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Executive Summary 
 

• Croatia has, as a candidate country, access to all five IPA components. The 2007 
Annual Action Programme covers solely component I ‘transition assistance and 
institution building’. The total amount of IPA Component I funding comes to EUR 
45.4 Million. The political criteria is allocated EUR 5.6 million, funding under the 
economic criteria gets EUR 1.77 million, EUR 28.5 million is set aside for the ability 
to assume the obligations of membership and EUR 9.45 is allocated for supporting 
programmes. 

 

• Relating to Good governance and the rule of law, further efforts are required in the 
fight against corruption and this is, correctly, a primary goal. The lack of explicit 
targeted funding directed towards the sectoral reforms (judicial and public 
administration reform) needs to be rectified. Both corruption and the sectoral reforms 
have a bearing not only on good governance and the rule of law, but also on the 
general business climate. Explicit EU funding is required for an overall action plan on 
the implementation of the Constitutional Law on national minorities. Efforts also have 
to be made to align anti-discrimination policies with EU standards and to develop a 
comprehensive national strategy and action plan, which will also require pre-accession 
assistance. There is also no explicit funding directed towards aligning anti-
discrimination policies with EU standards and to develop a comprehensive national 
strategy. This is especially important as the 2007 Progress Report observed that 
existing legislation “is not being applied vigorously”. Funding also needs to be made 
available for the development of civil society who can have an important role in this 
policy area. Overall the parliamentary process has been positive in relation to the 
implementation of the 2007 Annual Action Programme. 

 
• Regarding Economic development and social cohesion, the 2007 Annual Action 

programme only tackles one of the stated Multi-Annual Indicative Programme goals in 
the improvement of the business environment. Further investment required in the other 
target areas should be rolled out as soon as possible in order to meet the Multi-Annual 
Indicative Programme’s goals. Overcoming these deficiencies is crucial for Croatia’s 
progress in negotiations with the EU. 

 
• In terms of the Ability to assume the obligations of membership, the support under the 

Component I on European standards is focused on institutional and administrative 
capacity building for acquis transposition and implementation in particular chapters. 
The analyses of priorities set in the Croatia 2007 Progress Report and the Accession 
Partnership with Croatia indicate some areas, such as postal services, food safety, 
fisheries, social and energy policy, the restructuring of governments role in industry, 
consumer and health protection and the implementation of Environmental Impact 
Assessments, which are not currently covered by IPA pre-accession assistance. 
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1. Introduction 

This paper provides for the analysis of the 2007 Annual Action Programme for Croatia under 
the EU’s Instrument for Pre-Accession (IPA) against the background of the Progress Report 
published by the European Commission in November 2007. In the Annual Action 
Programme, the European Commission outlined the EU’s pre-accession assistance for the 
year 2007.  

 
Croatia was granted the status of EU candidate country in June 2004. As a candidate country, 
Croatia has access to all five IPA-components.1 According to the European Commission’s 
Multi-annual Indicative Planning Document 2007-2009 (MIPD), pre-accession assistance for 
Croatia is oriented towards meeting the “accession criteria, i.e. the political and economic 
criteria, as well as the adoption, implementation and enforcement of the acquis 
communautaire. In addition, IPA assistance aims to support policy development as well as 
preparation for the implementation of the Community's common agricultural policy and the 
cohesion policy with a view to EU membership” (MIPD, p3).   
 

2. Political criteria: Good governance and the rule of law  

Under the political criteria, the 2007 Annual Action Programme focuses strongly on the fight 
against corruption. This goal is addressed under two projects, "Strengthening Capacities of 
USKOK" and "Improving Anti- Corruption Inter-Agency Cooperation", with EUR 3.7 million 
allocated. Through the project “Capacity Building for Personal Data Protection”, the 
secondary priority area of human rights and the protection of minorities is tackled with EUR 
1.89 million assigned towards the strengthening of the Croatian Agency for Protection of 
Personal Data. The three projects concentrate on improving the institutional and 
administrative capacity.  

 
 

Overall the level of funding under the priority axis of political criteria is quite low at EUR 5.6 
million when compared to the funds allocated to other Component I priority axes such as the 
ability to assume the obligations of membership. While noting the progress achieved, the 
2007 Progress Report did highlight the need for a greater effort in the tackling of corruption, 
namely in the prevention, detection and prosecution of corruption (Progress Report 2007, 
p10). The document also called for efforts to be increased at all levels, as corruption remains 
widespread. It is therefore understandable that such a large portion of the Component I 
funding under the political criteria is directed to combat such a challenging priority area. 
Corruption is a cross cutting issue that needs to be taken into account in all projects and at all 
levels of the administration, including in the sectoral reforms mentioned below. What is also 
needed is the political will to carry through with prosecutions and in the implementation of a 
coordinated and non-partisan anti–corruption programme. 

 

                                                 
1 The five components under the EU’s Instrument for Pre-Accession are component I: transition assistance and 
institution building; component II: cross-border cooperation; component III: regional development; component 
IV: human resources development; and component V: rural development. 
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The MIPD identifies the fight against corruption as one of the areas where pre-accession 
assistance will be focused. The other areas that are mentioned are the reform of the public 
administration, the reform of the judiciary and support for minorities and the civil society. 
The 2006 Progress Report did note that in terms of the political criteria, Croatia has no major 
difficulties and that progress had been made but that further efforts were needed. The MIPD 
paints a slightly different picture, correctly noting that significant improvements are 
indispensable in these areas as a base for the full implementation of the acquis. In the Annual 
Action Programme, there is no funding set aside for any of these objectives under the Priority 
Axis 1. The sectoral reforms were highlighted in the 2007 Progress Report as areas in need of 
attention. The Progress Report observed that “limited progress has been made on Public 
administration Reform” (Progress Report 2007, p8) and that while there have been 
improvements in the functioning of the judiciary, i.e. reducing the case backlog, progress is 
still judged to be insufficient. The lack of pre-accession assistance under Component I in 
these areas could be explained by the fact that there were projects implemented through the 
CARDS and PHARE programmes. However, there is a need to continue this through IPA. 
Both the public administration reform and the judicial reform (along with the fight against 
corruption) have potential positive spill over effects for the general business environment so 
they should be awarded higher priority and Priority Axis 1 funding. 

 
 
According to the MIPD, “in the area of human rights and protection of minorities an 
appropriate legal framework is in place. Support will be provided to accelerate the 
implementation of legislation, to combat intolerance and to encourage reconciliation” (MIPD, 
p15). The 2007 Progress Report points out that “some progress has been made with regard to 
the implementation of the Constitutional Law on national minorities (CLNM)” (Progress 
Report 2007, p12). This was, however, qualified with the observation that “there is no overall 
action plan covering all bodies concerned by the CLNM to ensure its full implementation. 
Problems persist, particularly in terms of under-representation of minorities in state 
administration, the judiciary and the police. A long-term strategy to implement the CLNM's 
minority employment provisions is lacking” (IBID). Despite being an explicit MIPD goal and 
a problem area in the Progress Report, there is no Component I pre-accession assistance 
targeted towards this area apart from EUR 1.89 million assigned towards the strengthening of 
the Croatian Agency for Protection of Personal Data. The lack of an overall action plan for 
the implementation of the CLNM would appear to be a major oversight, one which should be 
remedied as soon as possible. 

 
 
The 2007 Annual Action Programme has no targeted financial support for anti-discrimination 
policies even though the European Commission’s 2007 Progress Report stated that there has 
been limited progress in the area and that the level of protection against discrimination in 
practice and its judicial prosecution is still not in line with EU standards  (Progress Report 
2007, p 12). The Report also notes that a comprehensive national strategy and action plan on 
all forms of discrimination has not been adopted. The lack of a strategy and action plan only 
receives a brief mention in vague terms in the MIPD where “support can be made available… 
a main vehicle for support in the above mentioned areas will be civil society development and 
dialogue” (MIPD, p15). Again there is no explicit allocation of funding directed towards the 
development of civil society even though civil society can make a meaningful contribution in 
this policy area (and in others such as the fight against corruption). If anti-discrimination is to 
be taken seriously as an issue there needs to be targeted EU funding for a national strategy 
and action plan. For there to be progress in this area, it would appear that EU leadership is 
required because the 2007 Progress Report observed that “existing anti-discrimination 
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legislation is not being applied vigorously” (Progress Report 2007, p 12).  
 
 
The Croatian Parliament plays an active role in the implementation of IPA funds through 
giving assent to the framework IPA documents, while reports on the implementation of the 
overall EU technical assistance are evaluated every six months. The relevant parliamentary 
committees monitor, within the limits of their competence, specific aspects of 
implementation. However, no major issues regarding the IPA programme were debated since 
the programme’s inception. The Parliament has not impeded or delayed the IPA 
implementation process meaning that domestic politics does not have any significant affect on 
pre-accession funding. As negotiations with the EU are entering their most demanding phase, 
Parliament is primarily focused on issues such as legal harmonisation and the monitoring of 
the negotiations. 

 

3. Economic criteria: Economic development and social cohesion 

 
According to overall economic development and key economic indicators, Croatia is well 
above the average of the Stabilization and Association Process countries, being at 52% of the 
average EU-27 GDP in purchasing power standards (Eurostat, 2008). Furthermore, in 2006 
Croatia had an average GDP growth rate of 4.8%; the inflation rate of 3.2% was moderate, the 
unemployment rate decreased to 11.2%, the employment rate was 43.6%, external debt as a 
ratio of GDP reached 85.5% and public debt 46.6% of GDP (Croatian National Bank, 2008). 
Macroeconomic stability has been maintained, providing the climate of stability and 
predictability, thus supporting the market mechanisms. 

 
 
The 2007 Annual Action Programme gives priority to the ability to assume the obligation of 
membership (EUR 28.5 million) rather than to functioning market criterion (EUR 1.77 
million). This is the logical outcome of the fact that Croatia was considered to be a 
functioning market economy since getting the Avis in 2004, where it is expected that it should 
be able to cope with the competitive pressure and market force within the Union in the 
medium term, provided that it continues implementing its reform programme to remove the 
remaining weaknesses (Progress Report 2007). The MIPD has the goal of “supporting 
structural reforms and economic development, particular in public finance, economic 
restructuring, and improving the business environment, especially as regards the SME sector” 
(MIPD, p5). Of these goals, only improving the business environment is dealt with under 
Component I Priority Axis 2 funding. Further investment in the other target areas is required 
in order to meet the stated MIPD goals. Despite this, the economy will benefit to a degree 
from financial support made through other component I funding such as through areas 
covered by the ability to assume the obligations of membership criteria (e.g. in the areas of 
Competition Policy, Information Society ad Media and Customs Union) or the fight against 
corruption. 

 
 
Under IPA Component I, EU assistance for 2007 for the economic criteria is focused on the 
improvement of business environment through the development of Regulatory Impact 
Assessment (RIA) within the Priority axis 2. It is in line with the need to develop an efficient, 
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accountable and user oriented public administration service and to develop a modern 
regulatory system based on RIA methodology.  

 
 
While Croatia is thought to have a fully functioning market economy, the key challenges 
identified in the 2007 Progress Report are a relatively high unemployment rate, the ensuring 
of lasting fiscal consolidation, reducing state interventions in the enterprise sector, 
particularly in shipbuilding, and strengthening the equity and bond markets. The overall 
progress in the restructuring and privatisation of large loss-making state-owned companies 
was estimated to be rather slow. Future programmes under Component I should be more 
focused to help overcoming the deficiencies that have been identified by both the 2007 
Progress Report and the MIPD, namely in the structural reforms which are crucial for 
Croatia’s progress in negotiations with the EU.  

 
 
Although Component IV deals with human resources development (primarily in the context 
of preparations for the European Social Fund, in the area of social cohesion for the purpose of 
meeting the objectives of the European Employment Strategy); building of human capacity 
for the management of IPA projects should be increasingly incorporated in the Component I 
funding as well, particularly in the context of capacity building for managing the funds. This 
need is even more acute at local level, and particularly in the Eastern part of the country. In 
this context, institutional capacity building as a preparation for the remaining EU Structural 
funds should be incorporated in the Component I.  

 

4. European standards: Ability to assume the obligations of 
membership 

The majority of Component I funding (EUR 28.5 million) is allocated towards the adoption 
and the implementation of the acquis communautaire. The MIPD notes that in many cases 
(despite recent progress) administrative capacity constraints hamper further legislative 
alignment. The document points out that the key areas of challenge lie in chapters such as 
“Free movement of capital, competition policy, public procurement, agriculture, justice, 
freedom and security, judiciary and fundamental rights and environment” (MIPD, p5). The 
support under Component I funding on European standards aims to support the sectoral 
reforms in particular areas (those that are not covered by other IPA components). The 
analyses of priorities set in the Croatia 2007 Progress Report and the Accession Partnership 
with Croatia indicate some areas which are not covered by IPA pre-accession assistance. 
These areas are included below. 

 
 
Croatia’s 2007 Progress Report notes the low level of funding and administrative capacity of 
the national regulatory authority for postal services. In the area of postal services, the national 
regulatory authority should put emphasis on further strengthening of administrative capacity 
to ensure the ability to incorporate the necessary higher level of EU funding. 

 
 
Regarding freedom of movement for workers, both the Croatia 2007 Progress Report and the  
Accession Partnership emphasise the importance of including participation in the EURES 
network, the coordination of social security systems, the introduction of the European health 
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insurance card and the abolition of any discriminatory measures towards EU migrant workers 
and EU citizens into the future assistance projects. 

 
In the area of food safety, veterinary and phytosanitary policy, considerable efforts are 
required in order to accelerate the preparations of secondary legislation and to ensure that the 
administrative capacity is further strengthened. 

 
 
The Accession Partnership stresses the importance of strengthening administrative and, in 
particular, inspection structures for fisheries policy and improvement of the collection of 
catch and landing data. The infrastructure for marine fisheries in terms of upgrading the 
existing traditional landing places and establishing designated fishing ports in each of the 
coastal counties that would be in line with the acquis as well as improving the system of 
marketing facilities still needs significant investment. It is also important to complete the 
computerised fishing vessel register and establish a satellite-based vessel monitoring system. 
These issues are important after the question of protected fishing and ecological zone (a so 
called ZERP) has been solved. 

 
 
Croatia’s 2007 Progress Report and Accession Partnership emphasise the importance of 
including the following issues in the future projects of supporting the energy policy: gas 
market, Energy Community Treaty (ECT), fulfilment of obligations from ECT and 
administrative capacity and implementation of acquis – security of supply. 

 
 
Regarding employment and social policy there are some areas where IPA support would be 
needed. Shortcomings persist as regards legal alignment and administrative capacity 
regarding labour legislation. Social dialogue also needs to be further strengthened. In the case 
of people with disabilities, budgetary constraints continue to limit the scope of their rights to 
health and special care and social integration. The pension and healthcare systems are not yet 
financially sustainable or socially effective. 

 
 
In terms of enterprise and industrial policy, the 2007 Accession Partnership and the 2007 
Progress Report indicate required improvements of the institutional framework for 
privatisation, implementation of the comprehensive industrial policy strategy. Restructuring 
of loss-making state-owned enterprises and reducing the amount of subsidies and state 
intervention in the enterprise sector are of a vital importance. One of the highest priorities 
within this is the restructuring of the shipbuilding industry, which is not covered and would 
need project development within Component I.  

 
 
Consumer and health protection (health sector) is the area where the priorities of the 
Accession Partnership stress the need to ensure adequate administrative structures and 
enforcement capacity. Continued efforts are required to align legislation with the acquis and 
to implement and enforce it effectively in the field of mental health; the community-based 
services are not sufficiently developed as an alternative to institutionalisation, and financial 
resources allocated to mental healthcare are scarce.  
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Croatia's participation in Community Programmes is particularly important for civil society 
dialogue, and has been a priority of pre-accession assistance since 2005. Actions to be 
financed under IPA in this area will be building on previous experiences while preparatory 
Measures for the Lifelong Learning and Youth in Action programmes will build on previous 
experiences with other candidate countries.   

 
 
Civil society is one of the major cross-cutting issues throughout the IPA components as 
envisaged by the MIPD, understood as including employer's organisation, trade unions, 
associations of local self governance as well as the other NGOs. It would therefore be 
advisable that the steering committees, responsible for the oversight of each component, 
include a competent representative of the civil society (in addition to experts from other areas) 
with a mandate to monitor the integration of these cross-cutting issues into the IPA 
component. 

 
 
Another cross-cutting issue is the environmental consideration, which should be duly 
reflected in all IPA financed activities, in particular regarding the projects requiring 
Environmental Impact Assessments. In the area of environment, Croatia 2007 Progress 
Report and Accession Partnership emphasise the importance of including the following issues 
in the future projects: genetically modified organisms (GMO), noise control and forestry. 

 

5. Conclusions and recommendations  

The aim of this paper has been to assess the 2007 Annual Action Programme for Croatia 
under the EU’s Instrument for Pre-Accession.  
 
As a candidate county, Croatia has received pre-accession support under all five IPA 
components in 2007. The 2007 Annual Action Programme outlines the funding available 
under Component I funding only. This funding amounted to some EUR 45.4 million, the 
majority of which was allocated towards the ability to assume the obligations of membership. 
In terms of assistance for meeting the political criteria, EU funding concentrated primarily on 
the fight against corruption and secondarily on human rights and the protection of minorities. 
As Croatia is considered to be a functioning market economy, funding under the economic 
criteria is very low and is focused on the improvement of business environment through the 
development of RIA. As regards the adoption and implementation of the acquis, priority was 
given to eight chapters, namely Competition Policy, Information Society and media, 
Agriculture, Energy, Social Policy and Employment, Justice, Freedom and Security, 
Environment and Customs Union. The last priority axes of the IPA assistance for 2007 
concerned support for administrative capacity building, project preparation and technical 
assistance in the support for institution building and SAA and acquis implementation.  
 
 
Based on these conclusions, the following recommendations can be given:   

• The lack of explicit targeted funding directed towards the sectoral reforms (judicial 
and public administration reform) needs to be rectified. The two areas were raised in 
the 2007 Progress Report as key challenges and they were also highlighted as MIPD 
goals. Further efforts are also required in the fight against corruption, as, according to 
the 2007 Progress Report, it remains widespread. Both corruption and the sectoral 
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reforms have a bearing not only on good governance and the rule of law, but also on 
the general business climate. 

 
• With regards to the functioning of the CLNM, the 2007 Progress Report observes that 

there is no overall action plan and that this is impeding on its implementation. Despite 
being an explicit MIPD goal and a problem area in the Progress Report, there is no 
Component I pre-accession assistance targeted towards this area apart from funding 
towards the strengthening of the Croatian Agency for Protection of Personal Data. 
This funding will not affect the functioning of the CLNM. Therefore explicit EU 
support is required for an overall action plan on the implementation of the CLNM. 

 
 
• To align anti-discrimination policies with EU standards and to develop a 

comprehensive national strategy and action plan will also require pre-accession 
assistance. While this is only briefly mentioned in vague terms in the MIPD, the 2007 
Progress Report raises it as an action point. Funding therefore should be made 
available to this area. Civil society also has to be incorporated in the overall strategy 
as they have an important role to play in this policy area. 

 
• In terms of Economic Development and Social Cohesion, the 2007 Annual Action 

programme only tackles one of the stated MIPD goals in the improvement of the 
business environment. Further investment is required in the other MIPD target areas, 
such as supporting structural reforms and economic development, particular in public 
finance and economic restructuring (particularly shipbuilding). 

 
• Future programmes under IPA Component I should be more focused on helping to 

overcoming the deficiencies in structural reforms (particularly the public finances) 
which are crucial for Croatia’s progress in negotiations with the EU. They should 
continue to provide support for the administrative capacity and institution building, 
human capital development for the project and acquis implementation.  

 
• Component I support under European standards aims to support the sectoral reforms in 

particular areas (those that are not covered by other IPA components). The analyses of 
priorities set in the Croatia 2007 Progress Report and the Accession Partnership with 
Croatia indicate some areas which are not covered by IPA pre-accession assistance. 

 
• Efforts need to be made to prepare Croatia in the production of Environmental Impact 

Assessments for future IPA projects. 
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