II Previous Training to Counties by Provider and ROP Assessment    

Training is only described in detail where the project scope goes wider than assistance on project generation, identification, implementation and management to potential applicants and others.  More information is given in the footnote.

	County
	UNDP
	MSTTD
(CSERP)
	CARDS 2004 – Sustainable Development of Croatia´s War Affected Areas
	CARDS 2002/3 Sustainable Development of Croatia´s War Affected Areas
	ROP ASSESSMENT

	
	
	
	
	
	According to CBC-TA team
	According to RDCBF-TA team *

	Bjelovarsko-bilogorska        
	
	PPD(LAs)

PCM (CDA/NGO)

SP

(LAs)

PPD

(NGO)

SPM

(CDA/NGO)

EDPM

SPM

(NGO)
	
	
	Received TA for ROP elaboration.  ROP developed according to set procedures  
	

	Brodsko-posavska               
	
	PPD(NGOs)

PCM

(NGO)

SPM

(NGO)
	EUP 

PolicyProg 

MFC

 PRAG 

PCMLOG –

PPP
	Develop new ROP

PPD

PCM

PIU
	Established county partnerships, ROP elaboration according to a set process.  
	

	Dubrovačko-neretvanska
	
	PPD(LAs)

SP(LAs)

PCM

(CDA/NGO)

SPM

(CDA/NGO)

PPD

(CDA/NGO)

EDPM

PCM

(NGO)
	
	
	Received TA for ROP elaboration.  ROP developed according to set procedures  
	

	Grad Zagreb                    
	
	
	
	
	
	


	Istarska
	
	
	
	
	ROP developed without TA, sometimes not always employing a sound methodological base for strategic planning.  
	

	Karlovačka 

   
	Banovina/

Kordun

Infrastr

Recon, capacity build community support, access to finance resources for business start-ups, EU Funding sources
	PPD

(NGO)

PCM

(NGO)

SPM

(NGO)
	EUP 

PolicyProg 

MFC 

PRAG PCMLOG  

Pro Fiche  

PPP 
	Develop new ROP

PPD

PCM

PIU
	Established county partnerships, ROP elaboration according to a set process.  


	Well prepared and presented ROP that shows a real understanding of county needs. 

Strengths: intellectual coherence, convincing analysis, good SWOT, clear implementation arrangements including application of horizontal themes.

Weaknesses: Vision needs sharpening up.

	Koprivničko-križevačka 
	
	
	
	
	ROP developed without TA, sometimes not always employing a sound methodological base for strategic planning.  
	


	Krapinsko-zagorska             
	
	
	
	
	ROP developed without TA, sometimes not always employing a sound methodological base for strategic planning.  
	

	Ličko-senjska

 
	Lika – Dalmatian Hinterland

Infrastr

Recon, capacity build community support, access to finance resources for business start-ups, EU Funding sources
	PPD

(NGO)

PCM

(NGO)

SPM

(NGO)
	EUP 

 PolicyProg 

MFC 

ProFiche 

PPP 


	Develop new ROP

PPD

PCM

PIU
	Established county partnerships, ROP elaboration according to a set process.  


	

	Međimurska                     
	
	
	
	
	ROP developed without TA, sometimes not always employing a sound methodological base for strategic planning. 
	

	Osječko-baranjska              
	
	PPD (LAs/NGOs)

PCM (CDA/NGO)

SP

(LAs)

SPM

(CDA/NGO)

EDPM
	
	
	Received TA for ROP elaboration.  ROP developed according to set procedures  
	

	Požeško-slavonska              
	
	PPD(NGOs)

PCM

(NGO)

SPM

(NGO)
	EUP 

PolicyProg 

MFC 

PRAG

PCMLOG 

Pro Fiche 

PPP 
	Develop new ROP
	Established county partnerships, ROP elaboration according to a set process. 
	

	Primorsko-goranska             
	
	
	
	
	ROP developed without TA, sometimes not always employing a sound methodological base for strategic planning.  
	

	Sisačko-moslavačka   

Sisačko-moslavačka       

                    
	Banovina/

Kordun

Infrastr

Recon, capacity build community support, access to finance resources for business start-ups, EU Funding sources
	SP

(LAs)

PPD

(NGO)

PCM

(NGO)

EDPM

SPM

(NGO)
	EUP

SP

PCM

PPD

ME

FE

Procure
	Creation of PMU

Develop and implement ROP
	Established county partnerships, ROP elaboration according to a set process.  


	Rather weak.

Strengths: stakeholder participation, SWOT, detailed programme.

Weaknesses: obsolete data, shallow analysis, no wider view, convoluted vision.  

	Splitsko-dalmatinska           
	
	PPD (LAs)

SP(LAs)

PCM (CDA/NGO)

SPM

(CDA/NGO)

PPD

(NGO)

EDPM
	
	
	ROP developed without TA, sometimes not always employing a sound methodological base for strategic planning.  
	

	Šibensko-kninska               
	
	SP(LAs)

PPD

(NGO)

EDPM

PCM

(NGO)
	
	PCM

PPD

PMU Development

ROP Implementation and Developemnt
	Established county partnerships, ROP elaboration according to a set process.  


	A creditable first effort but with definite potential to improve.

Strengths: good SWOT, quantified targets, application of horizontal themes.

Weaknesses: obsolete source data, lack of prioritisation of measures.

	Varaždinska
	
	
	
	
	ROP developed without TA, sometimes not always employing a sound methodological base for strategic planning.  
	

	Virovitičko-podravska

Virovitičko-podravska
	
	PPD (LAs/&NGOs)

 PCM

(CDA/NGO)

SP

(LAs)

PCM

(NGO)

SPM

(CDA/NGO)

SPM

(NGO)

EDPM
	
	
	Received TA for ROP elaboration.  ROP developed according to set procedures  
	A mixed effort but with strengths that can be built on. 

Strengths: some effort to understand the data, SWOT, attention given to project and programme implementation.

Weaknesses: source data, convoluted vision, no wider context (apart from CBC with HU).  

	Vukovarsko-srijemska    

     
	Vukovar-Ilok

Key tourism infra reconstruct, tech assistance tourism dev, Agro tourism support, skills training and know-transfer, financial advice and support for SME dev, training capacity building EU funding.
	PPD(NGOs)

SP (LAs)

PCM

(NGO)

SPM

(NGO)

EDPM
	EUP

SP

PCM

PPD

ME

FE

Proc
	Creation of PMU

Develop new ROP

PPD

PCM

PIU
	Established county partnerships, ROP elaboration according to a set process.  


	A fair effort that gives a reasonable overview of county needs and a rational approach to tackling them.

Strengths: analysis, especially the summaries of key issues in each section, strategy/objectives/measures hold together well. 

Weaknesses; overcomplicated vision, project pipeline, lack of prioritisation of measures.

	 Zadarska

 
	
	SP(LAs)

PPD

(NGO)

EDPM

PCM

(NGO)
	
	PCM

PPD

PMU Developemnt

ROP Implementation and Developemnt
	Established county partnerships, ROP elaboration according to a set process.  


	Good first-time effort. 

Strengths: stakeholder participation, long-term vision, detailed programme, awareness of horizontal themes

Weaknesses: use of obsolete and irrelevant data.  Project pipeline.

	Zagrebačka


	
	
	
	
	ROP developed without TA, sometimes not always employing a sound methodological base for strategic planning.  


	


* 
Comment on ROP made in respect of a few selected counties.

USAID has provided wide ranging assistance, particularly to support agri-businesses and enhancing SME performance.  Projects have been connected with supporting Economic Development Agencies to create Special Economic Zones, help improve SMEs access to credit and help RDAs develop tourism projects. USAID will cease to operate in Croatia from June 2008 onwards.  Further details not yet available from USAID.  CBC has provided assistance to individual applicants for specific grant schemes.  This has included Counties where they have been grant applicants.  Following the TNA described above, they are now planning a range of training activities.  CARDS 2004 Support to the management of Economic and Social Cohesion Projects (SAFEGE).  Capacity development at national level for the creation of a grant management scheme and creation of a project generation facility with 26 business related projects becoming fully prepared.  CARDS 2004 Regional Development Capacity Building Facility in Croatia follow in activity to the SAFEGE project to provide assistance to the MSTTD in working with beneficiaries, assisting in development of secondary procurement procedures by grant beneficiaries, contract  monitoring and other Grant Management activities.
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