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Introduction 

Croatia is crlt~cal to peace and stablllty In the former republics ot Yugoslavia As Croatia was 
a principal partt to the war i t  has also been an essential partner in establishing peace A 
stable prosperous and democratic Croatia can have a profound influence on long term stabilitv 
and reintegration in the region The highest U S fore~gn policy priorities In Croatia are to 
consolidate peace and foster transition to a market economv and an open democratic society 

This document presents the USAID Program Strategy for Croatia tor the four year period 1996 
through 1999 The strategy directly responds to U S fore~gn policy priorities in Croatia To 
consolidate peace and promote stability USAID will support peaceful reintegration ot 
populations affected by the Baslc Agreement on the Region of Eastern Slavonia Baranja and 
Western Serrnium ("the Erdut Agreement") To foster the transition to a market-based 
democracy USAID wlll support financial sector development increased political pluralism and 
improved local governance 

In each area ot operation, the program emphasizes the importance of creating equal opportunities 
for all Croatians regardless of ethnic identity A recurring theme throughout the strategy is the 
need to broaden and deepen citizens' participation In all aspects of life in Croatia -- in peace 
in the economy in politics and in government Broadening partupation in the benefits of 
peace means ensuring that all affected populations in Croatia are treated with equal respect for 
human and civil rights and afforded equal opportunity to reconstruct their lives in the aftermath 
of war Broadening participation in the economy means increased opportunity and increased 
competition to offset the concentration of wealth and share the benefits of restructuring more 
widely among the population Broadenmg participation in politics and public decision makmg 
means establishing viable institutions to enable a more diverse set of viewpoints to engage in 
debate on issues of national significance Broadening participation in local governance means 
support for decentralization and greater accountability and responsiveness 

In 1996 the USAID program in Croatia entered a period of transition from war to peace from 
humanitarian assistance to support for economic and democratic transition, and from Washington 
to field-based programming We are confident that the strategy outlined provides a sound basis 
for managing transition and for utilizing all available resources to accomplish meaningful results 
in the prescribed program time frame 

The USAID program for Croatia began in 1993 and is currently in its fourth year of operation 
In 1994 and 1995 USAID/Zagreb served as a regional office responsible for programs both in 
Croatia and in Bosnia-Herzegovina Following execution ot the Dayton Peace Agreement in 
November 1995 a new USAID/Bosnia office was opened in Sarajevo and the USAID office 
in Zagreb was converted to a regular bilateral operation The USAIDlZagreb staff currentlv 
comprises three direct hire Amerlcans (the AID Rep and two General Development Officers) 
three US personal servlces contractors (Executive Program Humanitarian) and four FSN 
professional project staff Previously approved annual operating year budgets for Croatia were 
$14 544 000 in FY 95 and $23 643 000 for Bosnia and Croatia in FY 94 
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USAIDIZagreb Country Strategy 
1996 - 1999 

I Summart 4nalvsis of Assistance Env~ronment and Program Rationale 

4 b S Foreign Policy Interests 

The primary U S foreign policy objectlve in Croatia is to consolidate the end of the war among 
the former republics of Yugoslavia and bring sustamable peace and stabil~ty to the reglon In 
1996 this objective is embodied In efforts bv the U S and others to implement the Dayton 
Peace Agreement and the Basic Agreement on the Region of Eastern Slavon~a Baranja and 
Sirmium s~gned in Erdut in November 1995 ("the Erdut Agreement") The Government ot 
Croatia (GOC) was a signatory to both agreements and remains an essential partner both for 
implementing the peace plan and for promoting stability and economic reintegration in the 
region Beyond the mandate of the Dayton accord U S foreign policy objectives In Croat~a as 
legislated under the Support to East European Democracy (SEED) Act are to foster transition 
to a market economy and an open democratic political system The U S G supports Croatia s 
efforts as a newly mdependent nation to become a full member of the internat~onal community 
including a partner to European integration 

B Program Evolution 

Since its inception in 1993 the USAID program in Croatia has been primarily tocused on 
allevlatmg human suffering and fostering reconciliation among populations affected by the war 
in the former republics of Yugoslavia USAID has provided support grants totalling over $25 
million to international and indigenous non-governmental and private voluntary organlzacions to 
prov~de humanitarian services to approximately 630 000 refugees, displaced persons war 
victlms children and other war affected populations During this period USAID programs 
played a major role in assisting refugees and displaced persons in Bosn~a and Croatia to cope 
with circumstances of extreme crisis and in many cases enabled them to return to thelr homes 
of orlgin in Croatia and Bosnla USAID support through NGOs and local mstitutions was 
mstrumental In enhancing Croat~an national and local governments' capacity to deal with the 
enormous human~tarian burden resulting from the crisis An Important anc~llary impact of 
USAID s humanitarian assistance was the development of a sustainable network of local NGOs 
which can continue to play a role in developing civil society in peacetime 

Warfare in the region the constant sh~fting and disruptive impact of large numbers of refugees 
and displaced persons and mter-ethnic distrust and hostility have been the principal ~mped~ments 
to resolvmg the humanitarian crisis in Croat~a At the end of 1995 up to 400,000 d~splaced 
persons and refugees remained In Croatia USAIDIZagreb will contmue to provide them 
assistance with the ultimate objective of seeing all war-affected populations resettled voluntarilv 
in their homes of origin or other places of their choosing Peaceful relntegratlon of Eastern 
Slavonia into Croatia under the terms of the Erdut Agreement is crucial for successful resolution 



ot the humanitar~an crisis in Croatia and Bosnia and tor maintaining peace In the region 4s  the 
Erdut Agreement was an essential precursor to the Dayton accord failure to implement the 
agreement effectively could lead directlv to a new outbreak ot war In the reglon or continued 
instability 

In 1994 and 1995 USAID initiated development ot a portfol~o ot Croatia-specif~c activities in 
the areds oi  economic restructuring and democracy bu~ldlng W h ~ l e  the war has lim~ted the 
capacity ot USAID/Zagreb to focus financial and human resources in these areas a solid 
foundation has been established for achieving meaningful results in both areas over the next three 
to five years Under the proposed strategy USAIDIZagreb will continue working in each ot 
the three strategic assistance areas outlined in the Europe and New Independent (ENI) States 
Bureau s strategic framework Ending the humanitarian crlsis and supporting the peaceful 
reintegration of Eastern Slavonia constitute the highest program priorities Econom~c and 
political transition are viewed as closely interrelated and mutually reinforcing and constitute co- 
equal program priorities 

C Summary of Macroeconomic and Sociopolitical Trends 

1 Social Stabilization 

Over the next two to four years responding to humanitarian crises related to the war and its 
aftermath will remaln a major component of the program Support in thls area corresponds to 
EN1 Bureau Strategic Objective 3 1 "Human suffermg and negative consequences of crises are 
reduced " With the advent of peace the primary focus under this SO will be to support 
voluntary settlement and remtegration of war-affected populations with specific emphasis on 
populations affected by the Erdut Agreement 

Eastern Slavonia contains the last plece of Croatian territory still occupled by rebel Serbs at the 
end of 1995 The war resulted in catastropic damage to buildings homes, and infrastructure in 
the area and forced large scale movements of displaced persons into and out of the area Under 
the terms of the Erdut Agreement, the area will be returned to Croatia after a 12 to 24 month 
period of U N Transitional Administration for Eastern Slavonia (UNTAES) commencing in 
January 1996 

Peaceful reintegration ot Eastern Slavonia is crucial to long term stability in Croatia and the 
region for two major reasons First the area constitutes a dangerous flashpoint for a resumption 
of hostilities and continued instability Second, Eastern Slavonia constitutes a bellwether of the 
GOC s cornrnltment to uphold a high standard of human r~ghts  protection in support of multl- 
ethnicism in the reglon Restoration and malntenance of the multiethnic fabric of prewar 
Yugoslavian society are among the USG s highest priority objectives in Croatia and the region 

On the Issues ot peace and stability In the months preceding the Dayton agreement the GOC 
made clear its Intention and ability to retake the area by force if necessary Sat~sfactory 
resolution of the issue of Eastern Slavonia between Croatian and Serb representatives was an 



essential pre-cond~tion to the overall peace agreement negotiated dl: Dacton Ohio Fdilure to 
Implement the Erdut agreement In a timely and satlstactorv manner could lead dire~tly to a 
resumption of host~l~tles in the region and spark a new de-stabillzing wave of retugees dnd 
displaced persons b h ~ c h  in turn could trigger a total breakdown ot the Davton A, ~reement 
Successful ~mplementation of the agreement would establ~sh bas15 tor normalizing relations 
among the tormerlv warrlng parties and establish a foundation tor long term stabil~tv dnd 
regional Integration 

On the Issue of multi-ethnlclsm over the next two years a large number ot displaced Croats dre 
expected to return to their homes in the UNTAES controlled area of Eastern Slavonia The 
current populat~on of the reglon IS predommantly Serb includmg substantial numbers of 
displaced from other parts of Croatla including Krajlna and Western Slavonia Many ot the 
resident Serbs remam intent on incorporating the reglon into a greater Serbia all of the current 
residents of the area fear reprisals by returnmg populat~ons The process of reintegratlon will 
be fraught with inter-ethn~c distrust and animosity In Croatla support for the principal of a 
multiethnic soclety will entall strict adherence to the speciflc provlslons ot the Erdut agreement 
whlch safeguard the rlghts of all Croats Serbs and other minorities with a legitimate claim to 
citizenship to remain In or return to areas of Croatla, including all of Slavonla and the Krajina 
Of utmost concern IS to prevent any recurrence of gross human rights violations among civlllan 
populatlons In Eastern Slavon~a of the sort whlch were recorded in Krajina and Western Slavonia 
In 1995 follow~ng Croatian mil~tary operations (Storm and Flash) to recapture the areas from 
rebel Serbs 

Under its mandate UNTAES IS responsible for demilltarizmg the area and overseemg the 
process of transferring civll authority back to Croatla The U S played a major role In 
brokerlng the Erdut Agreement and is provldmg substantla1 financial and human resources to 
support UNTAES operations Additional support through USAID is needed to demonstrate to 
the GOC and populat~ons in the region specific U S cornrnltment to ensurmg successtul 
~mplementation of all aspects of the agreement (particularly protection of human rights) to t ~ l l  
gaps not covered under UNTAES' mandate (e g , economic reintegration and revltallzat~on ot 
all of Slavonla) and to encourage the earliest involvement of other donors and development 
partners to mobhze resources needed to undertake a major reconstruction and recovery program 
for the region USAID's program for Eastern Slavonla wlll be focused on settlement ot 
populations and creatlon of conditions necessary for successful reintegratlon into productive 
society Central to the process of reintegratlon will be the reactivation of the region's economy 
Gwen the complexity of population shlfts into and out of Eastern Slavonia economlc 
reintegration and revltalizatlon activltles will need to incorporate the whole of Slavonla and 
posslbly parts of the Krajina 



2 Economic Restructuring 

While consolidating peace remains the highest priority the second principal challenge facing 
Croatia is to rebuild and restructure the economy to achieve sustainable prlvate sector-led growth 
and Improve living standards of average Croatians -- many ot whose standard of living has 
declined precipitously over the past several years Economic growth and recovery In Croatia 
will enable the country to continue to serve as an important stabilizing influence in the region 
A prosperous outward-looking Croatia can provide much needed stimulus for economlc 
recovery in the region by promotmg economic reintegration among the separate former 
Yugoslavian republics and neighbormg states The GOC places the highest priority on economic 
integration with the Western democracies Justification for U S support for economlc 
restructuring is based on Croatia's importance as a key partner in the Dayton Peace Agreement 
and the GOC's demonstrated commitment to developing a market-based economy Support 1s 
part~cularly crucial at this tlme to enable Croatia to recover rapidly from the impact of the war 

Economic development in Croatia to date has been constrained by the combined Impact of the 
war and structural vulnerab~l~ties of the soc~alist economic system Inherited from the former 
Republic of Yugoslavia Estimates of damage from the war range from $7 0 to $12 0 b ~ l l ~ o n  
The war exacerbated the impact of economic decline that had begun throughout the region in the 
1980's In Croat~a, the war took a heavy toll on the nation's mfrastructure and economy and 
disrupted the process of transition to a market economy National defense needs drew human 
and tinanc~al resources away from the productive sectors and paralyzed the economy The 
dissolution of the Yugoslav federation and the imposition of sanct~ons dwupted trade both 
among the republ~cs and with neighboring states and resulted in a loss of markets and the 
interruption of key supply flows The war resulted in declines of approx~mately 30% of GDP 
and 50% of disposable household incomes between 1991 and 1993 Industrial product~on during 
the period declmed by 50% from pre-war levels and tourist revenues fell to 10% of pre-war 
earnings Unemployment is currently estimated at between 15 and 20 percent 

Over the past several years, Croatia has made substantial progress in establish~ng the essential 
underpinnings of a modem market economy In 1993, the government successfully launched an 
economic stabilizat~on program to extinguish hypermflation stabilize the exchange rate of the 
new currency (the Kuna) and rebu~ld fore~gn reserves Over the next several years the GOC 
will work w ~ t h  the World Bank and the IMF to maintain macroeconomic stabil~ty and create 
conditions conducive to sustainable growth Of particular importance will be a resolution of 
foreign debt issues mcluding agreement on apport~onment among the former republics and debt 
servlclng arrangements w ~ t h  the London Club Croatia has also made substantial progress in 
prlvatizmg state-owned enterprises and creating an enabling environment for pr~vate sector-led 
growth A majority of Croat~a s small and medium s~zed enterprises have been privatized and 
L 

the private sector accounts for over 50% of GDP Major economic growth opportunities exlst 
in tourism mdustry mining and agribusmess If regional peace can be sustamed prospects for 
long term economic growth In Croatia are cons~dered excellent 

While prospects for economic growth appear excellent, of particular importance to 



Ommt USAIDiZagreb 15 to facilitate evpansion of the base ot the elonomy to allow a broader heS 

of the population to participate more fullv In the benetits ot economlc restructuring mi 
development USAIDIZagreb is particularly conscious ot the importance of creatlng more 
competitive ~onditlons in the economy to counterbalance the ascendancy of a narrow polltl~dl 
and economlc oligarchy Accelerated development ot the small and medium scale enterprise 
sector and expansion of investment opportunities for small investors are essentlal to Increased 
economic competition and more equitable participation 

USAID support for economic restructuring in Croatia will be focused on EN1 Bureau Stratepc 
Objectwe 1 4 ' A competitive private financial sector that is more responsive to the needs ot a 
market-oriented economy " This SO has been selected as a priorlty based on the status ot 
economic restructurmg In Croatia and opportunities for achieving signiticant results in support 
of broad-based growth Broadenmg and deepening ot the financial sector will increase the 
availability of investment resources needed to fuel economic growth and provide better access 
to financing for accelerated growth and development of private enterprises Development ot 
capital markets is aimed at providing Increased opportumties for small and medium scale 
investors to participate more fully in the benefits of economic restructurmg and particularly in 
the privatization process In coordination with the World Bank USAIDIZagreb has identified 
specific opportunities in areas where USAID and its implementation partners have substantla1 
experience and technical knowledge and where llmited investments in technical assistance and 
training can have substantla1 multipher effects over a three to five year time frame bSAID 
involvement in the financial sector will also help to ensure that financial and other markets in 
Croatia remain open to U S investment and trade interests 

It IS anticipated that the bulk of financing requ~red to support infrastructure development 
reconstruction and economic recovery and growth will come from prlvate investment and other 
development partners including the E U the EBRD and the World Bank USAID's prlmary 
contribution will be to support development of a solid financial foundation tor attracting private 
investment and supportmg a modern market-based economy 

3 Democratic Transition 

Slnce Independence in 1991, Croatia has established an a~ceptable framework for supporting 
open multi-party democratic electoral processes Opposition parties can and do compete tor 
representatlon in local and nat~onal elections and have had success in both areas At the natlondl 
level nine parties hold seats in Parliament Several important city councils including Zagreb 
are controlled by the opposition The constitution provides an adequate legal framework for 
protecting civil and human rlghts and for respecting basic individual freedoms essentlal to a 
functioning democracy, including freedom of speech press, and organization Despite the 
presence ot these fundamental elements of a functionmg democracy the transition in Croatia to 
an open democratic society remalns precariously incomplete Problems related to 
monopolization of political power by one party and legal and other impediments to free and open 
debate of important political and economic issues among all segments of society constitute 
serlous obstacles to successful democratic transition In Croatia 



Politics in Croatia since 1991 has been dominated bv Pres~dent Franjo Tudjman and the Croatian 
Democratic Union (HDZ) Tudjman won the nation s first direct president~al election in 1992 
by a substantial margin and is widely expected to win re-election In 1997 Tudjman s party the 
HDZ holds solid majorities in both houses of the parliament The President and h ~ s  party wield 
considerable power through control ot the Parliament appointment ot the judiciarv md  
regulation ot the state-controlled electronic media During the war political lite in Croatia was 
colored bv strong nationalist sentiments Tudjman and the HDZ played on these sentiments both 
to spur the independence struggle and to consolidate power National securitv and external 
threat were frequently mvoked by the Government to rationalize centralization of decision 
making and to suppress opposition to HDZ rule War conditions also made citizens more 
tolerant ot closed society and less apt to question the national leadership 

In the aftermath of the war, the populace's expectations of a more open society have been 
disappointed Serlous questions remain about the commitment ot the government to encourage 
more open political processes to allow full participation of all Croatian citizens in the polit~cal 
and economic development of the country and to share power with the opposition Specific 
areas of concern include legislative attempts to increase the level of control exercised by the 
central government over the press and other media continued central~zation of power at the 
national level political interference in the judiciary, the propensity of ruling party to alter 
election law to enhance its own political position and fairness of election processes including 
treatment of opposition candidates and access to electronic media Centralization of power and 
one-party control is symbolized in the ongoing struggle between the President and the 
opposition-rnqtrolled Zagreb city council over appomtment of the mayor The President has 
several times refused to confirm the council's nommee citing national security powers delimited 
in the Constitution While technically legal, this action has been cited by the opposition as 
evidence of the ruling party's aims to stifle even duly elected opposition voices 

USAIDIZagreb believes that the next several years constitute a watershed in the nation s political 
development Croatia s short experience with democracy has been constrained by circumstances 
of war The well-financed well-organized HDZ has taken advantage of the situation including 
the relatively underdeveloped and unorganized state of the opposition to secure and consolidate 
power Priority action is needed to offset incipient tendencies to centralize power before one 
party control becomes permanently entrenched Equally important is to establish a permanent 
framework for increased debate among different segments of the society and to enable ordmary 
citizens to participate more openly in public decision making While substantial obstacles exist 
in both areas important opportunities also exist 

USAID support for democratic transition is almed at eliminating the disconnect between an 
ostensibly democratic legal and political system and the disturbingly undemocratic reality on the 
ground The program encompasses two EN1 Bureau Strategic Objectives S 0 2 1 "Increased 
better intormed citizens participation in political and economic decision making" and S 0 2 3 
'More effective responsive, and accountable local government " Under S 0 2 1 a broad 
program of support to NGOs political parties ard the media wlll be directed at improving 

public access to information on significant economic and political issues and at establishing 



vlable vehicles tor expressing alternative viewpoints and encouragmg more open cieba~e Under 
S 0 2 3 USAID w~l l  pursue a targeted program to enable city governments to operate as more 
efficient and autonomous entlties and to promote greater Interaction between local governments 
and their constituencies 

Select~on of these democracy and governance objectives was based on understanding of political 
trends and opportunit~es in Croatia SO 2 1 was selected to oftset disturbing tendencies to 
exclude whole segments of the soclety from access to informdtion and to make meaningful input 
on important issues effecting the country's political and economic luture Our view IS that 
opportunities exist to strengthen NGOs, political parties and the press SO 2 3 was selected to 
counterbalance the tendency toward centralization Under the Croatian political structure cities 
have latitude to manage their own affairs and can play an important role as political 
counterweights to the national government Furthermore work with local governments will 
provide an opportunity to develop sustainable mechanisms for more participative democracy and 
may yield future pol~tical leaders to serve at the national level 

Currently other donor support in the area of democratic transition is very limited The Soros 
Foundation is developing programs in support of independent media NGO development and 
political party strengthening In the near future it is possible that the Council of Europe and/or 
the European Union will develop other similar programs USAIDIZagreb has identifled 
democratic transition as a priority assistance area based on its assessment of the significance of 
the problem and the long term implications on democratic transition if problems are left 
unaddressed The current absence of donors in the sector and the wlndow of opportunity tor 
the US and its development partners to exert influence on Croatia in the context of the Dayton 
and Erdut agreements and expanded European Integration are also important factors In the 
decision 

D Customer Focus 

USAIDIZagreb's country strategy is the product of a collaborative process involving a broad 
spectrum of customers, development partners, and Croatian government representatives The 
proposed program in social stabilization is based on information developed through a network 
of local and international NGOs with close and regular contacts with populations affected by the 
war Regular monitoring by USAID/Zagreb staff and a recent comprehensive mid-term 
evaluat~on of these activities by an outside team have enhanced the mission s capacity to assess 
the impact of ~ t s  ongoing humanitarian activities and to redirect emphasis to respond to changing 
circumstances The proposed program for Eastern Slavonia has been developed through close 
dialogue w ~ t h  UNTAES, NGOs, other donor representatives, Croatian government officials and 
to the extent possible dialogue w ~ t h  local Serb officidls and residents The customer service 
plan in this area will entail ongoing monitoring of activities dialogue with cooperatmg sponsors 
includmg NGO and international agencies close collaboration with UNTAES and regular 
interviews and informal surveys of affected populations 

USAIDIZagreb involvement of customers to develop economic restructuring activities includes 



dialogue with government official5 responsible tor economic restructuring regular interaction 

with a range of publ~c and private flnanclal sector representatives consultations with the World 
Bank and others to ensure complimentarity of activities The customer service plan calls for 
continued regular contacts with d~rect beneficiaries ot USAID activities (1 e the banks 
regulaton agencles the Ministrv of Flnance) and a broad range of potential Investors 
Additionally bSAIDIZagreb will develop more extensive contacts with the small and medium 
sized busmess communitv to assess the impact of ongoing financial sector reform and 
development on etforts to promote broad based sustainable growth 

In the area of political transition, USAIDIZagreb's proposed program is based on informat~on 
developed through close and regular contact wlth local NGOs political parties citv 
representatives, journalists and other medla representatives Additionally U S Embassy 
personnel maintain a broad range of contacts whose input has been used to identify priorities 
The customer servlce plan in this area calls for maintaining and expanding these contacts 

E Transitional Issues 

The proposed program strategy is based on the need to achieve sustainable meaningful results 
within a four year program implementation time frame Under each strategic objective USAID 
will seek to catalyze systemic sustainable change towards permanent establishment of an open 
democratic soclety and a competitive market-determined economy More specifically 
irreversible progress in resettling populations and reintegrating Eastern Slavonia will be indicated 
by successful transfer of sovereignty to Croatia, reactivation of the region's economy particularly 
re-establishment of markets for regional agricultural and industrial production and demographic 
evidence that the pre-war multiethnic composition of the region has been restored and/or 
maintained Sustainable, systemic change In the financial sector will be indicated by 
establlshrnent of a fully functioning banking supervision capacity, establishment of the Croat~an 
Securities Exchange Commission incremental improvement of the legal framework and 
successful resolution of specific public tinance issues including establishment of a government 
securities market Sustainable, irreversible progress towards democratic transition will be more 
diff~cult to measure as activities aimed at increasing participation and improving governance are 
mcremental in nature In the area of local governance five municipalities should show 
substantial Improvement in the areas of financial management and provision of public services 
and have established a framework for soliciting regular participation of citizens In decision 
making processes Sustainable, systemic change w ~ l l  also entail establisment of regular 
mechanisms for sharing of "best practices" among municipalities so that successes within the 
core group can be replicated on a more national scales In the area of citizens' participation 
the ultimate indicator of sustainable systemic change will be the continued existence of a multi- 
party democracy in which more than one party plays a substantive role In leading the nation at 
both the local and national level 



I1 Strategic Plan Elements 

A Goal 

The USAIDiZagreb strategic plan is derlved from the overall U S toreign policy goal of 
achievmg regional peace and integration among the former republics ot Yugoslavia This 
objective 1s shared by the GOC and the international community In addition to establishing 
peace In the region the GOC is anxious to achieve economic integration with the western 
democracies and eventually become a full member of the European Union The long term goal 
or the USAID program in Croatla is to foster the transition to a market economy and a 
democratic society Achievement of this goal IS dependent on the critical assumption that the 
peace negotiated first at Erdut and later at Dayton will hold Failure of the Erdut and Dayton 
Agreements would necessitate wholesale review of the proposed strategy 

The EN1 Bureau Strategic Framework identifies Economic Restructurmg Democratic Transition 
and Social Stabilization as the three priority assistance areas for support under the SEED Act 
Our strategic framework adopts sub-goals in each of these areas Progress in each strategic 
asslstance area is essential for Croatia to complete the transition to a market oriented democratic 
society Continued support to mitigate the effects of war and maximize the potential for lasting 
peace constltute our highest priorities Simultaneous involvement in economlc and political 
transition reflects our view that an open market economy and participative democratic 
governance are mutually reinforcing and supportive of peace In both areas, the alm 1s to 
promote increased competition to offset emerging tendencies to centralize political power and 
concentrate wealth among a small segment of the population 

I3 Strateg~c Focus 

USAID/Zagreb's strategy (see Flgure 1) is formulated around four strategic objectives in the 
three asslstance areas Under soclal stabilization we propose to focus efforts on settling and 
reintegrating populations affected by the Erdut Agreement Reintegration of Eastern Slavonia 
is the h~ghest priority in the program Other objectives under this assistance area (social services 
and reduced envlronrnental rlsks) were rejected on the basis that they are low priorities in the 
Croatian context Under economlc restructurmg we propose to focus on the financial sector 
only Privatization of state-owned enterprises fiscal policy reform, private sector development 
and restructuring of the energy sector are cons~dered beyond our capacity to Influence with the 
resources available Under Democratic Transition we propose to focus on increasing popular 
particlpatlon In publlc decislon maklng and promoting more effective responsive local 
government Legal and judicial reform, while important, would require time and resources in 
excess of our country program 



Figure I Strateg~c Plan 
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C Core Strateglc Objectives 

Strateglc Objectwe 1 - Reintegrat~on of populatlons affected bt  the Erdut Agreement 

This strateyc objective narrows EN1 Bureau objectlve 3 1 Human suffermg and negatlve 
consequences of crlsis are reduced " The prlmary focus wlll be settlement and remtegratlon of 
populations affected by the war with particular emphasis on populat~ons covered by the Basc 
Agreement onEastern Slavonia, Baranja and Sriem (the Erdut Agreement) 

Problem Analysis 

Since 1991, the eastern part of Slavonia (former U N Sector East) has been occupied by rebel 
Serbs under the self-proclaimed Republic of Serbian Krajlna (RSK) In November 1995 the 
U S played d major role in brokering the Erdut Agreement between Croatian and Serb 
representatives to return the area to Croatian sovereignty The agreement averted almost certain 
military action by the Croatian armed forces to recapture the area and was an essential precursor 
to the regional peace accord negotiated at Dayton Peaceful reintegration of Eastern Slavonla 
1s the key to bringing a definitive end to the war for Croatia and for providing a basis tor long 
term regional stability and reintegration 

The Erdut Agreement establ~shes a U N Transitional Administration for Eastern Slavonia 
(UNTAES) to oversee the process of reintegration over a period of 12 to 24 months beginning 
in January Q96 UNTAES' mandate includes demilitar~zmg the area effecting the transfer of 
civil authority and municipal management maintaming basic public services and organizing 
locdl elections prior to departure We are confident that UNTAES can and will fulfill ~ t s  
mandate and that the region will be reincorporated into Croatia However as UNTAES ~tselt 
readily acknowledges, the problem of peacefully reintegrating affected populations to ensure the 
longer term stability of the region will require a major well-coordinated effort on the part of 
all concerned parties Failure to reintegrate populations could lead to serious human rights 
abuses new and de-stabillzing waves of refugees and displaced persons In the region and at 
worst a renewed outbreak of hostillties 

At the core of the problem are the war's effects on the demographics of large portlons of 
Croatia ~nclud~ng the Krajina and all of Slavonia and the devastating impact of v~olence on the 
pre-war multiethnic fabr~c of society In Sector East, the prewar population was estimated at 
approximately 170 000 of which slightly less than half were ethnic Croats between a quarter 
and a thlrd ethnic Serbs, and the remainder from other ethnic groups In the aftermath of the 
war the current population is predominantly Serb Nearly all of the pre-war Croat population 
fled from the area durmg or after hostilities Whde ~t is difficult to guess the size of the current 
population in Eastern Slavonia, there has been a large influx of Serbs into the area from Krajina 
Western Slavonia other parts of Croatia and parts of ex-Yugoslavia Many of the most recently 
armed Serbs sought refuge in the area following Croatian military operations to recapture the 
Krajina and Western Slavonia In May and August 1995 



The process of reintegration will entail a complex shifting of more than 350 000 Croats Serbs 
and other ethnic groups into and out of Eastern Slavonia Western Slavonia the Krajina and 
other parts ot Croatia Bosnia and Serbia Croats seeking to return to the region are likely to 
find their original homes damaged or destroyed from the war or occupied by Serbs Many of 
the displaced and refugee Serbs in the area are likely to find themselves in a quandary about 
where to go as returning to their homes of origin may be difficult or impossible and remaining 
in the area dangerous for fear of reprisal or impractical for want of shelter Some Serbs may 
make their departure conditional on bemg allowed to return to their tormer residences in other 
parts of Croatia or in Bosnia or Serbia Finding a satisfactory resolution to the problem of 
settling these displaced populations wdl be difficult in the extreme 

Further addmg to the complexity of the problem is the war's legacy of inter-ethnic hostility and 
animosity Eastern Slavonia was the scene of fierce fighting Physical damage from the war 
was severe particularly in the city of Vukovar Related conflicts in Western Slavonia and the 
Krajina were equally destructive Egregious violations of human rights among civilian 
populations occurred on both sides Many Serb residents in the area are intent on maintaining 
the area as part of the self-proclaimed RSK all of them greatly fear reprisals from returning 
populations and discrimination from Croatian authorities Many of the Croats returning to the 
region have lost family members and friends in the fighting and may seek to avenge their losses 
The consequences of the war are that despite hundreds of years of history in the region of 
peaceful coexistence of people of diverse ethnicit~es the viability of a multi-ethnic future in 
Croatia and the region has been severely challenged, and its fate may hang in the balance of how 
the situation in Eastern Slavonia is resolved 

Results Framework Narrative 

While ultimately it will be the responsibility of the affected populations and their leaders to 
choose between the high road of peace and tolerance and the low road of conflict and revenge 
there is a quite a bit that can and should be done by all parties to the peace process to mitigate 
the potential for violence and maximize the 
potential for a return to ~nter-ethnic tolerance 
and stability At a minimum this will entail Strategic Results 
strict adherence to the terms of the Erdut 
Agreement Of particular importance are 1 Populations are resettled voluntarily and 
those aspects safeguarding the human and reintegrated into a mdtlethnlc soclet~ 
civil rtghts of all displaced Croats Serbs and 
other minorities with a legal claim to 2 Civil and human rights are guaranteed 
Croatian citizensh~p to remain in or return to to remaining and returning populations 
areas of Croatia including all of Slavonia and 
the Krajina More expansively, this will 3 Ihnomlc revltallzatlon provides 
entail active coordinated engagement over a employment and income opportunltles and 
three to four jear period to re-create the promotes stablllty 
necessary social political and economic 
conditions for a peaceful multiethnic future 



F~gure 2 SO I (EN1 SO 3 1) 
Eastern Slavon~a 

SO 1 Reintegration of populatrons affected by 
ERDUT Agreement 

Tlmeframe 4 years u 
IR 1 1 Affected 
populations become 
econom~cally 
productive members 
of socrety 

Partners World Bank, 
EC GOC UNTAES 

employment & 
Income 
generatrng 
opportunltres 

Partners World 
Bank EC EBRD 

and crvrl rrghts 
protected 

Tlmeframe 3yrs 
Partners 
Norwegran 

IR 1 2 1 lmproved 
monltormg of 
human rlghts r- 
- - - -  - 

Tlmeframe 3 yrs 
Partners UNTAES 
UNHCR ECMM 

IR 1 3 Increased 
problem solvlng 
by crwl society 

Tlmeframe 4 yrs 
Partners EC 
UNTAES WHO 
GOC UNHCR -l 

IR 1 2 2 lmproved 
access to legal and 
ad minrstratlve 
systems 

Timeframe 2 yrs 
Partners 
Norweg~an Ref 
Councrl GOC 
UNTAES 

SO 3 Effectrve 
accountable and 
responsive local 
governance 

Trmeframe 4 yrs 
Partners GOC 
World Bank 
Norway 

IR 1 3 1 Affected 
populatron has 
improved coping 
sklls 

Trmeframe 3 yrs 
Partners UNHCR 
WHO EC 

Crrtlcal assumptions 1 Regional peace IS malntalned 

2 De-mmng program ma~ntarned 

3 UNTAES turns over authority to GOC for E Slavonra on schedule 



The resources requlred to undertake the enormous tasks of assisting displaced and retugee 
populations to return repairing and reconstructing war-damaged infrastructure and housing and 
restructuring and revitalizing the region s economy are well beyond USAID s capacity to 
provide Furthermore much of the responslbilitv for undertaking these tasks l ~ e s  more 
approprlatelb with the prlvate sector the Government ot Croat~a and other development 
partners Nonetheless we can and must play a leadership role to catalyze rapid mobilization 
ot resources and to demonstrate a high level of commitment to the success of the operation The 
affected populations and their leaders are carefullv scrutinizing the focus of USAID s planned 
assistance program and have indicated a high degree of interest in our being present throughout 
the process Similarly, the EU the World Bank and other bilaterals including Norwav 
Sweden, and Belgium have expressed willmgness and preparedness to get involved but are 
awaiting our lead before committing themselves 

Just as the U S took the lead in brokering the peace negot~ated at Erdut to end the hostilities 
we will lead in establishing a sustainable peace to bring an end to the cycle of violence and 
revenge By demonstrating a staunch U S commitment to success of the operation USAID will 
open the way for broad participation by a representative group of development partners 

USAIDIZagreb s program in Eastern Slavonia (Figure 2) is based on the hypothesis that 
resettling populations voluntarily ensuring them viable opportunities to become economically 
productive and improving their ability to cope will lead directly to peaceful reintegration of 
populations affected by the Erdut Agreement Critical assumptions to this hypothesis are that 
UNTAES will fulfill its mandate (including demilitarization of the area and transfer of civil 
authority) and that capital will be available from a variety of sources to undertake the enormous 
task of phys~cal reconstruction of infrastructure and revitalization of the economy 
USAIDIZagreb will focus its efforts in three areas directly related to the affected populations 

To enable populations to become productive members of society USAID wlll support creatlon 
of employment and income generating opportunities and respect for human and civil rights This 
IS essential to ensure that returning and remaining populations can support themselves over the 
long term and for mitigating the potential for interethnic competition and animosity USAID 
will provide technical assistance, training and access to capital necessary to reactivate the 
economy In region, reestablish markets, and develop small and medium scale enterprises 
Human and civd rights protection will result from access to legal and administrative services to 
enable affected populations to function within the established Croatian legal and regulatory 
trameworh and from human rights monitoring Legal services for affected populations will also 
play a role In encouraging voluntary resettlement of affected populations by ensuring equal 
protection under the law Human rights monitoring will not be undertaken as an end in itself 
but rather will be a part of activities carried out by USAID-financed NGOs and other 
implementing partners 

USAID u 111 support voluntary settlement of affected populations through human and civil rights 
protection Cr~tical assumptions In this area are that programs in the areas of houslng 
reconstruction medical services and education will be supported by the Government of Croatia 



and others GSAID w~l l  improve coplng skills ot atfected populations through interethn~c 
reconcillat~on programs and community interventions to deal wlth an array of socldl dnd 
psycholog~cal problems resulting from war lnduced trauma Our program wlil asslst both at d 

community support group level and In improving the skills ot care glvers In the region as me 
have done in the past two years 

Add~tional support to Eastern Slavonia wlll be provided under the local governance strategic 
objective Under the Local Governance SO technical assistance will be prov~ded to Eastern 
Slavonia to develop feasibility studles and other plans for repairmg rehabllitat~ng and upgrading 
infrastructure and for improving municipal management These plans will enable local 
governments in the area to attract and coordinate publlc and prlvate tinanc~ng Addlt~onally 
cmes in the area may be lncluded in the regular local governance program Under our cltizen 
participation objective support for local elections and/or political party and civic NGO 
development may be avallable 

Judging Performance 

Table 1 at the end of this sectlon presents the performance data for t h ~ s  SO More specific 
baselme data and targets for this strategic objectlve will become avallable after UNTAES has 
completed demil~tar~zation of the area and has fully assumed its role as the transitional 
admlmstrat~on Dem~litar~zat~on was completed in July 1996 Many ot the present indicators 
are based on percentages to capture the concept that raw numbers are less crltical than whether 
the majority of the affected populations participate in the process The indicators also try to 
capture the complexities of people moving In movlng out and staying behind all three ot which 
are Important data to follow for an accurate picture of the success of remtegration 

Development Partners 

The key development partners In Eastern Slavonia are UNTAES the Government of Croatia 
local Serb authorities currently administering the region, the European Umon Norway, and 
Belgium Relations between UNTAES and the USG are excellent and extend to the highest 
levels Both the GOC and the Serb authorities in Eastern Slavonla have expressed strong 
support for USAID mvolvement m the area 

Other kev development partners In the area of settling populations include the UNHCR and 
possiblv the Federation of the Red Cross The European Union, Sweden Belgium and Norway 
have all indicated their readiness to prov~de substantla1 resources for reconstruction and 
rehabilitation and expressed strong interest In coordmatlng thelr actlvltles closely with USAID 
and UNTAES In the area of human r~ghts monitoring the War Crimes Tribunal in the Hague 
the Helsinkl Committee the UN Human R~ghts Committee and the ICRC play slgnitlcant roles 
In monitoring and redressing abuses 



Illustrative Approaches 

Economic TA to identify promising private sector ventures to stimulate 
Revitalization employment training and other support to re-establish production 

and improve marketing 

Small and Medium enterprise lending program 

Infrastructure repair from activities under local governance SO 

Civil Rights 
Protection 

Inter-ethnic 
reconciliation 

Human rights 
protection 

Coping Skills 

TA and other support to establish legal assistance groups to ad- 
vise affected populations on processes administrative procedures 
legal issues related to settlement 

Technical assistance and grants to local NGOs for inter-ethnic 
dialogue and exploratory visits and return to original homes 

Grants to local NGOIInst to facilitate discussion of inter-ethnic 
reconciliat~on at schools 

TA and grants to local NGOs to monitor and report on Human 
Rights situation and establish sustainable reporting system 

Support for Local cornmunlty action groups and NGOs to estab- 
lish community level interventions 

Technical Assistance and training for care givers to better 
sensitize them to the problems of war-caused traumas 

Sustalnabllity 

Irreversible, sustainable progress under this objective will e~ther be apparent by the end of the 
program period or will not be accomplished As d~scussed above the ultimate responsibility for 
success or failure will be the affected populations and their leaders The real measure of success 
will be the percentage of the original population of the reglon who voluntarily return or remain 
after the transfer of sovereignty to Croatia and are subsequently able to re-establish themselves 
on a permanent basis Most activities under this SO are short-term interventions that will be 
completed within the period of the strategic plan The return of populations to the region will 
take place over the next two to four years Employment and income generating activities to 
support returning and remaining populations will be established under market conditions long 
term sustainability will depend on how the regional economy evolves Economic development 
in the region is an ongoing process and will be left primarily to the market and the private 
sector Whlle the reconciliation process will not be complete for many years to come the 
processes which have been imtiated by USAID should continue to encourage the generational 
change needed to reconcile the ethnic groups 



TABLE 1 USAID/Zagreb 3 0  1 Remtegration of Populations Affected by the Erdut Agreement (EN1 Bureau SO 3 1) 
PERFORMANCE DATA I'ABLE BASELINE, TARGETS, AND ACTUAL RESULTS 

PERFORMANCE 

Strateg~c Obgect~ve #l (EN1 3 1) Reintegration of populations affected by ERDUT A~reement 
I 

INDICATOR 

1 Displdced persons in Croatid 
permanently resettled 

INDICATOR DEFINITION 

Source Office of Displdced 
Persons and Refugees (ODPR) , 

I 

I 

I 

AND UNIT OF 
MEASUREMENT 

2 Current residents of Eastern 
Sldvonid remdin in Croatia 

1 Source GOC (ODPR), UNHCR I 

Definition Displaced people 
throughout Croat~a 

BASELINE DATA 

Unit Percent 

YEAR 

Definition Current residents of 
Edstern Slavonid with legdl 
cldim to cit~zenship 
Unit Percent 

1998 1996 

VALUE 

I 

CommentsINotes Current census datd is undvdllabk for Edstern Slavonid Resldent population is roughly estimdted dt 150 000 

1997 i 
Tdiget 1 arget Target 

1999 I 

Tdrgtr 
I Actual 



TABLE 1 SO 1 PERFORMANCE DATA TABLE BASELINE, TARGETS, AND ACTUAL RESULTS (cont~nued) 

PERFORMANCE I 
- - 

I INDICATOR DEFINITION I 

IR 1 1 Affected populdtion become econom~cally productive members of society 

INDICATOR 

1 Level of economic output In 
dffected areas 

Source Chamber ot Economy 

AND UNIT OF 
MEASUREMENT 

2 Level of unemployment 

Source Chamber of Economy 

Notes 

BASELINE DATA 

Definit~on Regional economic 
output and employment 

YEAR 

U n ~ t  Percentage of pre-war 
output 

Definition Persons cons~dered 
employdble w~thout work 

VALUE 

1996 

Untt Percentage 

1997 

Tdrget Target 

TBD 

Actudl 

TBD 

1998 

1 drget 

TBD 

1900 

1'11 get 

Notes 

IR 1 1 1 Expanded employment & Income generdttng opportunltles 

1 New businesses in Sldvonia to 
absorb affected populdtions 

Source Chamber ot Economy 

1995 Definit~on Businesses 
registered dnd operdtrng 

Unlt Number 

TBD 



lable 1 SO 1,  PERFORMANCE DATA BASELINE, TARGETS, AND ACTUAL RESULTS (contmued) 

PERFORMANCE, 
INDICATOR 

INDICATOR DEFINITION 

IR 1 2 Human and civil rights protected 

IR 1 2 1 Humdn rlghts monltorlng I 

1 Effective human r~ghts 
monltorlng system is in place 

I I 

I 

I 

AND UNIT OF 
MEASUREMENT 

1 U S Embassy assessment of 
human r~ghts sltuatlon 

Source U S Embassy 

proved 

Defin~t~on Human Rights 
Report 

Det~ni t~on Human R~ghts 
Report 

Un~t  worse/sdme/better than 
prior year + narratlve 

Unit worselsdmelbetter than 
prior year + narrat~ve 

IR 1 2 2 Access to legal and admlnistrdtlve systems broadened 

BASELINE DATA 

1 Current res~dents ot E Slavon~d 
apply tor C ~ t ~ z e n s h ~ p  

YEAR 

Un~t Number 

VALUE 

1996 

2 Requests for clt~zenshlp by E S 
residents approved 

1997 

Tdlget Target 

Detin~tion Ratlo c ~ t ~ z e n s h ~ p  
(domovnlcd) granted to totdl 

Actual 

appllcdnts 
Un~t  Percent 

1998 

rdrget 

Notes 

1999 

I d~ gt t 1 



Table 1 SO 1, PERFORMANCE DATA BASELINE, TARGETS, AND ACTUAL RESULTS (cont~nued) 

I PERFORMANCE INDICATOR DEFINITION 
INDICATOR AND UNIT OF 

MEASUREMENT 

IR 1 3 Increased problem solving by civil society 

1 NGOs addressing civll society 
problems In E Sldvon~a 
Source USAID 

2 Impact ot NGO wolk 

Source USAID Survey 

BASELINE DATA 

Definition CroatianNGOs 

Unit Number 

Definition Opinion survey of 
25 - 30 key informants 
Unit Average rating on a 1 - 5 
scale + analysis of NGOs 

TBD 

YEAR 

1996 

VALUE 

IR 1 3 1 Affected populdtlon has improved coprng shdls 

1997 

Tdrget 

TBD 1 Level of coping sk~lls of affected 
population 

Source USAID Survey 

1998 

Deiinitlon Expert percept~ons 
of coping shills 
Unit Rating on 0 - 5 scale + 
dndlysis 

1999 

Actual Tdrget Tdrget I ,ti get 



Strategic Objecttve # 2 - More competitive, market-responsne financtal sector 

This strategic objective corresponds to EN1 Bureau Objectlke 1 1 

Problem Analysts 

Economic growth is critical In Croatia to improve post war living standards and enhance 
Croatia s abil~ty to serve as a stabilizing influence in the region To achieve sustainable growth 
over the next five years, Croatia will need to attract private investment from both domestic and 
foreign sources, continue to restructure the economy to complete the process of transition to a 
market economy establish a sustainable system of publlc finance that maintains macroeconomic 
stability and foster the growth and development of private enterprises Development and 
modernization of the domestic financial sector is necessary to establish a solid foundation lor a 
modem market economy in Croatia 

Of equal importance to economic expansion is that growth take place under conditions that 
encourage and facilitate broad participation of the population in the benefits of development 
Since independence in 1991 there have been growing concerns among many Croatians that a 
well-financed and polltically well-connected ehte have garnered a disproportionate share ot the 
benefits of economic restructuring The under-developed financial sector and particularly the 
lack of transparency and effectlve regulation in the financial markets has contributed to the 
concentration of wealth Potential Investors (including Croatians with capital outside of Croatia) 
not prlvy to the arcane and confusing workings of the domestic financial system have been 
reluctant to invest due to a lack of confidence In the system At the same time, competition over 
the limited funds available for financing private investment has excluded the less well-connected 
and led to increased concentration of wealth 

The Croatian financial sector suffers from lack of investor confidence in the formal banking 
system, severe domestic illiquidity and underdeveloped capltal markets Lack of confidence in 
the banking system is the result of inherent weaknesses in the state controlled system inherited 
from the former Yugoslavia absence of a transparent legal and regulatory framework to govern 
operations and lack of basic institutional infrastructure to regulate and supervise financial 
institutions to ensure sound management practices and prdect investors Domestic illiquidity 
is the result of unresolved publlc finance issues left over from the breakup of the former 
Yugoslavia For example, the total nomlnal value of government paper issued to Croatian banks 
against liabilities resulting from the seizure of private foreign exchange assets by Belgrade and 
excessive losses accumulated by "soc~ally owned" enterprises is currently estimated at $2 1 
billion This constitutes more than 40% of total assets in the bankmg system The inability of 
commercial banks to convert these non-marketable government securities to cash constitutes a 
huge drag on the economy and severely constrains banks' ability to make funds available to 
iinance prlvate 5ector-led growth Domestic ~lllquidity has also been evacerbated by the general 
economic decline resulting from the war and the imposition of restrictive monetary policy 



F~gure 3 S 0 2 (EN1 1 4) 
F~nanclal Sector 

SO 2 
A competltrve market 
responsive financlal 

sector 

T~meframe 4 yrs 

I 

IR 2 1 V~able transparent financlal 
~nst~tut~ons developed 

- -  

T~meframe 4 yrs 
Partners Mm of Just~ce World 
Bank Br~t~sh Know How Fund 
Central Bank 

I 
IR 2 1 1 Legal framework Improved - 

T~meframe 2 yrs 
Partners Mln of Justlce 
(Commercial Courts) 

IR 2 1 2 Largest banks rehabllltated t 
T~meframe 4 yrs 
Partners World Bank B r h h  Know 
How Fund BRA 

I IR 2 1 3 Bank supervision 

funct~onmg I 
T~meframe 2 yrs 
Partners Central Bank of Croat~a 

I 

IR 2 2 Caprtal markets expanded 

T~meframe 4 yrs 
Partners World Bank GOC Mm of 
Fmance 1 
, 

Critical assumpt~on Macro-econom~c pol~cy continues to 
support tinanclal sector development 

IR 2 2 1 Regulations affectmg 
cap~tal markets Improved 

T~meframe 2 yrs 
Partners CROSEC World Bank 
Mln of Flnance 

- IR 2 2 2 lnst~tut~onal capab~llty 
Increased 
T~meframe 4 yrs 
Partners World Bank Mm of 
Fmance Stock Exchange OTC 
Market 



USAID has selected the financlal sector as a prloritv dbslstance area based on the potentla1 tor 
influencing soternment and prlvate sector investment to x h i e ~ e  a s i d e  range ot w t a ~ n d b l e  
outcomes dnd a broad class ot beneficiaries Ober the nekt three to tive bears CISAID ltlil 
asslst to ( 1 )  mahe the fmanc~al system more transparent dnd more accesstble to a broader range 
of the Croatlan population and ( 2 )  increase availabtlltt u t  tlnanclng through expdndlng Lapita1 
markets 

Results Framework Narrative 

The schematic of the USAIDiZagreb program 
In the financlal sector is presented In 
Figure 3 The development hypothesis 
deplcted 1s that viable transparent financlal 
institutlons combined wlth expanded capltal 
markets wlll lead dlrectly to development of 
a competitive financial sector capable of 
attracting domestlc and toreign prlvate 
investment necessary to fuel economic 
growth USAID will not attempt to Influence 
macroeconomlc policy (mcludlng resolution 
of external debt issues wlth the London 
Club) Sound macroeconomlc management is 
a crltical assumption to the hypothesis and 
will be monltored over the course of the 
program 

Strategic Results 

1 Transparencv and ~mproved 
legallregulatorv framework encourage 
broader part~c~pat~on in financ~al markets 

2 Increased part~c~pat~on of small and 
medium mvestors strengthens prlvate 
enterpr~se 

3 Capltal markets spur competition 
and pnvate-led growth 

Our program wlll create condltlons necessary for the emergence of vlable transparent fmancial 
lnstltutlons through development of effective regulatory agencles (e g the Croatian Securities 
Commlsslon and the Bank Supervmon Unlt of the Central Bank ot Croatia) establishment ot 
an effective legal framework for financial markets development (e g bankruptcy and collateral 
laws) and rehab~litation of selected banks USAID assistance to the Bank Rehab~litation Agency 
to clean up balance sheets and reorganize problem banks w ~ l l  pave the way for their 
rehab~lltation and eventual privatization under the World Bank Financial Sector Adjustment Loan 
(FSAL) Program Funds wlll be available from the World Bank and other sources to 
recapitalize the banks and development of bank and non-bank financial institutlons wlll be 
undertaken by the private sector and/or other donors 

USAID's support for capltal markets development wlll lmprove the functioning of the private 
securities markets develop a market for government securltles and improve management 
capability USAID expects slgnlflcant Impact on overall liquidity In the Croatlan tinancial 
markets through the work of technical advisors to eliminate constraints assoc~ated with the so- 
called big bonds ( I  e government bonds issued agalnst socially owned enterprises outstandmg 
debts) and the frozen foreign exchange assets Whde ~t 1s likely that these bonds will eventuall~ 
trade at heavlly discounted rates resolution ot these issues IS essential to unblock the system 



Judging Performance 

Table 2. at the end of this section presents the performance data for t h ~ s  Strateg~c Objective 
During FY 96 USAIDIZagreb w ~ l l  contlnue to collect baseline data and define appropriate 
targets tor each of the ~nd~cators  We are confident that outstanding data requ~red can be 
obtamed from the identifled data sources and that we w ~ l l  be able to util~ze eusting data sources 
to monitor impact under this strategic objectlve 

Development Partners 

The princ~pal development partners under this strategic objective are the IMF and the World 
Bank Both are key players for ensurmg sound macroeconomic pol~cy formulation and 
~mplementation which are critical assumptions for the SO The World Bank will also be a direct 
partner in financial sector development through its Capital Markets Development Project under 
which USAID assistance will be coordinated Other Important partners for development of 
financ~al institutions include the B r ~ t ~ s h  Know How Fund the Ministry of Justice (Commercial 
Courts), and the Central Bank of Croat~a In formulating a strategy for capital markets 
development USAID consulted closely with the World Bank and it will be represented in the 
technical oversight committee for the Capital Markets project In government securities 

marketing the p r~nc~pa l  partners are the Ministry of Finance and the Central Bank The private 
sector, represented through the brokerages and bank boards will also be a major partner in the 
financ~al sector Some European banks have already established branches In Croatia and will 
be consulted as appropriate 



Illustrative Approaches 

Oencies Regulatory A, 

Bank Rehabllitatlon 

Stock Markets 

Technical assistance and tralnlng to Central Bank 
Supervision Unlt 

Techn~cal Ass~stance and tramng to establish Croatian 
Secur~ties Cornrnisslon and tram staff 

Techn~cal Assistance and tralnlng to Bank Reha- 
bllitatlon Agency on asset valuation management of 
banks, and asset l iqu~dat~on 

Technical Asslstance to set up the clearmg house and 
central registry for the stock exchanges 

Government Securlty Market Technical Asslstance from US Treasury Dept to 
Mlnistry of Finance to develop solutlon to 'big- 
bonds" and Frozen Foreign Exchange assets and 
establ~sh functioning debt management department 

Legal Regulatory Framework Technical Assistance to develop and implement 
Bankruptcy, Collateral Securit~es Laws 

TAITrainlng to judges on new bankruptcy law and 
other new legislat~on affecting the financial sector 

Sustainability 

The results anticipated In thls strateglc objective will be achieved by 1999 Regulatory 
agencies, rehabilitated banks, stock exchange reglstry and expanded capltdl markets w ~ l l  
constitute irreversible progress and systemic change toward economic restructuring USAID can 
termmate its involvement In the sector or proceed to other interventions in the sector In future 
years without prejudicing the accomplishments under t h ~ s  strateglc plan 



TABLE 2 USAIDIZagreb SO 2 Compet~t~ve, Market-Onented F~na~xc~al  Sector (EN1 Bureau SO 1 4) 
PERFORMANCE DA1 A BASELINE, TARGETS, AND ACTUAL RESULTS 

PERFORMANCE I INDICATOR DEFINITION I 

1 Interest rdte spredd between 
deposits dnd lodns 

INDICATOR 

Sou~ce Central Bdnk 

2 Debt secul ities bought voluntarily 
on domestic market 

AND UNIT OF 
MEASUREMENT 

Source Minlstry of Flndnce 

3 Assets held in pr lvdte banks 

Soulce Centrdl Bank 

BASELINE DATA 

YEAR 

Unlt Percent I 

VALUE 

1996 

Definition Average lodn 
interest rate less 90 ddy kund 
deposlt rate 

1997 

Target I'arget 

April 
1996 

Actual 

Strategic Objective More competltlve, market-responsive flnanc~al sector 

Unrt Percent I 

1998 

1 arget 

- 

Definition Share of total year 
end government and corporate 
debt securities issued to 
voluntary buyers 

1999 

1 ar gtr 

- 

-- 

- - 

1995 

Unit Percent I 

Definltlon Share of total bank 
assets held in private bdnks 

1995 



TABLE 2 S02 ,  PhRFORMANCE DAl A BASELINE, rARGETS, AND ACTUAL RESULTS (cont~nued) 

PERFORMANCE, 

IR 2 1 Vidble, trdnspdrent t~ndnc~al rnst~tutions developed 

1 Household depos~ts in the bankmg 
system Incredse 
Sou~ce Centrdl Bank 

INDICATOR 

Definlt~on Ratio household 
depos~ts (less frozen fo~eign 
exchange depos~ts) to GDP 

INDICATOR DEFINITION 

U n ~ t  Percent 

BASELINE DATA 
AND UNIT OF 

MEASUREMENT 

2 Outstanding loans Defin~tion Ratlo bank lodns to 
GDP I Source Central Bank I 

YEAR 

Un~t  Pel cent 

VALUE 

Defln~tion Ratlo net operating 
Income to net assets 

3 Return on assets for bank 
industry 

1997 

1 drget 

1998 

I diget 

1996 

1 Source Centrdl Bank I 

1'399 

1 J I ~ L I  Target 

Un~t  Percent 

Actudl 

4 Non-performing bank dssets 

Source Central Bdnk 

Notes I n ~ t ~ d l  negdtive numbers for Items 3 dnd 4 dre result of more accurate reporting of problem loans and detdult by bdnks under re\tru~tulng 
and rehabllltdtion 

Det ln~t~on Ratlo of bank dssets 
rated C,D, or E to total bank 
dssets 
Unit Percent 



TABLE 2 SO 2, PERFORMANCE DAI'A BASELINE, TARGETS, AND ACTUAL KESULTS (continued) 

INDICATOR 
PERFORMANCE 

AND UNIT OF 
MEASUREMENT 

INDICATOR DEFINITION 

1 Bdnkruptcy law Implemented 

Source Commercial Courts 

IR 2 1 1 Legal framework improved 

- 

2 Banhruptcy cases processed 

I 1 Bank\ enrolled IJI rehabd~tat~on 

< 

I program 
Sour~e  BRA 

Source Commercldl Couits 

2 Non pertormlng assets transferred 
to BRA 

l Source BRA 

3 Assets trdnsferred to BRA 
resolved (restructured/hquldated) 

IR 2 1 2 Largest banhs rehab~litated 

Source BRA 

- 

- 

L - 

- 

- 

YEAR VALUE Target Actual I'drget I dr get 

BASELINE DA TA 

Definition Ftrst cdse tiled as 
per the law 
Unit Yes/No 

Definlt~on Ratlo of cdses 
processed to conclus~on to 
cdses filed 
Untt Percent 

1996 

Definltlon Judgement based on 
various tactors 
Unit Cumuldtlve Number 
- 

Defrn~t~on Cumulative, 
nomlndl value of assets 
transferred to BRA 
Unit B~llion Kuna 

1997 

- 

Defmt~on Rdt~o assets 
resolved to total assets 
ttansteired to BRA 
Untt Percent 

1998 1999 I 



TABLE 2 SO 2, PERFORMANCE DATA BASELINE, TARGETS, AND ACTUAL RESULTS (cont~nued) 

PERFORMANCE 
INDICATOR 

INDICATOR DEFINITION 
AND UNIT OF 

MEASUREMENT 

IR 2 1 2 (continued) 

4 Bank Rehdbilitations completed Definition Rehabilitated Banks 
Privatized 

I Unit Number 

IR 2 1 3 Bank supetvision tunction~ 

1 Off-site andlysis performed 

Source Centrdl Bdnk 

2 Bdnks exdmined regularly 
dccordlng to exdmindtion schedule 

Source Centrdl Bank 

Definition Banks meeting 
Central Bank reporting 
requirements 
Unit Percent 

Definmon Ratio banks 
exdmlned dmually dccording to 
exdminat~on plan to totdl 
number of banks 

Unit Percent 

BASELINE DATA 

- 

Noteslcomments 

YEAR 

1 

I 

VALUE 

1999 I 1996 1997 1998 

Target Actual rarget Tdrget Idiget ' 



TABLE 2 SO 2, PERFORMANCE DATA BASELINE, TARGETS, AND ACTUAL RESULTS (continued) 

PERFORMANCE I INDICATOR DEFINITION I I 

IR 2 2 Capltdl markets expanded 

INDICATOR 

Definition Compdnies wh~ch 
comply with all requirements 
of the Stock Exchange and 
apply for officldl publ~c 
registration 
of securltles 
Unit Cumuldtive number 

1 Compan~es with secut ities 
officially registered dt the Stock 
Exchmge 

AND UNIT OF 
MEASUREMENT 

Source CROSEC, Stock Exchange 

2 Government securities Issued 
domesticdlly 

Definition Volume outstanding 
at the end of the year 

BASELINE DATA 

Unit Billions ot Kuna 

Definition Rdtio domest~c to 
total government debt 
financing 

YEAR 

Source Min~stry of Finance 

3 Budget defic~t flnanced 
domestically 

VALUE 

1996 

Source Mmstry of Finance 

1997 

Tdrget Target 

Unit Percent 

Definition Volume ot 366+ 
day gov and corporate kund 
bond issued to domestic 
Investors 
Unit Billions of Kund 

Actual 

4 Medium-term kuna bonds issued 

1998 

I dl get 

Source Mlnistry of Findnce 

1999 

1'11 g ~ t  



PERFORMANCE 
INDICATOR 

INDICATOR DEFINITION 
AND UNIT OF 

MEASUREMENT 

YEAR I VALUE I Tdrget I Actudl I Tdrget ( I q ~ t  ( I d~gr l  
I 

BASELINE DATA 

- - 

TABLE 2 SO 2, PERFORMANCE DATA BASELINE, TARGETS, AND ACTUAL RESULTS (contmued) 

I PERFORMANCE I INDICATOR DEFINITION I I 

1996 1997 

INDICATOR 

J 

1998 

i I 

AND UNIT OF 
MEASUREMENT 

IR 2 L 1 k g d l  Regulatory Framework for cap~tal markets developmei 
I 

1 Secur~ties Ldw 

Sou~ce Mm of Em 

1999 

Def in~tion Law becomes 
effect~ve 
Un~t  YesINo 

2 Invtstment Funds Ldw 

Source Min of Fm 

I Source Mm of Fmncc  1 Un~t YcalNo 
1 

Detmt lon Ldw becomes 
effect~ve 
Unit YesINo 

/ 3 Pubhc Debt Lrw 

BASELINE DATA 

D e f ~ n ~ t ~ o n  Ldw is enacted 

t improved 

YEAR 

4 CROSEC Reguldtlons Issued 

Source CROSEC 

VALUE 

Defin~t~on Regulations wrltten 
and made publ~c 
Un~t  Yes/No 

1997 

Target 

1998 

Tdiget 

1996 
I 

1999 

I drget 1 Target Actual 



PERFORMANCE 
INDICATOR 

INDICATOR DEFINITION 
AND UNIT OF BASELINE 

MEASUREMENT 
DA? A 

5 CROSEC processing dpplications 
for reglstrdtion 

Source CROSEC 

VALUE Target 

Det~nition Applicdtions 
processed within 30 ddys in 
compliance w ~ t h  ldw 

Unit YesINo 

1995 

Actual Tdrget Tar get I drgt t 

Yes 

I 
I 



TABLE 2 SO 2, PERFORMANCE DATA BASELINE, TARGETS, AND ACTUAL RESULTS (continued) 

PERFORMANCE I INDICATOR DEFINITION I BASELINE DATA 1 I 

1 CROSEC established 

Source CROSEC 

INDICATOR 

Definltlon Cornrnisloners 
appointed 
Unlt Yes/No 

2 Centrdl Deposltory establ~shed 

Source CROSEC 

I 
I 

AND UNIT OF 
MEASUREMENT 

Definrt~on Registry operationdl 

Unit YesINo 

IR 2 2 2 Capital Markets' Institutlondl capacity strengthened 

L 

3 Key Cdpitnl Markets Industry 
people trdined 

YEAR 

Def initlon CROSEC 
Commissioners and Staff, 
Brokers, Central Deposltory 
officials 

VALUE 

Soulce World Ledrnlng, CROSEC, 
Stock E x ~ h d n g c :  OTC Mdrket, 
Brokerdge Associdtlon 

1996 

Unit Cumulative number of 
people 

1997 

Tdrget Target 

Yes 

Actual 

Yes 

1998 

Target 

Yes 

1 

1drgcl , 

Yes 

130 



Strategic Objectike 3 \lore effective, responsive, and accountable local government 

This strategic objective is the same as the EN1 objective 2 3 

Problem Anah sis 

Three major issues are at the core of USAIDJZagreb s local governance program 
(1) decentralization ( 2 )  economic transition and (3) reintegration of ethnic populations in the 
aftermath of war 

Among the more troubling secondary effects of the war in Croatia were the concentration ot 
power and the centralization of decision-making in the executive branch of the national 
government During the war, the drift toward centralization and a concomitant intolerance of 
dissent were rationalized by the ruling party on the basis of national security concerns and the 
need to present a unified front in support of the struggle for independence While manv 
Croatians were willing in wartime to accept these conditions as necessary sacrifices for the good 
of the nation, the end of the war created expectations of a more open and participative society 
and general improvement of the quality of life These expectations remain in large part 
unfulfilled and the transition to an open democratic society remains incomplete USAID's view 
is that work with local governments offers an important opportunity both to regain momentum 
for democratic transition in Croatia and to provide tangible improvements in the quality of lives 
of ordinary citizens 

Selection of this SO is based on analysis of the constitutional framework under which local 
governments operate and assessment of political events and circumstances on the ground The 
constitution prov~des for a national or federal government below which lies a layer of local 
government which in 1996 comprised 21 county and 70 city governments While the counties 
tunction as extensions of the national government city governments retain a relatively large 
measure of independence and autonomy inherited from the structure of government of former 
Yugoslavia On the ground, while the national government is dominated by a single party 
local governments are more pluralistic and subject to change In 1996, 27 of the 70 cities had 
opposition mayors while another 12 cities were run by an opposition-dominated city councils 
with an HDZ mayor At the county level 4 of 21 county executive seats went to opposition 
candidates Demand for decentralization and support for multi-party politics is symbolized in 
the extended duel (and strong public reaction) over the right to appoint the mayor of Zagreb 
Throughout 1996 the seven-party opposition coalition which controls the Zagreb city council 
tought the national government to a stalemate on this issue New municipal and county elections 
are scheduled nationwide for April 1997 and should lead to a resolution of the dispute over 
Zagreb Nationally it is anticipated that the trend towards increased pluralism at the local 
government level will continue 

Initlal USAID-sponsored analyses of city governments have indicated that city governments are 
receptive to new ideas and willing to make changes in favor of more participatory democracy 
that are not vet possible at the national level At the same time while the system of governance 



in Croatla provldes ample latitude for cities to act In thelr o m  Interests few cities have taken 
full advantage of their autonomy primarily due to lack of an understanding of how to de~e lop  
and Implement more active and responsive system ot municipal government and management 
Tralning and technical assstance combined with development ot an effective mechan~sm tor 
regular information and sharlng of "best practices ' amon2 cities wlll help build that capaclty 
while at the same time developmg a cadre of democratic all^ orlented politlclans and future 
national leaders 

As is the case In other parts of the world Croatian clties have an important role to play in 
fostermg growth of the natlonal economy and improving the lives of ordinary cltizens Although 
clties in the former Yugoslavia were advanced compared to their counterparts in the rest of 
Central and Eastern Europe the war for independence caused Croatian cities to lose several 
years' ground As a result, infrastructure maintenance and construction have been delayed or 
foregone and the qual~ty of municipal services has suffered While innovative in some sectors 
few clties are managmg their resources as effectively as required In a market economy Longer 
term capltal markets have not been developed to support capital investments Clties are not using 
baslc techniques that promote efficiency such as budget systems that separate costs by program 
capital Investment plannlng cost recovery private sector partlclpation in the delivery of 
services or restructuring of munmpal enterprises Major improvements are needed to enable 
clties to provide an adequate base for attracting and supporting private investment and to foster 
long term expansion of the economy At the same time clty governments do not routinely 
consult the public while considering policy options and are therefore less responsive to thelr 
constituents' real needs In many clties, the privatization of socially owned housmg has not been 
accompanied by the institution of condominium associations to deal wlth the problems which 
arose aiter the buildings were turned over to the tenants 

In Eastern Slavonia clty governments will play a major role in the process of peaceful 
reintegration of affected populations Sector East is currently under the control of a U N 
trans~tional administration Beyond the per~od of the transition (scheduled to end In July 1997) 
it is anticipated that one or more cities in Eastern Slavon~a (probably Vukovar) will "graduate" 
to the regular USAID municipal management program and be plugged Into the network of 
participating citles 



T~meframe 4 years 
Partners C ~ t ~ e s  c~ty 
assoaabons 

F~gure 4 SO 3 (EN1 2 3) 
Local Governace 

IR 3 2 C ~ t ~ e s  make open 
transparent management 
dec~s~ons 

IR 3 3 Ches fac~l~tate 
pr~vate housmg 
soluttons 

T~meframe 3 years 
Partners C~tles 

T~meframe 4 years 
Partners c~t~es, condo 
assoc~at~ons NGOs 



Results Framework harrative 
Strateg~c Results 

The local governance Strategic Objective is a 
new initiative tor USAIDIZagreb as IS the 
municipal management project developed to 
address l t  In 1996 a number of m-country 
assessments were undertaken for USAID to 
develop the ctructure of the results 
tramework 

The schernat~c oi USAIDJZagreb's proposed 
local governance program IS presented in 
Flgure 4 The development hypothesis 
depicted is that stronger, more accountable 
and effective local governments ( I  e , local 
governments able to support alternative 
political bases foster economic growth and 

1 C ~ t ~ e s  ma~nta~n legal and financ~al 
autonomy, help~ng them offset the 
dominance of central government 

2 C ~ t ~ e s  make open transparent 
management dec~s~ons, maklng them 
more responswe and accountable to thew 
cltuens and facllltating the relntegrat~on 
of eastern Slavonla 

promote multi-ethnic polit~cal democracy) will result from the combination of three mtermediate 
results as discussed below 

(1) Cities maintam legal and financial autonomy 

To achieve this result USAIDJZagreb wdl assist cities in cooperation with the Association of 
C~tles to frame and carry forward a legislative and policy dialogue Croatian citles have not 
done well at representmg thelr point of view to the natlonal legislature or to the national policv 
boards such as the one that fixes certain utility rates For example cities were not consulted 
and did not actively comment on the drafting of the 1996 Co-ownership Law which affects the 
privatization and management of housmg, a major city responsibility A second less formal city 
association meets irregularly to discuss management issues USAID wlll assist thls group to 
share best management practices for budgeting and service provision An important lntermedlate 
result of working with the cities and the two associations will be to maintam central revenue 
sharing from national government to the cities at or above the baselme level of 1996 

(2) Cities make open, transparent management declslons 

To achieve this result, USAIDIZagreb will help develop citizen participation In clty decisions 
beginning with the separation of the city operating budget from its capital improvement program 
Participation will be increased over the course of 1997 through technical discussions leading 
to inclusion of interested citizens and citizens' groups at public hearings City councils, the 
mayor s staff and reporters will be invited to attend As the operatlve step of the dialogue, 
targeted towards city budget formulation In autumn 1997 citizens groups and academ~cs will 
have the opportunity to present alternative proposals to segments of a city's budget for cdpltal 
Investment in water and sewer cost recovery for municipal servlces and improved housing 
conditions 



USAID municipal management program mi11 also assist cities to Implement lmproved collection 
of utilitv tees kith an eve to financing improvements In the utility deliverv svstem CEE 
regional experience has shown that city governments generally are willing to applv budget 
reforms as a means to obtain a major mfrastructure maintenance or construction project 
Croatian citv utility companies are endowed with many of the aspects of a private firm with the 
additional benetit of receiving assistance from the city for capital construction and sometimes 
for operating expenses These firms city-owned as opposed to the socially-owned firms held 
by the natlonal government are in some cases quite profitable but neither profit nor controlling 
interest lies with the city government An inventory ot the activities assets and cash flows of 
public utillty companies which receive city funds will be carried out in the five cooperating 
cities 

Additionally USAID will assist cities to develop implement and later replicate regional 
solutions to municipal management issues Prior to the war it was agreed that a new landfill 
was necessary for the Slavonia region, but the agreement was never implemented The 
selection of a site its subsequent development and coordinated management of city refuse 
services will serve as a focal point for the cities of Osijek Djakovo and V~nkovci to manage 
as a joint activity We anticipate that by late 1997 these citles wlll implement a reg~onal solid 
waste management program The plan will include Vukovar and Bell Manastir as the 
reintegration makes them ava~lable 

Croatian law provides for a role of city governments in the promotion of local economic 
developme~t Once cooperation has been achieved among the Slavonian cities we will assist 
them to develop a regional approach to economic development to revitalize the Slavonian 
economy The peaceful remtegratlon and economic development of Baranja and Srijem counties 
and their economic sphere depends on the cooperation of these cities in establishing a regional 
economic development strategy which will not only create new jobs but also sustain higher 
paying jobs and income for the growing population Collaboration among reconstruction 
authorities will also be important as major rebuilding takes place in 1997 and 1998 As our 
initiatives prove themselves in Eastern Slavonia they will be replicated in Western Slavonia 

Beginning in mid-1997 the cities will simplify municipal laws and regulations to enhance the 
conditions tor doing business USAID will promote the use of public participation techn~ques 
to help maintain an open and responsive city policy towards small and medium enterprise as well 
as to discuss incentives which the cities might use to attract light industry The capacity of city 
utilities to support economlc growth will be important the cities might finance industrial site 
preparation or the construction of shell buildings The cities will seek the necessary authorities 
such as evpliclt city autonomy, to carry out joint activities and will coordinate central 
government support through their respective county offlces Major investment in infrastructure 
will initially require access to the national budget until cities are able to raise their own long 
term tunds As the regional plan evolves USAID will assist the cities to plan approaches to 
multilateral banks for infrastructure projects and to target industries for future investment 



(3) Cities faditate private housmg solutions 

In the larger clties soclally owned multifamily housing was partially prwatized converting 
tenants into owners of the living spaces which thev occupied City governments manage the 
common areas mamtenance if performed is effectwely a subsidy to the dwellers of the 
bulldings The general declme In mamtenance at multifam~ly units leads to degradation of satety 
conditions and property value As a real estate market emerges and new construction beglns In 
earnest, we expect to see flight by wealthier tenants to better housing accelerating the descent 
of existmg multifam~ly housmg into slum conditions City governments are aware of this 
situation but have not been able to fashion effectwe solutions USAID will work for the creatlon 
of condomin~um associations to manage mult~family dwellings subject to the Co-Ownership Law 
One private sector response to improved condominium management IS expected to include 
emergence of maintenance companies and service vendors as cities divest thelr hous~ng 
maintenance departments 

Croatia's housing stock was severely damaged in the 1991 war The Croatian government has 
pledged resources to rebuild public utilities, but cannot financ~ally support the rebuilding of the 
thousands of war-damaged houses Questions of equitable distribution of housing assistance have 
ansen USAIDIZagreb wdl assist clties to provide economicaily and fiscally sound incentives 

to new construction using the sale of city-owned land and access to other assets 

Judging Performance 

Table 4 at the end of this section provides the performance data for monltorlng progress and 
change Monitoring at the SO level will be done through an expert opinion poll Monitoring 
at the Intermediate Result (IR) will be done primarily through lrnplementor reports on activities 

in each participating city Implementors' reports and assessment of impact will be rev~ewed and 
confirmed through site vis~ts by the technical management team of USAID (assisted by 
RHUDOIWarsaw) The indicators and targets for this SO have been reviewed with the 
contractor staff which arrived in October 1996 Baseline data will be developed in preparation 
for the FY 1998 Results Review and Resources Request (R4) reporting cycle 

Development Partners 

USAID s development partners under this SO are the cooperating local governments the 
Ministry ot Fmance the Ministry of Planning and Construction, Croatian consultants and 
research institutes recruited to help implement the program public interest NGOs financ~al 
institutions tinancing housing and municipal infrastructure including commercial banks the 
Croatia Bank for Reconstruct~on World Bank, EBRD, and the capital market support 
associations for cities and NGOs that may be identified In Eastern Slavonla other donors plus 
the UN are obviously also key partners 



Illustrative approaches 

Technical assistance to city associations to develop an annual lobbying plan and share best 
management practices for budgeting and service provision 

Technical assistance and training to develop transparent analytic and actively participatorv 
budget processes leading to the separation of operating and investment budgets and the ways they 
are financed 

Technical assistance to city councils and service departments to carry out annual performance 
reviews of service delivery against cost and citizen satistaction criteria 

Technical assistance and tramng to implement transparent budgets and service plans of their 
municipal service companies 

Technical assistance and training to create a city-owned solid waste disposal authority In 
Slavonia Replication as appropriate 

Technical assistance and training to create a city-owned economic development plan for 
Slavonia 

Technical assistance and training to condominium associations to manage the buildmgs where 
they live and to use competitive practices for procurement of property management and 
maintenance 

Technical assistance and training to asslst cities to design incentives to new housing construction 

Sustainability 

During the program period, local government models in six cities will be developed proven 
and put In use By the end of the program, the networking aspects of this objective will have 
established a structure for disseminating best practices and sharing experiences to ensure that 
the positive aspects of the new local governance model can be transferred to the other 65 cities 
in Croatia without continued USAID guidance Pluralism has already been well established at 
the local level The reintegration of cities in Slavorua are short term results which will have 
their full impact before the end of the planning period Establishing a working level coalition 
between the current power structure and the future Croatian power structure to define 
development priorities and attract donor fmancing will be completed within the time frame of 
this strategic plan 



TABLE 3 USAID/Zagreb SO 3, Improved Democratic Local Governance (EN1 BUREAU SO 2 3) 
PERFORMANCE DATA BASELINE, TARGETS, AND ACTUAL RESULTS 

Strateg~c Objective 3 Improved Democratic Local Governance 

PERFORMANCE 
INDICATOR 

1 Cmzens perceive city 
government to be effectwe and 
responsive 
Source Urbdn Institute survey 

2 Cltizens perceive city service 
delivery to be efficient 
Source Urbdn Institute survey 

1NDICATOR DEFINITION 
AND UNIT OF 

MEASUREMENT 

3 Clty governments are successful 
advocdtes ot legislative dnd pollcy 
reform 

S o u u  Review ot leg~sldtlve 
dgendd 

Def mition Expert opinion 
poll 
Unit % increase in positive 
perception 

BASELINE 
DATA 

Definition Expert opinion 
poll 
Unit % increase In positive 
perception 

YEAR 

Definition laws endcted, 
revenue shdring dldlogue, 
GOC commitment to city 
dutonomy 
Unit each dction 

VALUE 

1996 

TBD 
May 
1997 

1997 

Target Tdrget 

TBD 
M ~ Y  
1997 

Actual 

none 

1998 

Target 

ckdr 
city 
duto- 
nomy 

I999 / 
1 dr get 

I 

bdse + 5 

bdse + 5 

stdble 
revenue 
shdrlng 
city 
t indnce 
ldw 



TABLE 3 SO 3 PEKFORMANCE DATA BASELINE, TARGETS, AND ACTUAL RESULTS (continued) 

INDICATOR DEFINITION 
AND UNIT OF 

MEASUREMENT 

1 3 1 Cities maintain legal and financial autonomy 

1 City dssociations carry forward 
a legisldtive and policy dldlogue 
Source Implementor analysis 

2 City associations share best 
management pract~ces tor budgeting 
and servlce provision 
Source Implementor analysis 

3 Revenue sharing from central 
government controlled sources to 
the cities wi 1 not deciease 

Source National budget, 2 city 
budgets 

Definition city associdtions 
mamtain a dialogue wlth the 
central executive and 
legisldtive branches Unit 
dmual lobbying plan 

Definition semiannual 
meetings to p~esent prdctlces 

Unlt number of meetings 
- - - - 

Definition amount of 
centrally collected funds 
distributed to 2 bellwether 
cities 
Unlt index of inflation- 
adjusted locdl currency units 

BASELINE 
DATA 

YEAR VALUE I 
none plan 

implem 
ented 

pldn 
implem 
ented 

1996 

pldn , 
implern~ I 

nted 
I 

I 

1997 

Tdrget ? arget Actual 

1998 

Tdrget 

1'399 
I 
I 

1 dr get , 



TABLE, 3 SO 3 PERFORMANCE DATA BASELINE, TARGETS, AND ACTUAL RESULTS (contmued) 

1 3 2 C~tles make open, transparent management decwons 

PERFORMANCE 
INDICATOR 

1 C~ty  governments use 
transparent, dnalytic, and act~vely 
partlclpdtory budget processes 
Source Implementor analys~s 

2 City service depdrtments 
evdludte servlce dellvery dgalnst 
cost and customer sat~stact~on 
criteria 
Source Implenxntor dnalysis 

INDICATOR DEFINITION 
AND UNIT OF 

MEASUREMENT 

3 Cit~es have ~nfo~mation 
necessary to tdke ettect~ve cont~ ol 
over mun~cipal servlce compdnies 
Source Implementor dndlysis 

Defin~tlon Separate operating 
and ~nvestment budgets, with 
public hear~ngs 
Unit Number ot cities 

Defin~tion annual 
performance revlew 
Unit Number of citles 

DASELINE DATA 

Detlnlt~on trdnsparent util~ty 
compmy budgets dnd service 
plms 
Un~t number of cities 

, 

[ 

YEAR VALUE 

1997 

Tdrget 

1098 

Tdrget 

1996 

l'IgC i 
1 dr get Target Actual 



rABLE 3 SO 3 PERFORMANCE DA1 A BASELINE, TARGETS, AND ACTUAL KESULTS (cont~nued) 

I I I I 
PERFORMANCE 

INDICATOR 
INDICATOR DEFINITION 

AND UNIT OF 
MEASUREMENT 

I IR 3 2 Cltles make open, transparent management declsmns (cont~nued) 

BASELINE 

YEAR 

4 Model developed, implemented, 
dnd replicated for regiondl solution 
to municipal mdnagement issues 

5 Cities develop dnd implement a 
regional economic development 
plan for Sldvonia 

VALUE 

Source Implementoi analysis 

Target 

Unit Creation of sohd waste 
disposal authority, 
implementation, repl~cation 

Defin~tion City-owned 
authority spanning multiple 
city jurisdictions 

Actudl 

1996 Sldvon 
auth ty 
created 

- 

Tdrget 

Definition Regional economic 
development authority for five 
cities in Slavonia 
Unit Agreement on the plan, 
execution of plan 

Authorit 
Y 
created 

1996 

T ~ I  get 

1 Ldnd 
f i l l  
opens in 
Sldv 2 
Ont  
replicd- 
tion 

Intrd- 
s t r u ~ t  , 
incentiv 
es 
dttrdCt 
SMEs 

T u o  I 

I tplicdl~ 
011s 

SML 
support 
through 
city 
scrvicc5 



TABLE 3 5 0  3 PERFORMANCE DATA BASELINE, TARGETS, AND ACTUAL RESULTS (continued) 

1 Condominium association Definition legally chartered 
manage multifamily co-ownership assoclatlons 
housing Unit number of associations 

number of cities 
Source Implementor analysis 

PERFORMANCE 
lNDICATOR 

2 Registered pi ivdte companies Definition private companies 
compete for mdintenance work licensed to do maintenance 

work in multifamily housing 
Source Implementor dndlysis Unit Companies respondmg 

to association tenders 

3 Citles provide incentives to new Detinition Pdckages of city 
constructton controlled financial or f-iscal 

incentlves for developers 
Souice Implementor analysis Unit Packages which result in 

new housing starts 

INDICATOR DEFINITION 
AND UNIT OF 

MEASUREMENT 

BASELINE 
DATA 

YEAR 

1996 

VALUE Target 

1999 

1 d ~ g e t  

1997 

Tdrget Actual 

1998 

Tdrget 



Strategic Objectite 4 Increased, better mformed c~tizens' participation In polit~cal process 

This Strategic Objective corresponds to EN1 Bureau SO 2 1 

Problem Analvs~s 

The primary problem in Croatia around which issues of democracy revolve 1s the concentration 
of power in the executive branch of the national government Despite many of the ostensible 
trappings of a modem democracy (e g constitutional guarantees of freedom of speech freedom 
of press, multi-party) the Croatian political structure must yet make the transition to one which 
relies on broad-based, open public debate and participation for the resolution of issues Political 
life remains colored by the nationalist sentiments which were famed during Independence and 
the 1991-1995 war The Croatian Democratic Union (HDZ) has been the best organized and 
financed political party since independence in 1991 and until the October 1995 elections was 
virtually unchecked In its dominance of Croatian political llfe 

Notwithstanding HDZ's dominance, pluralism has increased since 1991 Croatla is moving away 
from its wartime footing removing any practical just~fication for undue concentration of power 
in the executive Croatians now feel that thev can afford to criticize this concentration Croatian 
society supports an active multiparty democracy and has increased its support for opposition 
parties Although opposition parties have not yet attained enough strength to exert a moderating 
influence on legislation, they are able to prevent Constitutional changes by the HDZ The 
inability of opposition parties to organize enduring coalitions and to offer meaningful platforms 
remain as continuing constraints to their viability as an alternative for national leadership The 
1995 parliamentary elections were a provmg ground for the smaller parties providing valuable 
lessons in preparation for the 1996 city and county elections the 1997 presidential elections and 
the 1998 parliamentary elections 

Opposing opinion is openly expressed but has little platform from which to be heard There 
are insufficient independent media outlets to counter television and other state controlled media 
effectively The easy flow of information typical of mature democracies does not yet exist in 
Croatia We expect press freedom to remain precarious through 1998, when a new parliament 
will be seated Untll then, Croatian NGOs and newspapers must assume a defensive posture 
preserving the space available to them and pushing the envelope where possible 

Croatian NGOs work at the national and grassroots levels to provide solutions to public 
problems legal assistance responsible critical analysis, and to promote special interests 
Especially active groups include women's human rights and peace groups and veterans and 
displaced persons orgamzations However the NGO sector remains in a financially precarious 

position and cannot maintain sufficient permanent staff to carry programs forward without grants 
from external donors The majority of Croatian NGOs are local in character and scope The 
NGO community numbers 25 000 entities nationwide of which fewer than 100 have annual 
budgets of $50 000 or more The legal climate for NGOs includes unfavorable tax and 
registration requirements and NGOs are not seen by the GOC or by society in general as 



IR 3 2 2 C~tizens 
organize to 
represent and meet 
community 
interests 

F~gure 5 SO 4 (EN1 2 1) 
C~t~zens' Partlc~pat~on 

SO 4 
lncreased better Informed c~trzens partic~pation 

in polrtrcal process 

Trmeframe 4 yrs 

IR 4 1 More effective 
advocacy by NGOs, 
trade unlons 

T~mefrarne 4 yrs 
Partners Soros Fndtn 
USlS Local Gov'ts 

IR 4 1 1 lmproved 
advocacy skills by NGOs 
and trade unlons 

Trmeframe 3 yrs 
Partners Soros Fndtn 
USlS 

IR 4 2 lncreased 
responsiveness among 
pol~trcal part~es to 
constituents NGOs (rn 5 
cities) 

Timeframe 4yrs 
Partners Polrtical parties 

cornrnunrcat~on and 
outreach skills of polltical 
pa rties 

~~mef ra rne  3 years 
Partners Polltical parties 

politrcal support for 
independent media 

IR 4 3 lncreased balance 
In media reporting 

Timeframe 4 yrs 
Partners Soros Fndtn 
Journalrsts Assoc NGOs 

L 

Partners Soros Fndtn 

- 

Journalists Assoc 
Political parties NGOs 

IR 4 3 2 lncreased 
professional~sm 

Timeframe 4 yrs 
Partners USlS Soros 
Fnd Journalists Assoc 1 

I 

Critical assumption The government will eventually create a 
legal environment to support electoral and med~a reform 

IR 4 3 2 1 Inservice 
tralning capacity 
esta blished 

Timeframe 3 yrs 
Partners Journalists 
Assoc Soros Fndtn 
USlS 



meaningful contrtbutors to public dialogue or as implementors ot public programs 

Results Framework Narrative 
Strategic Result 

T h e  s c h e m a t i c  r e p r e s e n a t i o n  o f  
USAIDiZagreb s program tor increasing A wide variety Of pressures Operate for 
citizens participation is depicted in the figure democratic governance, g 9 po1ltlcai 

5 The development hypotheis is that parties, UGos9 un10ns9 media 
mcreased advocacy by NGOs improved 
responsiveness to constituents and NGOs by 
political parties and a more equitable balance 
in the media will result in increased and better informed participation by Croatian cituens in the 
political process We will help open the political process by assisting political parties in key 
cities to ident~fy and respond to constituent concerns and promote their party profile based on 
issues and positions Additionally assistance will provided to help independent Croatian groups 
monitor parties platforms and positions In support of more equitable balance in media 
reporting, USAID will assist local advocates of independent med~a to buttress their defense of 
freedom of the press and enhance the professionalism of journalists If other donors do not get 
involved (and after a limited time period if additional support is required) we will seek to 
increase the lobbying and advocacy sk~lls of NGOs and trade unions with a focus on democracy 
and media reform issues 

That Croatians hold themselves to European standards of government and civil society and aspire 
to full inclusion in the process of European mtegration opens the way for significant expansion 
of the political process both through external and internal pressures Wlth the end of the war 
the political process has already begun the transformation from a purely nationalistic basis to a 
fuller discussion of substantive issues affecting the future of society in an Independent Croat~a 
In the face of growing domestic pressure to see tangible benefits of the sacrifice demanded from 
them during the war, political parties have only recently begun to differentiate what their parties 
stand for and have not yet come to grips with the need for constituency building Nor have 
polit~cal parties come out strongly in support of an independent medla or other democratic 
reforms Establishing a more pluralistic competitive polit~cal process will require a combination 
of Increased internal demands and external pressure T1,e Results Framework rests on the 
assumption of continued peace and a continued commitment by the European Umon to ~ t s  own 
policy dialogue on Croatia s entry into the Council of Europe USG policy dialogue on these 
issues will also play a major role 

Participation USAID will provide technical assistance to improve the transparency of the 
governing process in citles participating in the local government program (SO 3) and will help 
political parties in these cities to increase their outreach and understanding of citizens' concerns 
Through polltical parties NGOs and the media we will work to promote public understandmg 
of the need for democratic reforms and to develop platforms of policy alternatives to offer to 
the electorate We will also promote the political presence and abilities of labor unions and 
NGOs 



Media LSAIDIZagreb will support monltoring and dissemination of mtormation about the 
btatus ot broadcast and print medla We w ~ l l  support Croatidn etforts to reach compl~ancr u ~ t h  
Counc~l ot Europe standards tor med~a independence CTnt~l the parliament reforms med~a  lau 
the only recourse In the face ot centrahzed media control is an outspoken non-partisan 
monltoring etfort supplemented bv the provision (through the small independent press) of 
mformation which IS omitted by state controlled media outlets USAIDIZagreb wlll work w ~ t h  
the European U n ~ o n  and Council of Europe to coordinate the dialogue on media mdependence 
Using Croat~an NGOs we will asslst In collectmg and ~ e r ~ f y ~ n g  inforrnatlon on the conduct ot 
GOC regulatory agencles the award of broadcast frequencies the legal/commercial environment 
and use of government authority to influence the legal and commercial envu-onrnent among 
other areas The inforrnat~on w ~ l l  be published in Croatia and abroad for use by Croatians and 
international agencies 

We will also work with the media to increase their professionallsrn through the appl~cat~on ot 
a standard code of e th~cs and improved investigative reporting Journalists must achieve a high 
degree of professionallsrn to combat successfully the allegat~ons of slander In their struggle tor 
mdependence from the state 

Judging Performance 

Table 4 at the end of this sectlon presents the performance data for achieving Increased citlzens 
participation USAIDIZagreb with strong support from EN1 Techncial Offices (ENIIDG) is in 
the process of developmg and implementmg two surveys, one w ~ t h  the University of Zagreb 
Political Science Department and the other wlth a local NGO Media Watch, to monltor and 
report on progress In thls area These surveys wlll be carrled out annually beginning in 1996 
Information developed through the surveys wlll be supplemented wlth inforrnatlon provlded by 
project implementors lncludlng the National Democratic Institute (NDI) the Free Trade Union 
Inst~tute and IREX It should be noted that democracy initiatives rely on the measurement ot 
perceptions and how they change over tlme Such measurement is always open to mterpretation 
regardless of the care with whlch any survey IS constructed or the sample drawn We believe 
inexpensive opinlon polls of knowledgeable people in Croat~a is a key mechanlsrn for monltormg 
achievements under t h ~ s  strategic objective Defin~te annual targets cannot be defined until 
baselmes are established for some of the indicators Durmg FY 1996, we will submit a baselme 
and define the targets to be achieved after the two in~tial surveys have been conducted 

Development Partners 

The most critical development partners for thls strdtegic objective are the nascent Croatian public 
interest NGOs and labor unions that are beginning to sample involvement In the polit~cal 
process We believe that these groups will continue to grow and will assume a larger role 
helping to moderate the political process The main external policy dialogue In democracy is 
carr~ed forward by the European Comrniss~on and the United States using the leverage of 
membership in the Council of Europe partnership wlth the European Unlon and restoration ot 
PHARE assistance The Nordics have been actlve in human r~ghts promotion while the 



Germans have provlded assistance to labor unions and political partles The principal \GO 
donor has been the Soros Foundation through the Open Society Institute It has a $6 milllon 
annual program of operating support to independent magazines and newspapers publication of 
nonpartisan textbooks Increased professional~sm in news reportlng a center for legal assistance 

and a $1 million NGO development program The Britlsh Westmlnster Foundation also makes 
operating grants to Croatian NGOs 

Illustrat~ve activities 

Advocacy, outreach, 
political parties, 

Training for polltical parties in constituent outreach techniques 
andconstituency building methods for encouraging involvement 

Financing analysis by publlc interest groups to track polltlcal 
parties' records on key Issues 

Advocacy tralning for trade unions and NGOs to allow them to 
become a cohesive force for change 

Baseline and annual surveys to assess and publlsh objective 
analysls of the amount of balanced reporting by top media 
outlets 

Training of journalists and editors to Increase thelr objective 
reportlng skills, observation tours outside of Croatia to expose 
the media leadership to other approaches to reporting 

Monitoring the status of the independent medla to inform pollcy 
dialogue, technical assistance for analysls of legislation 
affecting the media 

Assistance to the Government to meet the requirements for an 
open media for membership in the Council of Europe 

Sustainability 

USAIDIZagreb will achieve its planned results but cannot ensure significant or sustained 
democratic reforms Only Croatians can do that We can asslst them to advocate for an open 
pol~tlcal system through the development of active publlc Interest groups and by keeping pressure 
on the GOC for more open broadcast and print media The professional journalists Involved In 
the USAID program will retaln their individual skills and maintain the potential for balanced 
objective reporting Lastlng change in Croatian polltical llfe will come when pluralism increases 
to the pomt that enough political pressure exists so that no one political party can exercise 
control over the electronic media or of the openness of the political process 



TABLE 4 USAIDIZagreb SO 4 Increased C~tizens' Part~c~pat~on (EN1 Bureau SO 2 1) 
PERFORMANCE DATA BASELINE, TARGETS, AND ACTUAL RESULTS 

I PEKFORMANCk I INDICATOR DEFINITION I I 
INDICATOR 

1 The extent of chdnge (of Def~nit~on Qudhtdtlve analysis 1996 0 
ddvocdcy behdv~or) in pdrtlc~patlon 

Un~t -21-1/0/+1/+2 (0 = No 

Strategic Objectwe Incredsed, better Informed citizens' pdrtlclpatlon in polltlcal process 

Source Univers~ty of Zdgreb chdnge) + dndlysls 
PoliSci Fdculty Survey 

; 

AND UNIT OF 
MEASUREMENT 

Notes 

0 

IR 4 1 Mole effect~ve ddvo~dcy by NGOs, trdde unlons 

1996 1 Extent of cltizen particlpatlon in 
c~vil society for political influence 
with a focus on 5 target citles 

Source Un~vers~ty of Zagreb, 
PollScl Faculty Survey 

BASELINE DATA 

Defmtion Expert oplnlon poll 
of 50 interviews of 
representat~ves of political 
part~es, trade unlons, NGOs, 
local governments, relig~ous 
leaders, journalists, U N , etc 
Unit -21-1/0/+1/+2 (0 = 
no change) + dnalys~s 

YEAR VALUE 

1997 1998 

? drget Target Actual 

1999 

Target 

1 

2000 

1 drgtt 



TABLE 4 SO 4, PERFORMANCE DATA BASELINE, TARGETS, AND ACTUAL RESULTS (contmued) 

PERFORMANCE 

2 Extent of advocacy for each of 6 
key issues 

INDICATOR 

Source University of Zagreb 
PoliSci Faculty Survey 

INDICATOR DEFINITION 

IR 4 1 1 Improved ddvocacy skills k 

1 NGO development and advocacy 
skills 

1 

1 
AND UNIT OF 

MEASUREMENT 

Source Univers~ty of Zagreb 
PoliScl Faculty Survey, USAID 
Grantees, USAID NGO questionaire 

- -- - -- 

Definition Qualitative analysis 
(as a subset of above poll) of 
advocacy behavior change on 
these issues independent 
media, reintegration, 
privatization, local democracy, 
women's r~ghts and human 
r~ghts 1 point per Issue if 
advocacy increased Unit -21- 
1/0/+1/+2 (0 = no change) 
+ analysis 

NGOs and trade unions 
-- - - 

Definition Qualitative analysis 
on ENIIDG scale of A,B,C to 
reflect increasing 

sophlst~cation 

BASELINE DATA 

Unit Grade 

1997 

YEAR VALUE 

1998 i 1999 2000 

Target Target Actual Tdt get T ~ I  gtt 



TABLE 4 SO 4, PERFORMANCE DATA BASELINE, TARGETS, AND ACTUAL RESULTS (contmued) 

PERFORMANCE 

1 Extent to whrch partres reach out 
to constituents and NGOs 

INDICATOR DEFINITION 
INDICATOR 

Source NDI 

Deflnrtron Number and kmd 
of pdrty actlvlttes directed at 
constrtuents Examples rnclude 
membershrp development 
campargn, publrc meetrngs, 
platform development 
procedures, candrddte 
recrultment aCtlVltleS 
U n ~ t  three levels low, dverage 
and h ~ g h  + analys~s 

AND UNIT OF 
MEASUREMENT 

IR 4 2 1 Improved communlcatlon dnd outreach skdls 

1 Extent to wh~ch pol~t~cdl partles 
Increase dnd ~ntens~fy thelr outreach 
and communl~dtton actlvrtres dnd 
hdb~ts ~ o l ~ c ~ t i n g  constituent md 
NGO Input 

Source NDI 

BASELINE DATA 

Defrnrt~on Number of partles 
meetlng hrgh average and low 
standards Standards detmed 
by NDI and bdsed on var~ety 
ot techniques, depth of 
commitment, and frequency of 
use tor each mdjor party 

1997 

Target 1 Actual YEAR 

U n ~ t  3 levels partles meetlng 

VALUE 

low, dverdge, h ~ g h  stdnddrds 

1998 

1 algrt 

NGOs (in 5 crt~es) 

Low 

1999 

1 rrget 

Low 

2000 

1 agct 

- 

Low/ 
Average 

Avet dge 

Aver nge 
1N1gh 



TABLE 4 SO 4,  PERFORMANCE DATA BASELINE, TARGETS, AND ACTUAL RESULTS (cont~nued) 

PERFORMANCE INDICATOR DEFINITION 

1 Frequency of presentdtion of 2 or 
more perspectlves on Issues in the 
media 

INDICATOR AND UNIT OF E 4SELINE DATA 
MEASUREMENT 1997 

YEAR VALUE Target Actual 

Source CIVIC Inltlatlve tor Freedom 
of Speech Zgb (NGO) and IREX 
(focus group) 

Definition Assessment of all 
coverage of selected issues by 
5 media outlets over 7 days 4 
times per year 
Unit 3 levels media meetlng 
low, average, hlgh standaids 

1998 

Target 

- -  - 

2 Freedom House rating 

Source Freedom House 

1999 

Tdrget 

Definition Freedom House 
definlntlons 
Unit Not free (NF) 61-100, 
Partly free (PF) 3 1-60, Free 

2000 

T ~ I  get 

(F) 0-30 

1 Extent of change 

Source Unlverslty of Zdgreb 
PollScl Faculty, NDI 

IR 4 3 1 Increased political support for Independent medla 

- 

Definltron Monitoring of 
statements, publlcatlons, 
actions of political partles in 
support of independent media 
Unlt -21-1/0/+1/+2 (0 = no 
change) + analysis 

Averdge Average 
/High 



TABLE 4 SO 4, PERFORMANCE DATA BASELINh, TARGETS, AND ACTUAL RESULTS (cont~nued) 

I PERFORMANCE I INDICATOR DEFINITION I I 
INDICATOR 

I IR 4 3 2 Increased media protessiondlism 

IR 4 3 1 Increased pol~t~cal support tor mdependent med~a (cont~nued) 

1 Use of profess~ondl stdndards for 
peer revlews by Jour nalist 
Associdtlon 
Source Croatian Journalists 
Assocldtlon and IREX 

AND UNIT OF 
MEASUREMENT 

2 Evdence ol ~nvestlgdtive 
reportlng In the medid 

0 2 Level of publ~c awdreness of the 
need tor an mdependent med~a 
Source Un~vers~ty of Zagreb 
Pol~Sc~e Fdculty 

Source CIVIL Init~dt~vt: tor Freedom 
ot Speech (Med~d Wdtch Report) 
and IREX 

Defin~t~on Code ot 
profess~onal standards used to 
address complamts as they 
arlse 
Unit 3 levels low use of 
code averdge and h~gh  + 
analysis 

Detin~tion Amount of mdter~dl 
bdsed on lnvestlgdtive ~esearch 
In sdmples of 5 issues per 
reportlng perwd of 5 sele~t  
oulets Standards defmed by 
Med~a Watch 
Un~t  5 med~a outlets meetmg 
low medium and hgh 
stdndards tor amount of 
lnvestlgdtlve reportlng 

BASELINE DATA 

Defmt~on P r~or~ ty  of the lssue 
in the rank order of c~t~zens '  
concerns 
Untt -21-l/O/+l/+2 

Low 

YEAR 

1996 

~ - 

Low 

VALUE 

- 
1997 

Average 

Low/ 
Medium 

Tdrget 

Averdge 
/H~gh 

2000 

1 d 1 g ~ 1  

1998 

TAI get Actual 

Medium 

1999 

Tdrget 



D Special Initiatives and Cross Cuttlng Programs 

Special initiati\es and cross-cutting programs included under the strategic plan are the Amertcan 
International Health Alliance (AIHA) the Participant Trainmg Project for Europe (PTPE) the 
Entrepreneurial Management and Executive Development (EMED) project, and the Audit 
Evaluation and Program Support (AEPS) Project Planned obltgations in support of AIHA 
activities are scheduled to end in FY 1997 PTPE activities are expected to continue through 
the life of the program however, beginning in FY 1996, only those PTPE activities that directly 
support SOs outlined in this strategy will receive funding Beginning in FY '97 each SO team 
will be requested to indlcate how much of the overall SO financial resources will be set aside 
to support training Earmarked training funds will then be transferred as approporiate to the 
participant trainmg line item For future accounting purposes, funding for participant training 
will remain under the cross cutting objectives category The same methodology will be applied 
to EMED 

I11 Resource Requ~rements 

Table 5 below presents USAIDIZagreb s resource requirements for FY 1996-1999 The table 
1s based on the most recent guidance levels for FY 1997-1999 Allocations by strategic objective 
accurately reflect the mission's priorities as discussed in this strategy In FYs 96 and 97, more 
than half of the total requested resources were directed to the Slavonia program which is the 
highest priority This included all funds under SO #1 and additional funds under SOs 3 and 4 
(1 e , for urban rehabilltation and development and democracy building in Slavonia) In making 
allocations, we have directed as much of the program resources to Slavonla as is possible 
without jeopardizing the potential for achieving meaningful results towards democratic and 
economic transition in the rest of the country While Slavoma is the most important near-term 
issue, economic and democratic transition are essential for long term stability and broad-based 
growth in Croatia and for achieving the overall purpose of the SEED Act 



Table 5 Resource Requirements 

- -- 

LSAIDIZagreb Resources Request Table 

11 OBJECTIVE 

STRATEGIC OBJECTIVE #I 
Re~ntegrat~on of p o p u l ~ t ~ o n s  ~ttecced b\ Erdut 4greernent 

11 Dev A s ~ s t a n c e  SEED 

STRATEGIC OBJECTIVE #2 
lMore cornpetltlve market responslve t~ndnc~a l  sector 

11 Dev Ass~stancelSEED 

Other 

STRATEGIC OBJECTIVE #3 
More etfect~ve responslve a i~ountable  local government 

Dev Assistance SEED 

11 Other I o o o I o 
I I 

Other 

STRATEGIC OBJECTIVE #4 
Increased bener ~ntorrned cltlzens panlclpatlon In publlc 
decmon rnakmg 

Deb Ass~stanceiSEED 

0 

3 000 

11 Dev Assisrance~SEED 1 2 053 1 2 000 1 1 500 1 500 

0 

1 965 

I 

0 

1 750 

SPECIAL OBJECTIVES 
I I I I 

0 

3 100 

Other 

TOTAL ALL SOURCES 

I I Other 

0 

3 500 

DEV ASSISTANCE/SEED 

Economlc Support Funds 

PL 480 T ~ t l e  I1 

T ~ t l e  111 

Int D ~ m r e r  L\,s~mnce 

0 

1 500 

0 

6 000 

14 975 

0 

3 000 

14,975 

0 

0 

0 

0 

12 000 

12,000 

0 

0 

0 

0 

24 000 10 000 

24,000 

0 

0 

0 

0 

10,000 

0 

0 

0 

0 


