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SUMMARY 

Objeclive of the Assessment 

This assessment of the municipal sector In Croat~a, prepared in conjunction with the four Croatlan 
cities of Zagreb, Spllt, Rijeka, and Osijek, examines munic~pal services and infrastructure for the 
United States Agency for Internat~onal Development (USAID) The assessment outlines current 
condit~ons and identifies key issues to be addressed in reforming and improving performance in 
the munic~pal sector, consistent with USAID'S objectives and strategies for Croatia and the 
region 

General Context 

The decentralized political system in Croatia has given considerable responsibility to citles for 
infrastructure development and operation, areas identified as priorlty areas by the local authorities 
Along with the more general problems associated with a transition to a market-oriented economy 
that Croat~a faces, the war has exacerbated existlng problems in the urban sector by diminishing 
available central support and Increasing population pressures from refugees and displaced persons 

Desp~te extensive experience with decentralization, many elements of autonomy are still missing, 
along w~th  incomplete legislation and uneven taxation powers Strengthening city governments In 
Croatia would foster decentralization Stronger cities could prov~de needed services to help 
stabilize the soclety and would also create a viable center of power other than the national 
government, thus aidlng in democratization 

Legal Framework 

The Constitut~on of the Republic of Croatia establishes the right to local self-government 

The Law on Local Self-government regulates all the forms of local self-government 
munic~palities, cities and counties The exception is the capital city of Zagreb, which is a 
combined c~ty-county government and has its own statute to regulate its operations Types of 
local government are defined and powers and duties are specified for counties, cities and 
mun~c~palities The structure of all units of local government are regulated by this law and include 
an elected Mayor (or County Executive), an elected Clty (or County) Assembly, an executive 
councll and administrative departments In addition, the law prov~des for dlrect partlclpation of 
citizens in local government, including the right to propose legislation, the rlght to referendum 
and provisions for citizen organizations There is also a specific provision in this law for a formal 
national association of units of local self-government that is a legal entity This association does 
exlst in Croatia, but IS not active and is viewed as heavlly Influenced by the ruling party 

The Law on Financing Local Self-Government regulates the financial sources of counties, clties 
and mun~cipalities Revenues include taxes, revenues from clty property, tines, util~ty and other 



fees, and other revenues established by special act Citles wlth more than 40,000 Inhabitants can 
introduce an Income tax surcharge to finance operations Thls law also regulates the preparation 
of the city budget and establishes the authority of clties to issue bonds with the approval of the 
Minlstry of Flnance 

Current System for Fznanczng Capztal Projects 

There is currently little financing of any local capital improvement projects in Croat~a The 
resources for financing infrastructure are fees, transfers from the city budget (for utilities), 
financ~ng from companies building the infrastructure and loans If the Infrastructure is of regional 
interest, the national government wlll finance construction of the facllity through the national 
companies (Water Management Company, Croatian Roads Company), often by getting foreign 
loans 

Munzczpal Bonds and the Capztal Market 

Most banks are not involved in financing Infrastructure through long term loans or bonds, but 
there 1s a growing awareness in the banlung sector of the possibilities for financing Infrastructure 
through the use of municipal bonds 

The Croatian banking system rncludes a Natlonal Bank, the Croatian Credlt Bank for 
Reconstruction and Development, the Ministry of Finance, an Association of Banks and 
Commerc~al Banks, and Savings, Mortgage and Housing Banks 

In addition to accessing capital through domest~c bank loans supported by the national 
government and foreign development bank loans, some local governments are worklng with local 
banks to issue municipal bonds 

The County of Istrla 1s the first and only unit of local government to Issue bonds These bonds 
were issued in December, 1994 These bonds were issued to finance a portion of the 
development of a waste treatment plant in the City of Pazin 

There are several brokerage firms being formed that are encouraging banks, local governments 
and the national government to use municipal bonds as a way of financing infrastructure 

In June of 1996, the brokerage firms of CORA and FIMA presented the Association of Banks a 
study entltled "On Issuing Bonds of the Republic of Croatia for Economic Development" This 
study was discussed In a meetlng of the Association, approved dnd sent to the Ministry of Flnance 
for favorable consideration The study discusses the advantages of bonds and ways to make them 
a more secure and thus more marketable Investment 



Czty Assessments 

Each of the four focus cltles are described in terms of thelr general context, city Infrastructure 
organization and structure, budget and finance, and priorlty concerns 

Prlority concerns for the City of Zagreb are housing and municipal management Municipal 
management concerns include the Improvement of administration, Improvement of political 
declslon-making, more effective land use pollcy, legislative reform, information system 
improvements, lntergovernmental relations, privatization of city services, capacity building of the 
city workforce protection of the city water supply and wastewater lmprovements 

Prlority concerns of the Clty of Osijek are the wastewater system and solld waste d~sposal 

Priorlty concerns for the City of Split are wastewater Improvements and houslng 

Priorlty concerns for the Clty of Rijeka are wastewater treatment, solid waste disposal, and gas 
pipeline construction 

All of the cities Indicated an interest in new ways of financing infrastructure, improved 
management and a stronger voice for local governments in national affairs 

Recommendahons 

A program of assistance to these large citles is recommended, focused on creatlng a stronger 
voice for c~ ty  government and strengthenlng the cities abilit~es to provide needed services 

The general strategy recommended for strengthening local governments In Croatia is designed to 
ach~eve the following strategic objectives 

1 Strengthen local government to be accountable, responsive and effective 
Supporting democratic processes In the larger cltles of Croatia will contribute to creatlng centers 
of democratic power beyond the central government Specific lmprovements include better 
mun~cipal services, economic development, better management of resources and greater 
accountab~lity through effective and participatory declslon-making processes Longer term 
sustainabilty is sought through 

a the establishment of institutional and legal frameworks 
b the development of Croatlan capaclty in technical support services 
c strengthen~ng communication and collaboration among cities 
d the creatlon of vlable models and examples of Improved management and 

service dellvery 



2 Integration and development of Sector East The program should seek to 
leverage local and foreign resources to begin the reconstruction process, while helping establish 
management and decision-making processes that can dellver desired services for citizens The 
program can help negotiate a common agenda between the exlled and current governments by 
focusing on concrete and tangible improvements Integration can be fostered by the re- 
introduction of Croatlan legal and political systems, and strengthening communication among 
cities 

The general strategy recommended is as follows 

1 Focus on Zagreb, Split, Osqek and Rijeka, the four largest cities in Croatia 
Because of their size and importance, they wlll have substantial impact on the Croatian 
development and have greater capacity to impact national policy and institutions In addition, the 
citles of Varazdin and Vulcovar can be included to further the strategic objectives 

2 Foster information shmng among clties in Croatia to build an advocacy voice for 
local governments and maxirmze the use of regional expenence and internal experimentation and 
innovation 

3 Establish partnerships and collaborative relationships with each city to ensure full 
commitment in design and implementation 

4 Build sustanability while being cost effective by using local consultants and 
institutions 

5 Focus on priority issues of high interest to the cities to provide tangible results that 
can lead to longer term rewards from a partnership 

6 Leverage local and foreign technical and capital resources to accomplish project 
goals Use experience and materials already developed in Crodtia and throughout Eastern and 
Western Europe and other places, as appropriate Access capital from local and forelgn sources, 
including World Bank, European Union and other funding sources active in Croatia 

7 For Sector East, the strategy should focus on bullding Interaction by sharing 
information, delivenng tangible results while working on longer term issues, and assisting in re- 
introducing political and instltutlonal systems common to Croatia 

The opportunities for effective collaboration and technical assistance with Croatian cities are 
substantial The cities are interested in working wlth USAID and would benefit by the techn~cal 
assistance that USAID can offer 



MUNICIPAL SERVICES AND INFRASTRUCTURE ASSESSMENT FOR CROATIA 

OBJECTIVE OF THE ASSESSMENT 

In conjunction with the four Croatian cities of Zagreb, Split Rijeka, and Osijek, the Contractor 
was asked to prepare a sector assessment examining municipal services and infrastructure for the 
United States Agency for International Development (USAID) This assessment of the municipal 
sector outlines current conditions and identifies key issues to be addressed in reforming and 
improving performance in the municipal sector, consistent with USAID'S objectives and 
strategies for Croatia and the region The recommendations will provide background for the 
USAID resident advisors implementing the Municipal Management Program in Croatia 

GENERAL CONTEXT 

USAID is providing assistance focused on policy and institutional development in the urban 
development sector in Central and Eastern Europe as part of the East European Regional Housing 
Project (EERHP) 

The decentralized political system in Croatia has given considerable responsibility to cities for 
infrastructure development and operation, areas identified as priority areas by the local authorities 
Along with the more general problems associated with a transition to a market-oriented economy 
that Croatia faces, the war has exacerbated existing problems in the urban sector by diminishing 
available central support and increasing population pressures from refugees and displaced persons 

Despite extensive experience with decentralization, many elements of autonomy are still rmssing, 
along with incomplete legislation and uneven taxation powers--while taxation represents 92 
percent of public finance in Zagreb, it forms only 8 percent in other towns Many local 
governments remain heavily dependent on the central government Police and public security is 
still centrally controlled, along with health care and education, and some utility provision 

The Republic of Croatia has a population of 4 78 million inhabitants In 1991 there were 175,338 
persons working abroad accompanied by 108,724 family members This number increased 
significantly in the 1990s due to the war and post war conditions At the end of 1995 the number 
of people employed was 1 161,657 , and there were 243,324 unemployed The unemployment 
rate in 1994 was 16 7 percent Average monthly net pay (after taxes) for the period from January 
to September 1994 was 1800 Kuna (Kn) and gross pay was 2852 Kn Industrial production in 
1994 (change in relation to previous year) was negative (2 7%) Gross domestic product per 
capita in 1993 in current prices was US $ 2,841, and in 1993 GDP real change in relation to the 
previous year was a negative (3 7%) 



LEGAL FRAMEWORK 

Several laws of the Republlc of Croatia provide the legal framework for local governments 

The Constitution of the Republic of Croatia (Narodne novzne No 56/90) is the basic 
law of the nation The Constitutlon establishes a right to local self-government, including the right 
to decide about the c~tizens' needs and interests at the local level 

The Law on Local SeE-Government (Narodne novme, No 90192,94193, 1 17/93) 
establishes the authority and organization of local government 

The Law on the Territories of Count~es, Cities and Municipalities (Narodne novzne 
No 90192) and the Law on the City of Zagreb (Narodne novzne, No 22/93) determine the area 
and authorities of local governments 

The Law on Financing Local Self-Government (Narodne novzne, No 1 17/93) defines 
the revenues and authorities regarding financing local governments 

The Law on Securities regulates the issuance, ownership and use of securities 

The discussion that follows highlights provisions of the Constitution and the two key laws 
implementing the local self-government provisions of the Constitutlon the Law on Local Self- 
government and Administration and the Law on Financing Local Self-Government and 
Adrmnistratlon 

The Conshtuhon of the Republzc of Croaha 

The Constitution of the Republic of Croatia was enacted by the Parliament (Sabor) on December 
2 1, 1990 The values of the Republic are described in Article 3 

"Freedom, equal rzghts, natzonal equalzty, love of peace, soczal justzce, respect for 
human rzghts, mvzolabzlz~ of ownershzp, conservatzon of nature and the human 
envzronment, the rule of law and a democratzc multzpartv system are the hzghest values 
of the constztutzonal order of the Republzc of Croatza " 

Section VI of the Constitution describes the Organization of Local Self-government and 
Administration Article 128 states 

"Cztrzens shall be guaranteed the rzght to local self-government 

The rzght to local self-government shall znclude the rzght to decrde on needs and 
znterests of local szgnlficance, partzccclarlv of localztzes and houszng, publzc 



utzlztzes, chzld care, soczal welfare, culture ph~szcal culture, sport and technzcal 
culture, and the protectzon and promotron of the envzronment " 

Article 130 descnbes the autonomy and supervision of local government 

"Unzts of local self government shall, zn confomznt wzth law and bylaws, be 
lndependent zn the conduct of local afSazrs and shall on11 be subjected to the 
supervzszon oj legalzoi by competent bodzes of the Republzc " 

Decentralization of governmental functions to the local level is supervised by the Ministries of the 
national government 

The Law on Local Self-Government 

This law regulates all the forms of local self-government municipalities, cities and counties The 
exception is the city of Zagreb, whlch is a combined city-county government and has its own 
statute to regulate its operations The law on local self-government defines the forms of local 
government as follows 

A county is determined to reflect the historical and economic factors in determining its 
boundaries There are 20 counties in Croatia, 2 1 if the comblned city-county government of 
Zagreb is included 

A c~ty  is a self-government unit which is a natural economic and social unit The city may 
encompass the suburban settlements which form the natural economic and social unity with the 
city related to the daily needs of its citizens There are 70 cities in Croatia Cities with more than 
40,000 inhabitants can introduce an income tax surcharge to finance operations 

A municipality 1s a local self-government unit generally involving several residential areas 
that are natural economic and social entity, but with a population of less than 10,000 There are 
426 munic~palities in Croatia 

The scope of responsibility of a county is as follows (Article 15) 

1 Coordinates interests and undertakes activities for the purpose of uniform 
economic and social development of cities and municipal~ties within the county 

2 Settles disputes among the cltles and municipalities within the county 

3 Determines the conditions for the area arrangement and protection In the county 

4 Coord~nates the development and network of the educat~onal, cultural, medical 
social, public utility services and other institutions, facilities and infrastructure 



5 Performs any tasks transferred to it from a municipal~ty 

6 Establishes public institutions and other legal entities to achleve common aims 
shared by municipal~ties, cities and the county 

7 Regulates other matters of common interest for municipalities, cities, and the 
county 

The scope of respons~bility of a city is as follows (Art~cle 13) 

1 Ensures the conditions for the development of economic, social, public utility and 
other actlvitles and services, which are important to the c ~ t y  

2 Ensures the condit~ons for zonlng and planning and for the protection of the human 
environment 

3 Takes care of the quality of housing, publlc utility facilities, the performance of 
public utility and other servlces and local infrastructure 

4 Provides the following services chlld care, education, public health, animal 
protection, social welfare, culture, sports and any other service not st~pulated by 
law 

5 Manages municipal property 

6 Establishes public institutions and other legal entitles to provide economic, social 
utility and other needs of the population 

7 Other duties as prescribed by law 

The structure of all units of local self-government 1s regulated by this law The same basic 
structure applies to the municipality, city and county (See Figure 1) 

The main difference between the city and the county is that the county has a significant portion of 
its organization devoted to State (national) functions These local divisions of the national 
ministries are not subject to the direction of the County Assembly or the County Executive 
These functions report directly to their respective Mln~stries The State function of the county is 
significantly larger than the local self-government function (See Figure 2) For example, the 
county of Split has 50 employees dedicated to the local self-government function ~t has 800 
employees dedicated to its State functions 







The primary structure of a city government are as follows 

1 Elected Representahve Bodv 

The City Assembly is elected (through a complicated process described in a separate law on 
elections) for a four year term The Assembly has a Chairperson and two Vice Chair people The 
Assembly passes its decisions by a majonty vote of a quorum of the body The number in the 
City Assembly is proportional to the city population, with no less than 20 and no more than 50 
members (Article 50) 

The role of the City Assembly is to (Article 49) 

A Pass city statutes decisions, and general acts 

B Elect and dismiss the mayor, the deputy mayor, the Executive Council, appoint 
worlung bodies of the Assembly and appoint and dism~ss other persons under the 
by-laws of the city 

C Deterrmne the structure and jurisdiction of city admnistrative bodies 

D Establishe public institutions and other legal entities to perform economic, public, 
infrastructure and other tasks of interest to its citizens 

E Perform other tasks under its jurisdiction 

The law generally stipulates that the representative body can establish permanent and temporary 
committees and other working bodies, but does not prescribe which topics or forms these bodies 
must take 

Open voting is used at meetings of the City Assembly, "unless the representative body decides 
that secret voting is to be applied in certain issues" (Article 25) 

2 The Mavor 

The mayor represents the city and has executive power (Article 54) There is also a deputy mayor 
to act in the absence of the mayor 

The mayor is responsible for the performance of all State (national) tasks transferred to the 
jurisdiction of the city and all the tasks associated with local self-government 



3 The Executtve Counczl 

The Chairperson of the City Assembly nominates the members of the Executlve Council and they 
are confirmed by the City Assembly The members of the Executive Council are generally the 
department heads of the c~ ty  The mayor chairs the Executlve Councll The Executlve Councll of 
a clty is from 7 to 13 members (Articles 35,36,37, 38 and 39) 

4 Admznzstratwe Departments 

Administrative departments are established to carry out the servlce functions of a city (Artlcle 56) 
The organization of the departments and personnel policles are governed by a general act passed 
by the City Assembly 

The City Assembly can remove by a vote of no confidence the Mayor, the Deputy Mayor and the 
Executlve Council (Art~cle 39) If the City Assembly does not appolnt a new Mayor, Deputy 
and Executive Councll w~thln 15 days, the Mayor can d~ssolve the C~ty  Assembly (Article 40) 

The law on local self-government also provides for dlrect partic~pation of cltizens in decision 
maklng C~tizens can participate dlrectly in maklng decisions on local matters by means of a 
referendum (Article 17) Citizens are entitled to propose to the City Assembly that ~t adopt 
certain laws or deals wlth a certaln issue (Article 19) Local commttees are established as a 
means of dlrect participation of cltlzens in decislon malung at the local level (Articles 57, 58, 59) 

The Clty of Zagreb does not yet have any of these cttlzen organizatlons It has divided the clty 
into 2 1 neighborhoods and is draftlng regulations governing the activltles of these organizatlons 

Another significant feature of the law on local self-government are the provisions concerning 
assoc~ations of clties C ~ t ~ e s  and mun~c~palities may for the purpose of promoting mutual 
Interests and improving cooperation establish national assoc~ations of local governments (Article 
11) There IS spec~fic provision for a formal national association of unlts of local self-government 
that IS a legal entlty This assoctatlon does exlst In Croat~a, but IS not active and is v~ewed as 
heavlly influenced by the rullng party 

One of the signlficant issues In local self-government is to clanfy the role of the clty and the 
county There is overlap of respons~billty that causes confusion and competition between the city 
and the county One notable area is land use Both the clty and the county are respons~ble for 
developing master plans for their areas How these plans are coordinated IS left undefined The 
city cannot enforce many of ~ t s  plans because all building permlts and land use enforcement is the 
responsibility of the county, in ~ t s  State function, not In its local self-government function 

The law on local self-government was adopted in 1992 and is under cons~deration for revision 
The Ministry of Public Admlnlstratlon is drafting the law and it should be ava~lable for revlew in 
about a month The draft of the new law is over 300 articles, it creates 10 new munic~palit~es and 



details the labor relations provisions for the local government level The city and the county 
governments are both interested in more favorable financing for local government There are 
changes in the financial structure that would change the taxing system for cities and counties, but 
it is not clear that these changes would increase revenues at the local level 

There is also some consideration for strengthening the role of the city vis-a-vis the county Some 
of the State functions currently performed by the county would be transferred to the city 

The proposed revisions have been reviewed with County Executives at a meeting of their 
association in February There are no plans to review the draft with city officials Once the law is 
proposed by the government to the Parliament, cities and others will have an opportunity to 
comment on it between first and second reading of the propose law 

The Law on Fznancmg the Local Self-Government 

This act regulates the financial sources and financing of counties, cities and municipalities 

Financial resources of a city or a municipality are as follows (Article 29) 

1 Revenues originating from municipal and city property 
2 Municipal and city taxes 
3 Flnes and seized property 
4 Administrative tax pursuant to a special law 
5 Residence tax pursuant to a special law 
6 Utility fees, contributions and other fees established by special law 
7 Fees for use of public property 
8 Other revenues established by special act 

Municipal and city taxes are the following (Article 30) 

1 Excise duty (on the consumption of alcoholic beverages in public inns) 
2 Recreation (or vacation) houses tax 
3 Public Displays (advertisements) tax 
4 Firm and Corporate Name tax (similar to a registration fee) 
5 Public Ground Utilization tax 

There are speclfic artlcles of the act that define the tax and often set an upper limit on its levy 

Common taxes include (Artlcle 45) 

I Income tax Income IS shared by the State (nation), a munlcipaltty, a city and a 
county The city or municipality receives 25% of the income tax, the county 
recelves 5% The City of Zagreb receives 45% 



A city with more than 40,000 population may levy an income tax surcharge up to 30% The City 
of Zagreb may levy a surcharge of up to 60% 

2 Profit tax Income is shared by the State (nation), a municipality, a city and a 
county A city or municipality receives 20'76, a county receives 10% 

3 Hazardous Games tau (gamblang) Income shared by the State, municipality, and 
city A clty or munlcipality receives 50% of t h ~ s  tax 

4 Real Property Sales tax Income shared by the State, munlcipallty, and city A 
city or a municipality receives 60% of this tax 

A county may levy the following hnds of tax (Article 5) 

1 Inheritance and Donations (gift) tax 
2 Motor Vehicles tax 
3 Vessels (boat) tax 
4 Entertainment and Sports Events tax 

County tax revenues may either entirely or in part be ceded to a city or a municipality in the 
territory of which a respective taxpayer resldes (Article 28) 

The act also regulates the preparation of the city budget (Article 52) The budget must specify all 
revenues and expenses of a city and must be balanced In addition, the city must allocate an 
emergency reserve (Article 67) to be used for unforeseen circumstances and emergencies, or for 
revenue shortfalls during the year (For uses of the Reserve Fund, see also Articles 77 and 78 ) 
The budget covers a calendar year (Article 55) The budget must be adopted before the calendar 
year ~f it is not, a temporary financing and spending plan for 3 months must be adopted (Article 
58) The budget must be publicly published and accessible to all residents (Article 59) 

A city may secure a loan only if the State Auditing Agency assesses that repayment of the loan 
will not jeopardize financing of other expenditures The city may Issue debt or securities subject 
to permission of the Mlnistry of Finance (Article 83) 

A city may not borrow funds to finance "regular activities of bodies and users of its budgetary 
funds, except on short-term basis and only if revenue flow is not continuous" (Article 84) A city 
may borrow funds to finance building and renovation and capital equipment 

The Ministry of Finance supervises the use of revenues in cities (Article 88) The budget and all 
amendments must be forwarded to the Mlnistry of Finance wlthin 15 days of their enactment 
(Article 94) The Ministry of Flnance may ask the State Auditing Agency to investigate financial 
operations of a local government regarding "security, reliability, efficiency, efficacy and rationality 
of use of budgetary funds" of a local government (Article 88) 



CURRENT SYSTEM FOR FINANCING CAPITAL PROJECTS 

There is currently little financing of any local government capital projects in Croatia Cities 
generally do not use long term loans or municipal bonds to finance facilities infrastructure or 
capital equipment The resources for both financing infrastructure and for maintenance and 
development of utility infrastructure comes from various sources fees, transfers from the city 
budget, grants that come from the central government agencies financ~ng from companies 
building infrastructure and some short term loans 

The financing of capital projects is generally done through a combination of sources of funds 
Loans for the public utility infrastructure is accomplished by the companies applying for loans for 
capital investments The loans are repaid from transfers from the City budget Public utility 
companies use this financing for major maintenance and small scale reconstruction of the existing 
infrastructure Capital investments (larger scale of reconstruction of the existing infrastructure and 
new construction) have been financed through the city budget and through various fees If capital 
infrastructure facility is of regional interest the Republic will finance construction of the facility 
through the national companies (Water Management Co , Croatian Roads Co ) and sometimes by 
getting foreign loans (World Bank and the European Bank for Reconstruction and 
Development) 

For development of water and sewer system, users pay the following fees 

a Fee for waste water The fee is set by the Government of Croatia 

b Fee for fresh water use The fee is set by the Croatian Government for each cubic 
meter 

c Fee for water protection (paid by all users who deposit waste waters and other 
waste materials) The fee is set by the Government, and is paid to the Croatian 
Water Co and Water Management Co 

d Fee for use of gravel, sand and stone from waters This fee is set by the Croatian 
Government 

e Fee for inlgation 

Capltal Investment for development of transportation infrastructure of the cities 1s financed out of 
the city budget and from loans 

In housing and utility management, development of capital infrastructure is financed from 
budgets, from the rent of office space, from the resources collected from the sale of the socially 
owned housing stock, and from the resources of investors in public facilities 



Munzczpal Bonds and the Capltal Market 

Several of the city officials consulted said it was 'illegal" for a city to borrow from banks to 
finance capital projects As discussed in the legal framework section, it is legally possible for 
cities to finance projects Artlcles 83-86 of the Law on Financing of Local Self-government 
regulate the practice of borrowing money Article 83 establishes the right of clties to issue bonds 
(treasury notes) with approval of the Mlnistry of Finance There IS a new law on Secur~t~es and a 
Securities Comm~ss~on has been established 

It is generally not done now and is not the tradition for financing such projects F~nancing is short 
term and comes from individual banks or the nat~onal bank for reconstruction and development 

The Croahan Bankzng System 

Most banks are not involved in financing infrastructure through long term loans or bonds, but 
there is a growing awareness in the banking sector of the possibll~t~es for financing infrastructure 
through the use of municipal bonds 

The Croatian banklng system includes a National Bank, the Croatian Credit Bank for 
Reconstruction and Development, the Ministry of Finance, an Association ot Banks and 
Commercial Banks and Savings, Mortgage and Housing Banks Each of these is discussed 
below 

1 The Nat~onal Bank deals with monetary policy, inflation and foreign currency 
exchange issues This bank establishes rules for all business banks (non-governmental banks) 

2 The Croatian Credit Bank for Reconstruction and Development (HBOR) was 
founded in 1992 with the independence of the country The bank is governed by a Chairman and 
Board of Management appointed by the national government The Credit Bank has had direct 
appropriations from the government every year and implements projects approved and funded by 
the Republic of Croatia The bank has been funded from the government at about 300 mill~on 
German marks for priorlty projects 

Foreign sources of capital for infrastructure go through t h ~ s  bank and provide its other source of 
capital This bank supervises and audits loans to other banks for specific purposes, there is no 
general transfer of funds An example of a large, long term project financed with forelgn capital is 
the SIX-city Municipal Environmental Project EBRDNorld Bank project that began before the 
war The project, which includes both Split and Rijeka, is for water and sewer projects, and IS 

back on line after having been suspended for two years The project IS funded 70% by a World 
Bank loan and 30% from the national government and the clties The feasibility studies and 
financ~al analysis were done under the auspices of the EBRD Construction costs estimates are 
expected by August, 1996, with authorization for the EBRD procurement process to begln 
immediately thereafter First authorizations for construction are expected by the end of 1996 



Pula and Rljeka are for sewer projects only, the other cities will include both water and sewer 
projects 

During the first two years the Credit Bank funded projects related to water supply, sewer and 
airports Since that time, all of the Croatian government-funded projects have been directed to 
rebullding the war damage The government has a 'master plan" for the provision of water and 
sewer services, with priority given to water supply projects 

Cities can initiate project proposals to the Croatlan Credit Bank by submitting feasibility studies, 
tender documents and bid responses A bank representative indicated that credit packages were 
possible for water supply projects with a 6-year repayment schedule after a 1- to 2- year 
construction payment deferral and with annual interest rates between 7 and 9% 

3 The Minrstry of Frnance approves the amount to go to the Credit Bank from the 
national budget and regulates many financial transactions, particularly pertaining to local 
governments 

4 An Association of Banks whose membership includes all 57 banks in Croatia 
(Banks are required to be members ) The association is supported by monthly dues from the 
banks and provides a forum for discussion of issues of mutual interest, research, a mechanism to 
comment on current or proposed regulations and other servlces to ~ t s  members 

The Association has been in existence for four years and is one of thirty associations of the 
Croatian Chamber of Commerce The Chamber of Commerce organizes the bi-monthly meetings 
of the Association, develops the agenda from topics suggested by the banks and prepares the 
rmnutes of the meetings to go back to the banks It is this Association that recently revlewed a 
proposal for expanding the use of municipal bonds and sent it to the Ministry of Finance for 
consideration When asked where to begin efforts to develop a municipal bond market, most of 
those Interviewed suggested this Association 

5 Individual Commercral Banks These banks deal pnmarily with corporate 
clients There are contracts between banks that allow customers to cash checks at various banks 
These are legally binding, but voluntary, agreements 

Local governments keep their deposits in the major bank in their community Individual banks 
have little capital for infrastucture because of the deposits used or devalued durlng the war 
These banks are the source for some short term loans to the city or city ut~lity companies for 
infrastructure and capital equipment These loans are typically gap financing, with high equity and 
city guarantees of repayment required 

6 Sav~ngs Banks, Mortgage Banks and Housrng Savings (or "Communal") 
Banks These banks may be either public or private banks If they are public, thelr founders and 
administrators may be local governments that then guarantee the obligations of the bank with 



local government funds Savings banks, for example, encourage savings and may make loans to 
finance public projects Mortgage institutions make loans based on real property mortgages and 
can also be used to finance local public projects The housing savings banks collect savings 
deposits to invest in houslng and communal projects (public utilities and other public projects 

Some citles have contemplated setting up "Communal Banks" with city funds to finance 
government operations and infrastructure The Institute of Public Finance did a study for the City 
of Split to examine this question and said the establishment of a separate bank was not necessary 

In addition to accessing capital through domestic bank loans supported by the national 
government and foreign development bank loans, some local governments are working with local 
banks to issue municipal bonds 

County of Istna Bonds 

The County of Istria is the first and only unit of local government to issue bonds These bonds 
were issued in December, 1994 These bonds were issued to finance a portion of the 
development of a waste treatment plant In the City of Pazin 

The two million German marks' worth of bonds were offered on the Croatian market through a 
network of Croatian banks and brokerage firms, led by the brokerage house of INVESTCO in 
Zagreb Bonds of the County of Istria are annuity bonds with repeated, ser~al maturlty This 
means that during the amortization period, principal and interest are returned together through 
equal semi-annual annuity payments The bonds will be repaid through 6 equal payments 
beginning June 30, 1995 and ending December 3 1, 1997 The repayment of all debts is 
guaranteed by Istarska Banka in the city of Pula 

According to the bond prospectus Istria is a county of average size and population Its economy 
is one of Croatia's strongest With 5 3% of the population, the county produces 6 5% of 
Croatia's GDP 

The City of Varazdin is now preparing to issue municipal bonds and is working with a brokerage 
firm to develop the financing plan 

Brokerage Fzrms 

There are several brokerage firms being formed that are encouraging banks, local governments 
and the national government to use municipal bonds as a way of financing ~nfrastructure 

In June of 1996, the brokerage firms of CORA and FIMA presented the Association of Banks a 
study entitled "On Issuing Bonds of the Republic of Croatia for Economic Development" This 
study was discussed in a meeting of the Association, approved and sent to the Ministry of Finance 
for favorable consideration The study discusses the advantages of bonds and ways to make them 



a more secure and thus more marketable investment Representatives of CORA feel the same 
principles apply to municipal bonds as to national bonds In fact, FIMA is working with Varazdin 
on their proposed bond issue 

Significantly, the study encourages bonds as a way to raise domestic capital and cautions against 
over-reliance on foreign capital 

"An engagement of forezgn capltal for the reconstructzon and development zs potentzally 
an znterestzng source offinance, bzit the overall amount of thzs forezgn capztal zs too 
small to play a szgnlficant role " 

The study also cautions against thinking the Croatian banking system can supply all the needed 
resources needed 

"Banks, bearzng the burden of the past, are not able to gzve thezr full contrlbutlon to 
economlc development because thev are havzng to go through thezr own process of 
rehabzlztatzon " 

The report recommends guidelines for the issuance of bonds, such that the central government 
support of this financing instrument at the national and local levels, initial sales be negotiated sales 
and that sales on the secondary market not be limited or restricted The guidelines also 
recommend various guarantees for the investors including bond denominations expressed in 
German marks, interest rates higher than those of banks the use of bonds as a means of payment 
and the use of bonds as collateral 



ZAGREB 

General Context 

The City of Zagreb has a population of 882,000 During the period of 199 1 - 1995, there were 
approximately 150,000 refugees and displaced persons added to the area of Zagreb According to 
the City (report for the USAID project), there are 306,100 households, with an average annual 
household size of 2 88 and d famlly income of 27,350 00 Kn ($5470 00) 

The City of Zagreb is the capital of Croatia and is located in the central part of the country 

The City has a master plan and district development plans Development must be consistent with 
these plans Consistency IS enforced through the bullding pemtting process Since the City has 
the legal status of a county, this permitting process IS under its control In addition to consistency 
with development plans, environmental impact assessment and utility availability are also checked 
The average permlt processtng time was estimated at 6 months 

Czty Infrastructure 

The City of Zagreb is implement~ng the new law on Utilities and Public Services with a market- 
oriented approach to the management of utilities The reorganizat~on of several utllittes and 
public service enterprises is in progress The utilities are establishing profit and expense centers, 
wlth each havlng its own budget and projected tncome To increase operational effectiveness, 
similar utilities and publlc service organlzatlons are belng merged (for example water supply, 
waste-water services and drainage have been combined) The Clty expects this reorganlzatlon to 
Improve management and fac~litate financial transact~ons and access to capital markets 

According to the informat~on prepared for this assessment, the City expects to use a special 
expert group for the development of investment management In the utilities and public services 
infrastructure 

The Baszc Guzdelznes for the Development of the Czty of Zagreb (1994) define the goals for the 
development of the utilities tnfrastructure and publlc serv~ces Based on these guidelines, specific 
documents have been drafted to implement the baslc goals These documents include spatla1 
plans, urban plans, and administrative directives The City of Zagreb has officidlly confirmed tts 
policies for quallty utilities and publlc services in the "D~rectives for Quality Services" 

The Public Utilit~es of the Ctty include 

1 Gas There are 700 employees, 120,000 customers, 11 14 k~lometers tn the 
distribution network, and an average annual per caplta consumption of 320 million cubic meters 
of gas The primary need of the gas company was identified as extension of service to unserved 
areas 





2 Solid Waste and Street Sweeplng There are 1,450 employees serving 235,000 
apartments, collecting 3,000 cubic meters of waste per day The City has an extensive recycling 
program Types of matenal recycled include grass and tree trimmings medical waste, organic 
waste glass paper, plastics, batteries, and aluminum Hazardous waste is not included in this 
service Fees for apartments are assessed by the square meter of the apartment 

3 Environmental Protection and Waste Management Company There are 15 
employees providing ecological analysis and environmental educational services The City has an 
extensive recycling program Types of material recycled include grass and tree trimmings, 
medlcal waste, organic waste, glass, paper, plastics, batteries, and aluminum In 1992, this 
organization was designated by the Ministry of Construction Industry and Environmental 
Protection as a national organization promoting environmental protection 

4 Water and Wastewater There are 1,300 employees, 720 in water services, 300 
in wastewater services, and 300 in administrative services 

The water company is 1 18 years old and serves Zagreb and the surrounding area There are 
10,400 kilometers of water pipes, with 80,000 customer connections Approximately 10% of the 
city 1s not served by water The average per caplta consumption is 120-123 cubic meters of 
water Water services are primar~ly pumping and distribution Water supply is from the aquifer 
under the City and is accessed by wells Pollution is identified as a major problem 

The wastewater system is a mixed system, combining residentla1 and industrial waste and storm 
water runoff in the same collection system There are 1,100 kilometers of sewer pipes in the 
collection system Approximately 30% of the city is unserved There is an industrial pre- 
treatment program Approximately 50% of the industries pre-treat their waste There is no 
treatment plant Officials of the wastewater system said it would take billions of dollars to bring 
the sewer system up to European standards 

Organzzatton and Structure 

Zagreb is the only unified city in Croatia, it is both a city and a county government The 
boundaries of the c ~ t y  are smaller than the boundaries of the county (see map, Figure 3), but the 
city has the powers of a county and the governing structures of the city and the county are 
integrated 



The City Assembly has 50 members, all of whom are also members of the 80-member county 
Assembly The Assembly has proportional representation, with approximately eight parties 
represented 

The Mayor is also the County Executive This combined chief executive has recently presented a 
problem for Zagreb because the President of the country has the authority to approve any County 
Chief The elected Mayor of Zagreb was not approved by the President because he was of a 
different political party The Assembly elected another Mayor, who was turned down by the 
President for the same reason Now the President is to nominate a Mayor, for approval by the 
Assembly The expectation is that the Assembly will reject the President's nominee While all of 
this polrtical dlspute goes on, the crty is effectively wrthout a chief executive 

The organrzation of the City of Zagreb is depicted on the organization chart (F~gure 4) The Crty 
Assembly is made up of 50 members, elected by distnct for four-year terms The Assembly is 
chaired by a President, the Mayor is not a member of the Assembly 

The Mayor is directly elected to four- year term and IS the head of the Executive Council The 
Executive Council is composed of 15 members appointed by the Assembly The Mayor has direct 
line responsibility for 13 crty departments, plus general administration and the Fund for Water, 
Transportation, Housing and Communal Systems 

Both the Assembly and the Executive Council have departments reporting directly to them, 6 
departments report to the Assembly and 7 to the Executive Council The Assembly also has 
Permanent Bodies of the Assembly reportrng to them The Executive Council has Working 
Bodres reporting to rt, as well as the Publrc Utilities and Enterprises These Public Utilities and 
Enterprises are viewed as rndependent, even though the Mayor appornts the directors and the 
budgets for these activities are part of the total crty budget 

There are also 13 field offices in the city organizatron 

Budget and Fznance 

The city of Zagreb does not have a budget plan for the fiscal year 1996, instead the City 
Assembly has authorized three-month temporary financing for the period of January-March 1996 
Under Croatian law, the budget for the remaining part of the year has to be approved by March 
15, 1996 Revenues and expenditures are illustrated in Frgure 5 and Figure 6 

Temporary financing of the City of Zagreb comprises 

Revenue 382,500,000 Kn 
Expenditures 359,485 100 Kn 
Reserves of the Crty 23,041 900 Kn 

Total expenditures 382,500,000 Kn 





Flgure 5: Percentage Dlstrlbutlon of Revenues, Zagreb (1996 
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Revenues of the Ctty of Zagreb include 

1) Tax revenues 

A) profit and income tax share In the budget is 342 million Kuna or 89% 
(share in tax and income surtax is 300 million Kuna, and share In profit tax is 41 million Kuna), 

B) real estate and transfer of rights tax share in the budget 1s 27 1 million 
Kuna or 7% (inheritance and gift tax is 2 million Kuna, relisted tax is 25 million Kuna and 
summer and gift tax is 2 million Kuna), 

C )  share of domestic turnover tax on goods and servlces In the budget is 6 76 
million Kn or 1 77% (tax on firm or company name IS 1 rnlllton Kuna, tax on advert~sing is 0 5 
rmllion Kuna, tax on motor vehicle is 1 million Kuna, tax for organtzing gambling games 1s 0 0 1 
K, tax on organtzing amusement and sports events is 0 25 million K, consumptton tax is 4 0 
rmllion K) 

2) Other revenues 

A) Admintstrative tees 2 8 million Kn (Admmistrattve fees are 2 mlll~on, 
government fees are 0 8 million Kn), 

B) Revenues based on special regulations (fines) are 0 4 million Kn, 

C) Miscellaneous revenues are 4 44 million Kn 

The budget of the City of Zagreb does not include the financial plan of the Fund of the City of 
Zagreb for water management, transportation, housing and public util~ty service The Fund 
developed a temporary financial plan for the same period of time January to March 1996 
as did the City The temporary plan 1s based on the analysis and estimation of the inflow of 
resources in the last quarter of 1995 and the fees obtained from that period Total revenues and 
expenditures of the Fund are estimated to be 278 3 million Kuna 

The revenue plan of the Fund consists of the following revenues 

A Water management - 13 4% 40 rmllion Kn 
1 Water management fee 14 0 
2 Water use fee 12 6 
3 Water protection fee 8 4 
4 Water management contribution 5 0 

B Transportation - 3 5% 9 8 rmllion Kn 
1 Assets of the Croatian Roads Co 5 3 
2 Annual fees for the use of roads 4 5 



Housing and Public Utility Serv - 53 3% 148 5 mllion Kn 
1 Rent and condominium fee 14 0 
2 Rental fee 52 0 
3 Public utillty fee 50 0 
4 Funds from sales of socially-owned 2 0 

apartments 
5 Funds of the investor of another 12 0 

structure and equipment for 
individual utility consumption 

6 Funds of the investor of 18 0 
another structure and equipment 
for public utility consumption 

D Other Revenues - 29 8% 80 0 mllion Kn 
1 Budget of the city of Zagreb 70 0 
2 from different sources 7 5 

(from citizens, donation, 
sponsorships, office sails, etc ) 

3 Obtained from interest rate 2 5 
on sight assets and interest 
on court decisions 

In 1995 the total revenues of the public utility companies were 2 395 million Kn In 1996 the 
revenues of the Fund in the amount of 278 3 million Kn are allocated according to the services 
20 6 % to the funds to finance water management to the funds to finance transportation, 61% to 
the funds to finance housing and public utility services, and 3 1 % to funds to cover the operation 
of the Fund of the City of Zagreb for Water Management, Transportation, Housing and Publ~c 
Utility services 

Allocation of the funds for water management is as follows 

50% water 
20% sewer 
30% environmental protection 

The urban infrastructure in the City of Zagreb is financed primarily through funds from the city 
budget Fees charged for the services are set to cover the majority of operation and maintenance 
costs, but not the capital costs 

There was no calculation for the percent cost recovery of fees charged for the various public 
services There is no cost accounting system that would facilitate calculation of cost recovery for 
operations and maintenance expenses and no current definition of cost recovery that would 
include capital expenses 



Funds available to finance infrastructure are insufficient for the needs determined by the City 
There is little long term credit and little money available from the central government for financing 
infrastructure 

According to information prepared by the City for this assessment, the 1994 structure of financial 
resources for utilitles and public services (water supply protection, waste water water 
conservation, maintenance and reconstruction of streets and roads, subsidies for Croatian 
Railways, construction of utilit~es on land to be developed) was 

25 1 % payments and contribut~ons (water management payments, compensation for 
the use and preservation of water, public service compensatlons, 
compensations for the uses of roads and water management contributions) 

44 2 % Zagreb city budget 

1 7 4  % Funds of investors in other facilities for the construction of utilities 
installations for individual and common use 

6 4% Loans from Zagrebacka banka (Zagreb Bank) 

3 1% Funds from Hrvatske ceste (Public Roads Company) 

3 8% Other (profits, interest, etc ) 

The city finances public utilitles partially through a special fund Figure 7 illustrates the 
redistribution of revenues among the utilities in the fund 

Pnonty Concerns 

The concern that motivates Zagreb's interest in work~ng with USAID is housing and municipal 
management improvements Housing is seen as critical to retaining young professionals in the 
city Municipal management improvements focused on the following areas 

1 Improvement of clty administration and management The organizdtion and 
management of the large city organization were described as cumbersome and complicated 
There is a sense that the organization is not as efficient as it needs to be Specific concerns 
mentioned were the decision-making process, the budgeting process, performance measurement 
and monitoring 

2 Improvement of the polltical dec~s~on-making process The relationship 
between the City Assembly, the Mayor and the Executive Council was described as cumbersome 
The structure of the relationships was identified as at least part of the problem 





3 More effective land use pollcy There are clty and regional land use plans The 
clty is Interested In a more effectlve involvement of private developers In the implementation of 
the plan and in paylng for the costs associated wlth development 

4 Legislative reform There is legislation to be considered In the Parliament that 
would reform the duties and powers of clties wlth a population of over 40 000 Although Zagreb 
has most of the powers being contemplated for these cttles (because it has dual status as a 
county), there is a need for other large citles to have more authority 

5 Information system improvement There is a need to modernize the information 
systems that support the city operations 

6 Intergovernmental relations There IS a need to clarify roles of local self- 
government units and to glve more fiscal authority to the local level 

7 Privatization of city services What are more effective ways to grant concesslons 
for operating c ~ t y  services? How can levels of service and performance standards be assured? 

8 Capacity building of the city workforce Many city employees need to update 
or acquire new slulls There is currently no effectlve trainlng to improve the capacity of the 
workforce 

9 Protection of water supply Pollution from sewer, the landfill, the ralway 
statlon, the airport, and highways are a specific concern There are not sufficient funds for 
infrastructure improvements to protect the water supply 

10 Sewer concerns focus first on industries not following industrial pre-treatment 
regulations and second on improving the sewer collection and treatment system Funding 1s not 
available for infrastructure improvements needed for the wastewater collection and treatment 
systems 



OSIJEK 

General Context 

The City of Osijek has a current population of 100,000 There has been significant change in the 
population during the last 4-5 years because of the war There are an estimated 35,000 refugees 
and displaced persons (mostly from the eastern sections nearest the city) 

Osijek is located in the eastern part of Croatia and sustained substantial war damage There were 
1,000 civilians killed and 5,000 wounded There was shelling as recently as August, 1995 The 
city is surrounded on three sides by occupied territory Although the city has been rebuilding and 
repairing housing and other structures for the past four years, there is still substantial 
reconstruction necessary 

By territorial reorganization, Osijek became a smaller junsdictlon when it was made a city Osijek 
used to make up what is now the central city and five suburban communities 

The economy of Osijek is estimated to be half of what it was before the war There are currently 
(as of March, 1994) 3,296 firms in Osijek, 1951 of them are trade or retail firms, 374 are financial 
and technical services, and 238 of them are industry The city's economy had been substantially 
oriented to industry before the war The small number of industrial firms now is a major concern 
for the city The city is also concerned that there are no legal instruments to encourage industry 

The city has established an economic development function to address the concern of rebuilding 
the economy Recently the city established a small business incubator to encourage new 
businesses The city deposits into banks are being used to guarantee loans needed by the small 
businesses in the incubator Another economic development program of the city has been 
developed in conjunction with the German Chamber of Commerce This program will provide 
training to managers of businesses, many of whom are war veterans with little previous experience 
in the jobs they are now holding 

The city has a master plan developed in 1988 which now needs to be completely revised based on 
the experiences of the war Demographic and other projections are difficult because of the 
interruptions and difficulties of the war National law requires the city to develop a new plan by 
1999 The plan will include public infrastructure development The county is also developing a 
plan on the same schedule The city plan must be consistent with the county plan There is little 
cooperation currently between the city and the county in developing these plans 

Organzzatton and Structure 

The major portion of city services are delivered by five public companies water production and 
distribution, transportation (trams and buses) waste disposal, city cemeteries and public markets 



The c~ty  owns 7 publlc enterprises and has 8 departments To illustrate the relatlve size of the 
operations, there are a total of 520 employees in the water company compared to 130 employees 
In the city 

The Water Company generates 72% of its revenues from commercial activ~ties and is self- 
supporting In ~ t s  water and sewer operational costs The City contributes capital funds on a 
project basis In one multi-year construction project at the water treatment plant, the financing 
Includes a combination of World Bank funding ($8 9 million), Water Company ($1 mlll~on), the 
City ($2 6 million) and the Croatian Bank for Reconstruction and Development ($1 6 million) 

The transportation company had deferred all procurement and major maintenance during the war 
The City is responsible for all capltal purchases and in addition subsidizes the operational costs 
The Transportation Company does not use cost benefit analysis nor match fares with the cost of 
service 

The waste d~sposal system receives 40% of ~ t s  revenues from the City budget The company 
receives a communal fee, but the collection rate is only about 50% on average, with industry 
paying at a rate of 80% and res~dences only at 20% Collection is not automated, nor are there 
many collection tools The fee is a 5 zone/3 use fee structure 

Serv~ces of the company include garbage and trash collection, waste disposal, malntenance of all 
green areas on the c~ ty  property and street clean~ng The major issue in waste disposal is the 
location of a landfill 

City Cemeteries are 90% self support~ng for operat~onal costs The C~ty  Markets are self 
supporting for operational costs The market has free dumping at the landfill and thus receives an 
Indirect operat~onal subsidy In addition, the C~ty  is paying for the cap~tal construction costs of 
two new projects 

The structure of the c~ty organization is illustrated In F~gure 8 
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Budget and Ftnance 

The total budget is 160,064,120 Kn, with a reserve of 1,000,000 Kn 

The revenues and expenditures in the Osijek budget are detailed in Figures 9 and 10 

The sources of revenues, expressed in Kuna, are 

Taxes 

Capital Income (income from city property sold) 

Fees 

Donations 

Total 

The expenditures, expressed in Kuna, are 

Operational expenditures 
for employees 9,935,370 
for current maintenance 10,642,000 
for material, energy and utility and other services 13,6 16,000 

Current external expenditures for mater~als and servlces 
for environmental protection 1 1 10,000 
for public order security 1,676,000 
other unspecified expenditures 12,539,000 

Current transfers 
Current transfers to citizens households and non-fiscal 
organizations 36 8 18,750 
Current transfers to government institutions 1,2 13,000 

Subsidies 
Subsidies in agriculture 

Other current transfers and donations 3,617 000 

Capital acquisition 
Land and other tangible assets 
Building structure 



Figure 9: Percentage Distribution of Revenues, Osijek (1996) 
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Figure 10: Percentage Distribution of Expenditures, Osijek (1996) 
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Office furniture and equipment 
Other tangible assets 
Intangible assets 
Supplies 
Construction capital structure 
Investment maintenance 

Capital transfers 
to citizens, households, and non-fiscal organization 14,205 500 
other capital transfers 1,300,000 

Given government loans and share in capital amount 
Domestic loans 3,000,000 

In 1997 a rise of total revenues in the budget is planed for 6 7% and in 1998 for another 8 4% 
The capital investments in Infrastructure in Osijek have been supported by the national 
government as a part of a reconstruction program in the country 

There has been water treatment plant reconstruction and expansion recently financed from the 
following sources 

Croatian Bank for Reconstruction 

National Water Enterprise 

City of Osijek 

World Bank 

The central government has promised the city of Osijek bonds in the amount of 20 milllon 
German Marks as compensation for the housing sold within the city limits The city has not been 
able to use this source of funds because the central government does not have the money to 
finance the bonds 

The central government has glven the City of Osljek some money from the sale of housing to 
reconstruct some housing (2 buildings) for war victims 

Pnonty Concerns 

The Deputy Mayor and other officials identified infrastructure improvement as the top priority for 
the city The city's economic recovery strategy is to provide infrastructure and housing to 



encourage economic investment Economic recovery 1s essent~al to address the major concern of 
young professionals leavlng the city Specific infrastructure needs are 

1 Waste water system The primary goal is the sewage collection system It 1s a 
major concern because it is necessary for the economic development of the city There is 
currently a large amount of agricultural land w ~ t h ~ n  the c ~ t y  lim~ts that needs to be relocated 
because of pollution from waste water 

Also needed 1s the construction of a sewage treatment plant The site that had been selected for 
the sewer treatment plant is In the occupied territory, so the site is now in doubt There 1s no 
financing to build the plant 

2 Garbage d~sposal The landfill for the City of Osijek is located in an area that is 
now occupied Since the c~ ty  has not been able to use its landfill dunng the war, it has established 
multiple dumps In other areas of the city These other sites are near residentlal development and 
have very little capaclty The implementation of agreements on lntegrat~on of currently occupled 
areas wlll take time, so the city is concerned about solld waste disposal at least until the former 
landfill 1s available agan 



SPLIT 

General Context 

The City of Split has a population of 170,000 The City is located on the coast of Croatia The 
ctty is 1700 years old 

The city has a llmited number of apartments in the central city and l~ttle land to develop There is 
concern among city officials to preserve the historic structures of the city and still provide 
adequate housing 

Organzzatzon and Structure 

There are 26 members in the City Assembly and 12 members in the Executive Council, including 
the Mayor There are 8 departments, not including the public enterpnses The structure of the 
city organization is shown in Figure 11) 

Budget and Fznance 

The city charges a communal fee for street lighting, parks and publlc areas maintenance, street 
sweeping The fees are set as amount per square meter of different land uses, in different areas of 
the city The communal fee schedule, in Kuna, is 

The total annual revenue from the communal fee is 80 million Kn There is a 50% collection rate 
The city can sue for non-payment of fees, but the court process is slow It takes up to 2-3 years 
to resolve suits for non-payment in the courts Approximately 25% of the past due bills are finally 
paid 

There are separate fees for water and solid waste collection 

TYPE OF USE 

Business - 

Houslng 

Industrial 

The fees are not adequate for the maintenance and operations infrastructure needs The fees 
cover no capital investment costs 

CENTER OF CITY 

4 20 Kn 

0 54 

0 70 

MID CITY 

2 90 

0 36 

0 30 

OUTER CITY 

2 40 

0 14 

0 29 
1 





One year ago the City Assembly considered infrastructure needs and decided to dedicate revenues 
from the sale of housing to infrastructure finance The total invested in 1995 was 43 8 milllon Kn 
and for 1996 was 30 m~lllon Kn The types of projects financed are described in Figures 12 and 
13, supplied by the city of Split Approximately 80% of the apartments are now sold so this 
source of revenue wlll not last into the future 

Other sources of financing for infrastructure are the sale of office bulldings and the sale of clty 
land for development 

The c ~ t y  has recently financed a waste water plant with a surcharge on the water fee to repay 
financing offered by the company constructing the plant The city increased the monthly fee of 
3 60 Kn per cubic meter by 35 l~pas for sewer investment and 15 lipas for water investment In 
1995, the City borrowed 8 3 million Kn from the construction company for a five year term The 
plant was part~ally financed by the World Bank and the EBRD 

Pnonty Concerns 

1 Sewer Waste water services are a priority concern for the eastern part of the 
city- The City 1s In the process of building a sewage collection system and treatment plant Sewer 
improvements are financed 50% from water fees and 50% from a grant from the Mlnistry of 
Reconstruction 

2 Hous~ng Housing for low Income people, maintenance of exlstlng housing, 
informal housing (bullt without the necessary pemts )  







General Context 

Rijeka is a coastal city of 180,000 population, in a metropolitan area of 270,000 population The 
metropolitan area consists of Rijeka and seven suburbs The City has had the officlal status of a 
city since 1990 Before becoming a city Rijeka was part of a territorial unit of a commune that 
was 10 times larger in area and 1 5 times larger In population The City feels its current 
boundaries are too small to accommodate growth of a metropolitan area, or to reflect the actual 
operation of the metropolitan area The service area of Rijeka's public utilities reaches these 
suburban areas Rijeka's land area is only 50 square kilometers 

As of March, 1996, the County of Rijeka had no County Assembly for the past three months 
The County Executive and County Executive Council were relieved from office by the County 
Assembly Under the Law on Local Self-government, a new Executive and Executive Council 
must be appointed wlthin 15 days, or the terminated Executive can dissolve the Assembly There 
are also problems re-electing the County Assembly because the current laws do not address this 
contingency Since the County is in a state of transition, there is little exchange between the 
county and the city on planning or other areas of common interest Even without this current 
difficulty with the County leadership, there has been little time to integrate the new structure of 
the county and to sort out the roles of the city and the county in local self governance 

The County has begun a general plan for the county In accordance with the Law on Physical 
Planning that requires a new plan by 1999 The City feels the County should be coordinating 
more closely with the City because of the importance of the city's infrastructure One difficulty 
for all the plans is the lack of reliable data and projections on which to base new plans 

The County issues building permits Current plans that govern the issuance of permits are old 
plans full of restrictions on development Clear title is the most difficult problem It takes 1-2 
years to get a building permit 

There is little problem with construction without permits Most remodeling takes place without a 
permit, but only about 10-15% of houses are constructed illegally Generally, these houses have 
been made to be legal 

The city has started several studies to develop data and modern land use approaches to planning 
The city has approximately 20-30% of its land area undeveloped, most of which is in the western 
sector The studies are dealing with the central area, neighborhoods, reconstruction and 
development of new areas Rijeka describes its approach to planning as 'sustainable" 
development 

The City is developing a Geographic Information System (GIS) with the University of Vienna 
serving as the technical consultant and Intergraph is the hardware supplier The City has 



completed the pilot study for the system Types of information expected to be included in the 
GIs are seismological, watershed, utilities land use, soil condition The City expects to have the 
first operable part of the GIs in two years The City of Pula is also starting a GIs 

The city is concerned about environmental protection, particularly the protection of water quality 
In the seven springs that supply the city s water supply The springs are fed trom a karst aquifer 
There are County-wide regulations (proposed by the City) governing development in the recharge 
zone for the aquifer There are 25 years of water quallty monitoring data that supports this 
environmental protection initiative 

Another environmental protection initiative deals with Rqeka Bay Rijeka is working with the 
Croatian Institute of Engineering and a Dutch firm There has been some information exchange 
with Chesapeake Bay in Maryland 

There are approximately 43,000 total apartments in the city, 33,027 are now privately owned 
The clty owns 4,593 housing units now, but expects to sell more than half of those units by June 
of 1996, the deadline for purchase of apartments under the national housing law The city expects 
to retain ownership of approximately 2,000 apartments to be used for low income housing 

Rijeka governs all property owned by the city, including the following 

1 The five enterprises that make up the public utilities The city owns 100% of two 
of these enterprises, the others are approximately 80% owned by the city The 
remaining 20% is owned by suburbs who have a voice in their management 

A City Transportation (trams) 

B Water Supply and Waste water treatment 

C Gas and Thermal heatlng (Energo) (100% owned by the City) 

D Solid Waste Collection (Cistoca) 

E Funeral and Cemetenes (100% owned by city) 

2 Business areas (Commercial Property) 

3 Housing Units (3,500 to 4,000) 

4 Land available for construction (The city owns half of the property available for 
development) 

5 Cultural institutions and sports facilities 



6 One institution serving the handicapped 

7 City open markets 

8 Parks 

One of the difficult~es the City has in managing the property IS that there IS no real estate market 
In Croatia, so the C ~ t y  is determ~ning the price for the sale of land for development The city sets a 
minimum price for the land to be sold at auctlon The City has a pricing structure that is 
deterrn~ned by four land uses and five geographic zones of the city For development, the City 
provides the infrastructure (financed from the communal fee) and the investor only pays 
connect~on fees 

Publzc Uttbtzes and Infrastructure 

The City of Rijeka operates five public utilities as non-profit firms There are a total of 1,900 
employees in all the utilities, 840 of whom are in the public transportation system The 
organlzatlonal structure of the utilities is shown in Figure 14 Publlc utll~ties are financed through 
fees for services to cover operation and maintenance expenses For all the utilities except 
transportation, 15-20% of the fee revenue is invested in capital expenses The estimated 
operational subsidy for the transportation system is 25% 

The fees for public utilities are collected jolntly on a monthly bill to residents The collection rate 
has Increased from 65% in January to 85% in February, 1996 Collection procedures are 

a After 60 days of non-payment + first past due notlce is sent 

b After 90 days of non-payment + cut off utilities, file suit for back payment, 
plus interest at current bank interest rate 

Only 3% of the past due bills need to be resolved by legal action 

The mayor indicated that those individuals and households w ~ t h  very low Income (900 Kn per 
month) do not have to pay utlllty bills The utility subsidizes these people and they are not 
included in the collection rate 

Water and Wastewater Uhl@ 

The water utilities company was established in 1885 The water distribution system in Rijeka is 
complete, with 99 9% of the citizens receiving service The utility estimate that it has a 30-50 
year capacity for water so developing water supply sources is not a primary concern of the utility 
The major concern of the water system is protection of the quality of water particularly in the 
largely undeveloped watershed near the city The city has been working on the issue of 
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protectron of water quality for the past 25 years and is pleased with the results of the~r efforts 
The city gets its water from seven springs at sea level in the city The water distribution system 
must therefore pump water 480 meters uphill to supply the city 

Modern equipment is available to test for water system leaks None of the water system maps or 
water qual~ty data is yet computerized, ~t will be as part of the development of the Geographic 
Information System 

There are 650 kilometers of water plpes, only 200 kilometers of sewer pipes Only 65% of the 
city (55,000 inhabitants) is served by waste water The city has recently completed a waste 
water treatment plant, the first in Croatia The treatment plant was financed in part with a loan 
from the World Bank The plant provides primary treatment only, the mechanical removal of 
sol~ds from the waste water The capacity of the plant is 130,000 cub~c meters per day The city 
monitors water quality in the ocean where it discharges the waste water, but does not consider 
pollution sufficient enough to warrant secondary treatment (chemcal and biolog~cal treatment) of 
the waste water Treatment standards are similar to those of Western Europe 

The major problem for the sewer system is ident~fied as serving the unserved area, mostly in the 
western and industr~al area of the city The other area that is a concern for connection are 
unserved areas outside the city limits that impact the water quality of the water supply springs 

The sewer system is a combined system including industrial and household waste as well as storm 
water In the suburbs and newer developments outside of the city, the system is separated The 
city does has an industrial pre-treatment program 

Gas Comvanv 

The gas company was established in 1852 The City Assembly formed the company Energo to 
provide gas, hot water and central heating The company serves 18,000 households, which 
represents approximately 30% coverage 

There is no natural gas on the entire coast of Croatia (An Italian firm, AGIP, and Ina are 
exploring extracting natural gas from the sea no natural gas IS expected for at least 5 years ) To 
solve the transition period unt~l natural gas is available, the company is using the same approach 
as Germany and Austria mixed gas The company has completed the construction of a pipeline 
for m~xed gas with a 2 year financing from a German bank The company constructed the first 
mixing statlon in 1991 The environmental protection benefits from using mixed gas are 
substantial because it replaces crude oil as an energy source The company estimates ~t has 
avoided the use of 6 8 million tons of crude oil One of the major users of mixed gas is the 
company Ina it uses four times as much gas as the rest of the customers Currently, gas in Rijeka 
is 27% more expensive than in the rest of Croatia 

Expansion plans for the use of mixed gas are to supply an additional 20 firms and 600 households 
and to connect the 17 thermal heating plants 



Sohd Waste Collectzon 

The solid waste collection utility is currently developing a new landfill site Five potential sites 
were identified and one was chosen The financing for the development of the landfill is not yet 
determined Revenue sources include the solid waste fee, the communal fee (for public services 
and utilities) and the City budget The utility could findnce the landfill by borrowing from another 
utility for a term of 15-20 years The guarantee for the repayment would be the public utility fees 
and the C ~ t y  of Rljeka 

Budget and Fznance 

The City of Rijeka finances its operations through three types of income taxes, fees and profits 
from public enterprises It is the first city in Croatia to use profit as an income source 

The estimated amount of annual investment in infrastructure is 50 million German Marks 

The City of Rijeka did receive some money from some of the sale of housing, but has used all 
funds to provide housing None of the money was used to finance infrastructure or other 
services Approximately half of the housing stock was sold for cash or fore~gn currency for which 
the city has been promised bond financing in the future The apartments purchased with credits 
from savings lost in the banks during the war, the city received 35% of the purchase price The 
city has used these funds to purchase 200 apartments These apartments are rented to those on 
the waiting list for housing There are 3,300 people on the list, all with some difficulty in 
obtaining housing The mayor has about 10 units that can be used for professionals or other 
special cases 

The total budget of the clty of Q e k a  for 1996 contains the following 

Revenues 539,105,000 Kn 
Expenditure 539,105,000 Kn 

The sources of the revenues are 

Taxes 

Capital Income 

Entrepreneurial Activities and Property 

Revenues according to special regulations 



The expenditure for 1996 are as follows 

Operational expenditures 138,329,200 Kn 

Current external expenditures 

Current transfers 

Subsidies 

Capital Expenditure 

Out of total capital expenditures 48 5% is spent for communal system, and 12% for housing 

Pnorzty Concerns 

The infrastructure and public service priorities were identified as 

1 Wastewater treatment The primary concern is extending service to the unserved 
western area of the city 

2 Solld waste disposal The primary concern is the financing and development of 
the new landfill site 

3 Gas plpeline construct~on The pipeline will provide environmentally improved 
energy source to the major industries and many of the residents in the city 



RECOMMENDATIONS 

General Strategy 

The general strategy recommended for strengthening local governments in Croatia is designed to 
achieve the following strategic objectives 

1 Strengthen local government to be accountable, responsive and effectlve 
Supporting democratic processes in the larger cities of Croat~a will contribute to creatlng centers 
of democratic power beyond the central government Specific improvements include better 
municipal services, economlc development, better management of resources and greater 
accountability through effectlve and participatory decrslon-maklng processes Longer term 
sustainabllty is sought through 

a the establishment of lnstitut~onal and legal frameworks 
b the development of Croatlan capaclty in technical support services 
c strengthening communication and collaboration among clties 
d the creatlon of viable models and examples of improved management and 

service delivery 

2 Integrat~on and development of Sector East The program should seek to 
leverage local and forelgn resources to begin the reconstruction process, while helplng establish 
management and decision-making processes that can dellver desired services for citizens The 
program can help negotiate a common agenda between the exiled and current governments by 
focuslng on concrete and tanglble improvements Integration can be fostered by the re- 
introduction of Croatian legal and pol~tlcal systems, and strengthening communication among 
clties 

The general strategy recommended 1s as follows 

I Focus on Zagreb, Split, Osijek and R~jeka, the four largest cit~es In Croatla Because of 
their size and importance they wlll have substantial lmpact on the Croatian development and have 
greater capaclty to lmpact national policy and institutions In addition, the clties of Varazdin and 
Vulcovar can be Included to further the strategic objectives 

2 Foster information sharing among c~tles in Croatia to bulld an advocacy volce for local 
governments and maximize the use of regional experience and internal experlmentat~on and 
innovation 

3 Establish partnerships and collaborative relationships with each city to ensure full 
commitment In deslgn and implementation 

4 Bulld sustainabllrty while belng cost effectlve by uslng local consultants and institutions 



5 Focus on priority issues of high interest to the cities to provide tangible results that can 
lead to longer term rewards from a partnership 

6 Leverage local and foreign technical and capital resources to accomplish project goals 
Use experience and materials already developed in Croatia and throughout Eastern and Western 
Europe and other places, as appropriate Access capital from local and foreign sources, including 
World Bank, European Union and other funding sources active in Croatia 

7 For Sector East, the strategy should focus on building interaction by sharing information, 
delivering tangible results while working on longer term issues, and assisting in re-introducing 
political and institutional systems common to Croatia 

Factors That Wzll Faczlztate a Successful Project 

There are several factors that will facilitate a successful project with the cities Each of these 
factors is discussed below The most important aspect of this assistance is that it is undertaken in 
partnership with each city These specific factors are ways to effectively implement this 
partnership 

1 The assistance will be a project that is important to the City 

Each of the cities has expressed their priorities for their city and are actively pursuing them The 
project should address these priorities The assistance can be to an on-going project or issue or 
one that will be initiated by the city The assistance is to help the city get done what it needs to 
get done An advantage to a project selected for assistance that is generally perceived to be 
important is that progress in this area is both significant and helpful 

The ideal project is one that will produce models and ideas for other cities that may be grappling 
with similar issues Successful approaches can then be shared, reinforced and tried in other 
locations Conferences, workshops and other ways of communicating among cities can be 
fostered if the subject matter is of interest to most 

2 The assistance team will work with the designated project leader and project team from 
each clty in the design and implementation of the assistance project 

The project leader in each city is a key player in successful implementation The leader's interest 
in the project and commitment to its objectives and authority to make decisions about the project 
to gather resources to the project to communicate the project's objectives and progress and to 
assist in conflict resolution will make the project successful The project leader is also an 
important communication link between cities in sharing the good ideas and experiences from the 
project with other cities 



The project leader will be assisted by a project team from the city The team will Include those 
with the technical skills and interest in the project 

3 Discussions will be held with each city to determine the content and the form of the 
assistance project 

Discussions will take place wlth each city to plan the assistance project, specificdlly the purpose, 
the time frame, the type of technical assistance (for example analysis consultation workshops 
and conferences, training) and the amount and schedule for the assistance 

The discussions with each city will also include expectations and responsib~lities of the Clty in the 
assistance project Topics for discussion mght include such things as the responsibilities of the 
project leader and the project team, provisions for discussing and agreeing to any changes 
necessary during the assistance project, any resources (time, money, personnel) that are needed 
for the project, the primary cllent for the project ( probably be the Executive Council), and any 
other expectations or concerns the city has for the project 

The city s preferred way of communicating about the project to the local media and citizens and 
to other cities or interested parties will also be discussed 

The form of the agreement with the Clty will be discussed with each City In general, d~scussions 
about the technical assistance agreement should be followed by a written agreement with the City 

Recommended Areas of Concentrubon 

The focus of projects with the cities should be on creating an enabling environment at the local 
level -- for increased decentralization, for collaboration among cities, for economic development 
for improved quality of life 

The areas of concentration should reflect the top priorities of the cities Preliminary rndications 
are that these priorities are 

1) financing infrastructure improvements 

2) improvements in management and budgeting 

3) economc development 

4) developing a revised master plan for metropolitan development 

5 )  developing an effective voice for local government in national policy and an 
effectwe mechanism to share ideas among cities 



Each of these priorities is discussed below, with suggestions on the type of assistance and projects 
that might be useful to the cities 

1 > financzng znfrastructure zmprovements 

All of the citles were concerned with bullding or rebuilding infrastructure as crltical to recovering 
from war damage Infrastructure was seen as key to providing an environment favorable to 
economic development and improved quality of life for residents The type of projects most often 
mentioned were water and wastewater improvements, particularly wastewater improvements 

One promising area of assistance is financial analysis and management improvements to make 
wastewater system improvements financable Since these services are provided by public 
enterprises with fee structures already in place, financial analysis would include such things as 
determination of the full cost to provide the service (operations, maintenance and capital costs), 
the percent cost recovery from fees, a market analysis of competitive rates, The market tolerance 
for increased fees and fees for extension of service to any unserved areas, development of 
alternative rate schedules to achieve full cost recovery over time, analysis of collection procedures 
and collection percentages, analysis of alternative sources of financing, and development of 
enterprise budgeting that reflects the total operation of the enterprise This analysis would help 
assess the marketability of any bonds to finance infrastructure for the utility 

Since there is potentially funding for infrastructure improvements available from international 
sources, as well as the beginnings of a private capital market in Croatia, assistance could also be 
provided in preparing financial analysis, procedures and documents necessary to apply for loans or 
issue bonds 

The management improvements would be such things as the implementation of revised 
procedures and management approaches for cost accounting, rate analysis, budgeting, collection 
procedures, customer orientation, and citizen information and involvement in the changes that 
affect them Customer orientation in billing systems, delivery of service, resolving complaints, 
determining fees and collection procedures all are potential areas for assistance 

Another area for assistance is improving the management structure of city operations, including 
enterprise operations Several also felt decision making processes in the city--both political and 
administrative--could be improved with knowledge of how other cities functioned Types of 
assistance could include organizational diagnosis, organizational structure, management 
techniques and approaches, employee involvement strategies, process improvements, system re- 
design, and servlce quality improvement strategies 

An addltlonal area for management asststance is the relationship between the central clty and 
surrounding cities in developing, financing and operating reglonal water and wastewater facilities 
Types of assistance might include workshops on sustainable urban development, regional 



cooperation, analysis of key issues of regional concern and ldentlfication of policy options, and 
assistance in developing informal mechanisms for communlcatlon among jurisdictions 

2) zmvrovements zn management and budgettng 

There is also considerable interest from the cities in general improvements budgeting and in the 
management and operations of the city There is concern specifically that the budget is not clearly 
organized and IS difficult for elected officials, operations managers, citlzens and other users to see 
total expenditures for types of activities Budgets are not consolidated and thus do not reflect all 
public expenditures in one document Since public utilities are operated by semi-autonomous 
agencies, ~t is difficult to assess the total city commitments and flow of funds Several citles 
indicated an interest In revising the form of their budgets to fully reflect all the expenditures that 
the clty controls, including public ut~lity companies 

There is currently no performance information in the budgets and many are interested in a budget 
that is more like a program budget than the current llne ltem budget 

Clties do not currently have a capital budget to assist in the planning for and financing of public 
infrastructure 

Management and information systems to support budget changes will be necessary to fully 
~mplement improvements 

The types of assistance that might be useful to address these concerns are use of fund 
accounting, development of alternative budget formats that are closer to program budgeting, 
revlsed accounting and reporting systems to track budget performance, the development of a 
capltal budget, revision of budget development and review process to make them clearer and 
more inclusive, and assistance in restructuring the budgets and the reporting systems that monitor 
the budget 

These opportunities also contaln the possibility of involving citizens in new ways in local 
government Opportunities are great to foster a customer orientation in services and to increase 
the amount and effectiveness of citizen participation in planning and decislon making 

3) economzc development 

Cities also expressed interest in economic development Specific types of assistance that might 
address this area are such things as information of the different roles of municipalities in 
economlc development, development and analysis of lnformatlon on current and potential 
businesses and industries, identification of opportunities for public-pr~vate partnerships, 
development of marketing lnformatlon and strategies, identification of opportunities for regional 
and natlonal cooperation rn economic development, establishment or improvements in municipal 
economic development offices 



4) developzng a revzsed master plan for metropoktan development 

Another opportunity for assistance is the requirement of both cities and counties to update their 
master plans by 1996 Using the planning process as a means of thinking and acting strategically 
to create economic and social opportunities would be a way to integrate many of the concerns 
expressed by cities for management improvements, infrastructure planning, economic 
development and better relations with surrounding cities and the county 

The types of assistance might include ways of involving citizens in the planning process, 
sustainable urban development strategies, analysis of physical, economic and social trends in the 
metropolitan area, descnption of alternative types of planning documents and processes and 
alternative strategies for implementation of plans 

5) developtn~ an effectcve vozce for local government zn nahonalpolzcv and an 
effecttve mechanzsm to share ldeas among cztces 

Although the national law on local self-government specifically provldes for association of cities, 
no effective organization currently exlsts The informal meeting of some cities is talung place 
with positive reactions from the participants An opportunity exists to address these concerns of 
cities by assisting in the formation of an association of cities that would serve the dual purpose of 
communication of clty positions on national policies and sharing ideas and innovations among 
cities The type of assistance that might be provided includes such things as information on 
similar associations in other countries, workshops of interested cities to develop organizational 
structure and purpose, and development of program meetings to exchange ideas and information 

Leveragzng Other Resources 

The RHUDO in Warsaw has several technical resources available to assist in this project, based 
on USAID's work in Central and Eastern Europe since 1990 These include, but are not limited 
to, the following 

1 Infrastructure credit application, a model format for developing information to 
support financing 

2 Manual to develop a program or task orlented city budget 

3 Capital Investment Planning workbook 

4 Solid Waste, Water and Wastewater Operations manuals 

5 Citizen partrcipatlon in landfill siting 



6 Local environmental management issues 

7 Privatization Pnvate participation in public services 

8 Local economic development tools 

9 Roles of public officials in economic development 

10 Media and public relations in local government 

11 Case study in the Council/Manager form of government in Poland 

12 Asset Management in cities 

These resources, as well as others developed for Eastern Europe, Russia, and the Newly 
Independent Sates, will accelerate the assistance to Croatia 

Resulent Advlsors and Short-Term Asszstance 

The cities generally are very interested in working with USAID to improve operations The 
climate is good for effective technical assistance because the citles have capable personnel and are 
already working to improve varlous city functions 

Two long term resident advisors are recommended to implement this project 

It is important to have long-term advisors to develop relationships with the cities that will make 
the partnerships work Long term (two years) advisors in municipal management and finance 
will work collaboratively with city counterparts to address specific problems Advisors would 
coordinate project activities, provide technical assistance and maintain contact with cities 

Because of the geographic separation of the citles and the special needs of the Eastern Sector, ~t 
would be helpful to locate one advisor in Zagreb and the second advisor in Osijek The Zagreb 
advisor could work principally wlth Zagreb, Rijeka and Split and the second advisor could work 
with Osijek and Sector East Close coordination between the advisors will be important to the 
success of the project 

As required, short term advisors will be brought in to work on speclfic topics Wherever possible, 
local resources will also be used to assist cities to use and develop resources that will be available 
even after USAID assistance is completed The short term advisors can supplement the technical 
knowledge and workload of the resident advisors and help build the capacity of local resources 
It is appropriate for some short term advisors to make repeated v~sits over the entire term of the 
project to complete tasks that take more time than a typical two or three week assignment In 



addition, continuity in selected short term advisors would facilitate good working partnerships 
w~th the cities Short term advisors could be used for any of the activities descr~bed in the 
recommended areas of concentration Since additional areas of interest will be identified once 
resident advisors are In place, short term hdvisors can also be used to respond to those needs 

In summary, the opportunities for effective collaboration and technical asqistance with Croatian 
cities are substantial The clties are Interested in working with USAID and would benefit by the 
technical assistance that USAID can offer 
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LIST OF CONTACTS 

The Ministry of Construction, Houging dnd Environmental Protection 
Address Republike Austnje 20 
The Mlnistry of Administration 
Republike Austrije 16 
Phone 182-185 Fax 182-194 
4 Mr Antun Palaric, Deputy Miniqter 
4 Ms Miskovic 

The Citv of Osijek 

City Government 
Franje Kuhaca 9, Osijek 3 1000 
Phone 128-128, Fax 128-140 
4 Mr Herman, Deputy Mayor, Member of the City Government 
4 Mr Zeljko Koslu, Member of the City Government, Head of Urban Planning and 

Construction Department 
4 Mr Ivan Domanovac, Deputy Houslng and Communal Services Department 
+ Ms Petra Nljemcevlc, Head, Financial Department 
4 Ms Jasminka Novak-Kovac, Head, Urban Planning, Construction and Environmental 

Protectlon Department 
4 Mr Vladimlr Bucevlc, Member of the City Government, Head of Economic Department 

University of Osijek 
4 Ms Medanc, Civil Engineering Faculty 

City Water Company 
Poljski out 1 1 
Phone 125-899, Fax 124-65 1 
4 Mr Ljubomir Novoselic, mg Manager 

@ Fund for Housing and Communals Servlces 
U1 Franje Krizme 18 
Phone 123-334, Fax 24-822 
4 Mr Stjepan Sill 
+ Mr Goran Ozbolt 
+ Mr Vladimir Jurkovic 

Institute for Urban Plann~ng and Development 
Setalrste Kardinala Franje Sepera 12 
Phone 145-9 1 1 

a 



Holding Novalic, City Bank 
Setaliste Kardlnala Franje Sepera 12 
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LIST OF DOCUMENTS 

Laws and Regulations Published in "Narodne Novine ' 

Zakon o proracunu prosinac 1994 
Law on Budget, In English 

Zakon o Gradu Zagrebu, prosinac 1992 
Law on the City of Zagreb, December 1992 

Decision on Scheduling the Elections for Representatives to the House of Representatives of the 
Parliament of the Republic of Croatia, in English 

The Constitution of the Republic of Croatia, in English 

The Law on Croatian Citizenship, in English 

The Law on Elections of Representatives to the Parliament of the Republic of Croatia (Amended 
Text) in English 

The Law on Voting Units for the House of Represencatlves of Parliament of the Republic of 
Croatia 

Env~ronmental Protect~on Acts 

Physical Planning, in English 

Construction Act, In English 

Zakon o zastiti okolisa, studeni 1994 
Law on Env~ronmental Protection. November 1994 

Zakon o zastiti prirode, travanj 1994 
Nature Protection Act, April 1994 

Zakon o zastiti zraka, srpanj 1995 
Air Protection Act, July, 1995 

Zakon o zastiti od buke, travanj 1990 
Law on Protection from Noise, April 1990 



Croatla-Munlclpal Environmental Infrastructure Inbestment Program Fact-Finding Mlsslon 
February-March 1995, Including Technical Aspects Report, March 1995 ( ~ n  English) 

Laws on Communal Services 

Zakon o otpadu, svibanj 1995 
Law on Collect~on Of Waste, May, 1995 

Zakon o komunalnom gospodarstva, srpanj 1995 
Law on F'ubllc Utlllty Management, July, 1995 

Zakon o frnanciranju vodnog gospodarstva, proslnac 1995 
Law on Financing Water Management, December 1995 

Zakon o grobljima, llpanj 1965 
Law on Cemeteries, June, 1995 

Laws on Transportation and Communications 

Zakon o unutarnjem cestovnom prometu, studeni 1993 
Law on Domestic Transportation, November 1993 

Zakon o hrvatskm ze 1 jeznicama, srpanj 1994 
Law on Croatlan Railways, July, 1994 

Ziikon o cestama, listopad 199 1 
Law on Roads, October, 1991 

Zakon o posti, srpanj 1994 
Law on Mail Servlce, July 1994 

Zakon o telekomunlkacljama, lipanj 1994 
Law on Telecommun~cat~ons, June 1994 

Laws on Housing and Land Use 

Zakon o stambenim odnoslma, prosinac 1985 
Housing Law, December, 1985 

Zakon o izmjenl Zakona o stambenim odnoslma, llstopad 1986 
Amendments on Law on Housing, October, 1986 

Zakon lzmjeni I dopuni Zakona o Hrvatskom foundu za privatizac~ju, srpanj 1993 



Law on Amendments to the Law on the Croatian Privatization Fund, 
July 1993 

Zakon o dopunama Zakona o stambenim odnosima, srpanj 1993 
Law on Amendments to the Housing Law July 1993 

Uredba o koristenju sredstava amortizacije stanova 1 stambenih zgrada, veljaca 1994 Ordinance 
on the Use of Depreciation Funds of Apartments and Residential Buildings February, 1994 

Uredba o koristenju sredstava amortizacije stanova 1 stambenih zgrada, veljaca 1995 Ordinance 
on the Use of Depreciation Funds of Apartments and Residential Buildings, February, 1995 

Zakon o prenamijeni zajednichh prostorija u stanove, rujan 1988 Law on Transformation of 
Common Premises into Apartments, September, 1988 

Zakon o prodaji stanova na kojima postoji stanarsko pravo, lipanj 1992 
Law on Sale of Apartments With Tenancy Right, June 1992 

Prijedlog Zakona o upravljanju stambenim zgradama, Ministarstvo prostornog uredjenja, graditeljstva 1 

stanovanja, veljaca 1996 Draft of the Law on Housing management, Ministry of Physical Planning, 
Construction and Housing, February 1996 

Nacrt Zakona o upravljanju stambenim zakonima 
Draft, Residential Buildings Management Act (proposal) (in English) 

Zakon o fondovima u stambenom 1 komunalnom gospodarstvu, prosinac 1995 
Law on Funds in Housing and Public Utility Management, December, 1995 

Zakon o gradjenju 
Construction Act, November, 1992 (in English) 

Zakon o izmjenama i dopunama Zakona o gradjenju, svibanj 1995 Amendments on the Construction Act 
May 1995 

Zakon o gradjevinskom zemljistu, studeni 1988 
Law on Building Land, November 1988 

Zakon o rzmjenama i dopunama Zakona o gradjevinskom zemljistu, travanj 1990 
Amendments on the Law on Building Land, Aprrl, 1990 

Zakon o prostornom uredjenju, ozujak 1994 
Physical Planning Act (in English) , March, 1994 



Local Government and Self-Government 

Zakon o financiranju jedinica lokalne samouprave 1 uprave prosinac 1993 
Law on Financing Units of Local Self-Government and Local Government, December 1993 (in English) 

Zakon o sustavu drzanve uprave, kolovoz 1993 
System of Public Administration Act, August 1993 (In English) 

Zakon o lokalnoj samoupravi 1 upravi, prosinac 1992 
Law on Local Government and Self-Government, December 1992 

Law on Local Self-Government and Administration (Amended Text) (in English) 

Law on Election of Representative Bodies of Local Self-Government and Administration Unltes (Amended 
Text) (in English) 

Law on Electoral Units for Members of Representawe Bodies of Newly Established Units of Local Self- 
Government and Administration on the Territory of County of Zagreb in English) 

Law on the County of Zagreb (in English) 

Other Documents 

Statisticlu godisnjak 
Statistical Yearbook of Croatia of 1995 (in English) 

Mjesecno Statisticko izvjesce 
Monthly Statistical Report, 1996 No 1 (in English) 

Statistical Information 1995 of Croatia, (in English) 

Central Government Budget for 1996, Ministry of Finance, February 1996 

National Report on Environment and Development, Ministry of Environmental Protection, Physical Planning 
and Housing, October 1994 (in English) 

Zeleni telefon, Godisnji izvjestaj, 1994195 
The Green Telephone, Green Action Annual Report 1994195 NGO 

Principal Acts Regulating Elections (The Electlon Commission of the Republic of Croatia), October 1995) 

Prvl Hrvatski financijski forum, Zagreb, veljaca 196 Katalog, Infolnvest, Zagreb, 1996 
First Croatian Financial Forum, Zagreb, February 1996, catalogue, Infoinvest, Zagreb 1996 



Odluka o izmjenama 1 dopunama Odluke o privremenom uqtrojstvu 1 djelokrugu upravnin odjela 1 sluzbi 
Zupanije primorsko-goranske, 1994 
Ordinance on Amendments of Previous Decision on Temporary Organization and Scope of Activities of 
Administrative Departments and Services of the Goransko-Primorska County, March, 1994 

Zagreb 

Dokument pripremljen za misiju ozujak 1996 - Gradjenje 1 problem1 lokacijskih dozvola u gradu, ozujak 
1996 
Odgovori na upitnik dostavljen gradu, ozujak 1996 
Document Prepared for the March 1996 Mission - Construction and Problems of Building Permits in the 
City, March 1996 
Answers to Questionnaire Addresses to the Clty Government, March 1996 

Statisticlu ljetopis Zagreba, 1995 
Statistical Yeanbcck of Zagreb, 1995 

Privremeni financijskl program, prijedlog sijecanj 1996 
Temporary financial program (draft), January 1996 

Program, opremanja gradjevlnskog zemljista instalacijama I uredjajlma komunalne infrastrukture, Prijedlog, 
1996 
Draft program on Reconstruction of Building Land wlth Installations and Public Utility Equipment, 1996 

Cetiri godine komunalnog uspona, 199 1 - 1994 Komunalini Vjesnik, lipanj 1995 
Four Years of Municipal Progress 199 1 - 1994, Komunalni vjesnik (Municipal Gazette), June 1995 

Stanje komunalne infrastrukture u Zagrebu, 1991 1 1995, usporedni prikaz, Komunalni Vjesnik, sijecanj 
1996 
Situation in Municipal Infrastructure in Zagreb, 1991-1995, Parallel Review, Komunalni Vjesnik, January 
1996 

Program rada gradskih javnih poduzeca za 1995, s osvrtom na ostvarivanje Programa rada za 1994, 
Komunalni vjesnik, svibanj 1995 
Working Program of Public City Enterprises for 1995, with an Accomplishment Review of Work for 1994, 
Komunalni Vjesnik May, 1995 

Zagrebacka obnova 199 1-1 995 (Zagreb u brojkama), Komunalni vjesnlk, br 128 
The Zagreb Reconstruction 199 1 - 1995 (Zagreb in Numbers), Komunalni Vjesnik, no 128 

Zagrebacka zupanija Komunalni vjesnik br 128 
The Zagreb County, Komunalni Vjesnik no 128 



The Zagreb County Act, September 1995 (in Engl~sh) 

Izvijesce o lzvrsenju Financ~jskog plana 1 Programa radova za 1994, Komunallni vjesnik, travanj 1995 
Report on Implementation of the Financial Plan and Program of Working A c t ~ v ~ t ~ e s  for 1994, Komunaln~ 
Vjesnik, April 1995 

Flnancijsk~ plan 1 program radova Fonda grada Zagreba za vodoprivredu, promet, stambeno 1 komunalno 
gospodarstvo za 1994 Prljedlog, Komunalni vjesnik, ozujak 1994 
Financ~al Plan and Activ~ty Program of the Fund of the City of Zagreb for Water Management, 
transportation, Housing and Publlc Utility Services for 1994, Draft, Komunalni Vjesnlk, March, 1994 

Odluka o izmjenl 1 dopuni financ~jskog plana Fonda grada Zagreba za vodoprivredu, promet, starnbeno 1 

komunalno gospodarstvo za 1995 Komunalni vjesnik br 130, studeni 1995 
Decision on Amendments of the Financial Plan of the City of Zagreb for Water Management, Transportation 
Housing and Publlc Utility Serv~ces for 1995, Komunalni Vjesnlk no 130, November 1995 

Privremeni financijslu plan I program radova Fonda grada Zagreba za vodoprivredu, promet, stambeno I 
komunalno gospodarstvo za 1996 Komunalnl vjesnik br 13 1, prosinac 1995 (in English) 
Temporary Financ~al Plan and Activity Program of the Fund of the C ~ t y  of Zagreb Water Management, 
Transportation Housing and Public ut111ty Se--vices for 1996 Komunaln~ Vjesnik no 13 1, December 
1995 (In English) 

Temeljne odrednice razvitka grada Zagreba, radn~ materijal, Komunalni vjesnik, 1994 
Basic Guidelines of Development of the City of Zagreb, Worklng Material, Komunaln~ Vjesnlk, 1994 

Proracun Grada Zagreba za 1994, Sluzben~ glasnik grada Zagreba, ozujak 1994 
Budget of the City of Zagreb for 1994 (in English) 

Godisnji obracun Proracuna Grada Zagreba za 1994, Sluzbeni glasn~k, 1995 
Annual Budgetary Calculations of the City of Zagreb for 1994, Official Gazette, 1995 

Decision on Temporary Financing of the C ~ t y  of Zagreb for the Per~od January-March 1996, with the 
Budget-, January 1996 (In English) 

Program rada gradskog poglavarstva 199411 997, lipanj 1994 
Program of Activities of the City Executive Council for 1994- 1997, June 1994 

Izvjesce o radu gradskog poglavarstva za 1994 I p I Ian rada za 1995 (Sazetak), ozujak I995 
Report on Activities of the City Executive Ccuncil for 1994 and Working Plan for 1995 (Summary), March 
1995 

Program rada gradsk~h javnih poduzeca za 1994, ozujak 1995 Program of Act~vit~es of Publlc Enterprises 
for 1994, March 1995 



Program rada gradskih javnih poduzeca za 1995, s osvrtom na ostvarenje Programa rada za 1994, travanj 
1995 
Program of Activities of Public Enterprises for 1995 with a Review of Program Accomplishment for 1994, 
April 1995 

Polltika kvalitete I smjernlce za kvalitetu usluga u javnom gospodarstvu grada Zagreba, travanj 1994 
Quality Policy and Guidelines for Service Quallty in Public Economy of the Clty of Zagreb, April 1994 

Energija u strategljl razvitka Grada Zagreba, llpanj 1992 
Energy in Development Strategy of the City of Zagreb, June 1992 

Energetska bllanca grada Zagreba za 1995, svibanj 1995 
Energy Balance Sheet of the City of Zagreb for 1995, May 1995 

Odluka o izmjeni I dopuni Odluke o donosenju Prostornog plana Grada Zagreba, Sluzbeni glasnik, studeni 
1995 
Decision on Amendments of Previous Decislon on Physlcal Plan of the City of Zagreb, Officlal Gazette, 
November 1995 

Odluka o prlvremenom financlranju Grada Zagreba za razdoblje sijecnja I ozujka 1996, Sluzben~ glasnik 
studeni 1996 
Decision on Temporary Financing of the City of Zagreb for January through March 1996, Official Gazette, 
January 1996 

Sanacija deponlja, Gospodarstvo 1 okolis, studeni 1995 
Dump Reconstruction, Economy and Environment, November 1995 

Jakusevac Dump Site Reconstruction, OZG Waste Management and Environmental Protection Company (in 
English) 
Reconstruction of the Jakusevac Dump, OZG Waste management and Environmental Protection Company 
(in Engllsh) 

Izdavanje gradlevinsluh dozvola 
Building Permit Issuance (document prepared for the mission in March 1996) 

A Map of the Zagreb County with the population data 

The City Master Plan (Map) 

Komunalni sustav grada Rijeke 



Communal System of Rijeka (Structure, Laws Regulations) 

Ekonomska podloga za realizaciju provedbenog urbanistickog plana 
Starog Grada, Rijeka, listopad 1994 
Economic Foiundations for Accomplishment of Urban Plan for the Old City, R~jeka, October 1994 

Analiza zak 1 jucaka susreta gradova Republike Hrvatske (srpanj 1993 - Iistopad, 1995) 
An Analysls of Conclusions from the Meeting of Cities of the Republic of Croatia (July 1993 - October 
1995) 

Upravljanje komunalnom lnfrastrukturom - Komparativna analiza gradova Hrvatske, 1995 
Municipal Infrastructure Management - A Comparative Analysis of the Cities in Croatia, 1995 

Budjet Grada Rijeke za 1995, sljecanj 1995 
The Budget of the City of Rijeka for 1995, January 1995 

Budjet grada Rijeke za 1996, prosinac 1995 
The Budget of the City of Rijeka for 1995, December 1995 

Upravljanje komunalnom infrastrukturom, dokument grada pripremljen 1995 
Municipal Infrastructure Management, a City Document prepared in 1995 

Izmjene 1 dopune ustrojstva gradske samouprave 1 uprave (Draft), rujan 1995 
Amendments of Organization of the City Self-Government and Government (Draft), September 1995 

Izvjesce o prihodima I rashodima, potrazivanjima 1 obavesama I stanju sredstava fonda za 1994 (zavrsni 
racun 1994), ozujak 1995 

Odluka o financiranju izgradnje komunalnih objekata 1 uredjaja, 1993 
Decision on Financing the Construction of Public Utillty Structures and Equipment, 1993 

Zupanija Splltsko-Dalmatinska Ostvarenje prihoda opclnelgrada od 1 - 12 mjeseca 1995 (tabela) 
The Splitsko-Dalmantinska County Realization of Revenues of the MunicipalityICity from 1 - 12th Month 
1995 (table) 

Struktura izvora sredstava za financiranje izgradnje komunalnih objekata 1 uredjaja u 1996 godin1 
Structure of Fund Sources for Financing of Construction of Public Utility Structures and Equipment in 1996 

Structure of the City of Osijek - number of people employed ( ~ n  English) 



Budjet grada Osijeka za 1996 
Budget of the City of Osljek for 1996 (in English) 

Istria 

Prospects of Bond Issuance of the county of Istria, INVESCO, December, 1994 (in English) 

Obveznice Istarske Zupanije, sijecanj 1995 
Bonds of the Istr~a County, January 1995 


