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1. INTRODUCTION 

In accordance with the EBRD Public Information Policy (PIP), the draft Strategy for Croatia 
was posted on the EBRD web site in English and Croatian for 45 calendar days from 15 April 
2013. The public was invited to submit comments on the draft Strategy no later than 31 May 
2013. For information, the previous Strategy covering the timeframe 2010-2013 was also 
made available on the web site in English and Croatian at 
http://www.ebrd.com/pages/country/croatia/strategy.shtml. During the consultation period the 
Bank received a comment in written format by the civil society organisation Green Action. 
 
Information about the public consultation process was posted on the EBRD’s dedicated 
webpage “Have your say”, which highlights the latest opportunities for public to comment on 
the Bank’s policies and strategies under review. In addition, targeted notifications of the 
consultation process were sent to local and international civil society organisations (CSOs) 
that have expressed interest in the Bank’s work in the country. The start of the review process 
was also advertised through Facebook and Twitter.  
 
On 21 March 2013, the Board of Directors met with representatives of civil society in Zagreb 
to discuss the main socio-economic and environmental challenges that the EBRD should take 
into consideration while operating in Croatia. The civil society organisations attending the 
meeting were Green Action, GONG, Transparency International and Women in Adria. In 
June 2013, the EBRD Political Counsellor for Croatia  held a number of meetings with 
representatives of civil society to discuss the Bank’s recently updated methodology for 
carrying out political assessments. 
 
The objective of this report is to summarize key comments received from the general public 
and civil society stakeholders during the consultation period dedicated to the review of the 
Bank’s Strategy for Croatia as well as to provide management responses to these comments.  
The Bank’s management reviewed all public comments and took them into account in the 
draft of the Strategy for Croatia as appropriate. The comments, which were received either in 
written or oral format, have been presented in this report to reflect the thematic structure of 
the Country Strategy. 
 
 
 
 



2. PUBLIC COMMENTS AND STAFF RESPONSES 

Reference Comment EBRD Response 

The Bank’s portfolio   

1. Implementation of the 
previous country strategy 

1.1 It is recommended to enhance the analysis on 
achievements and lessons learnt from EBRD 
investments in energy efficiency and renewable energy. 
For instance at page 6 it is mentioned that “Major 
resource efficiency and competitiveness enhancement 
investments have been implemented with Bank 
financing of two local oil refineries.” A EUR 210 
million loan was provided for this investment, so it 
would be advisable to provide details about the impact 
of the project’s implementation (E.g. reduction of CO2 
levels, compliance with EU standards, etc.). 

The EBRD financing of Industrija Nafte’s (INA) refineries 
modernization program is subject to a detailed operation 
performance assessment in 2013. The assessment of results 
achieved in terms of energy efficiency will represent a critical 
part of this exercise.  

 1.2 Regarding investments in renewable energy, the 
Strategy refers to a tentative investment in a large 
hydropower project, namely Ombla.  Although 
investments in hydropower are to be considered as 
renewable technology, these large investments provide 
no indication about the Bank’s financing of other 
renewable technologies that have taken place during the 
implementation of the previous country strategy. In 
addition, the biodiversity study mentioned in the 
Strategy is presented as supporting the implementation 
of the EU legislation. However, such study did not 
follow the national legal procedure, also with regards to 
public consultation. It is noted that the biodiversity 
study was perceived to fill the gaps of the existing 
Environmental Impact Assessment of the Ombla HPP 

The Strategy has been amended to reflect the comment. 

Although the loan for the Ombla hydropower plant project has 
been agreed to be cancelled by mutual agreement of HEP and the 
Bank in light of the biodiversity study, the revised text of the 
Strategy notes that ‘[…]the quality and robustness of the EU 
Habitat study could serve as a blueprint for ensuring further 
relevant investments in the country comply with the EU Habitat 
Directive, as Croatia is obliged to implement the EU 
environmental acquis upon accession to the European Union on 
1 July 2013.’ 

The EBRD also notes that as part of the social and environmental 
appraisal of projects, gaps assessments might be needed to 
identify gaps in already existing environmental and social impact 
assessments conducted prior to the EBRD potential financing or 



project. co-financing of a project.  

 1.3 The Strategy mentions the Croatian Railways Fleet 
Renewal Project which was cancelled during the 
implementation of the previous current strategy 
http://www.ebrd.com/pages/project/psd/2011/42798.sht
ml. However, more information should be provided to 
provide a better understanding about the lessons learnt 
from this cancelled project. 

The project with the Croatian Railways was cancelled due to 
changes in the overall railways strategy in Croatia, which would 
have involved a privatisation process not envisaged in the 
project. The EBRD is currently exploring new opportunities of 
financing in the Croatian railways sector.  

 1.4 The Strategy mentions the EBRD’s loan to Zagreb 
Holding, which was aimed at improving waste water 
services in the Croatian capital. However, no details are 
provided about the status and achievements of the loan. 

By mid-June 2013 the EBRD disbursed 50% of the loan agreed 
to Zagreb Holding. The EBRD in agreement with the client 
envisages disbursing an additional 15% of the loan by fall 2013. 
When 65% of the loan will be disbursed, the investment will be 
considered completed in view of the downscaling of the 
investment project.   

 1.5 The section on the implementation of the previous 
country strategy should also outline the Bank’s efforts 
in energy efficiency in public buildings and private 
households or otherwise provide a justification about 
why the Bank has not invested in this field. Also, the 
section should mention why the Bank has not carried 
out investments in renewable energy other than 
biomass. 

The section on the implementation of the previous country 
strategy is meant to provide an overview about main investment 
projects financed by the EBRD. The Bank welcomes suggestions 
and proposals of investment opportunities that during the 
previous country strategy cycle might have been overlooked.  

2. Transition Impact of the 
Bank’s portfolio 

2.1 The Strategy should give more information about 
what the Bank has achieved in relation to indicators that 
matter to the general public and what it plans to achieve 
in the forthcoming period. For instance the Bank should 
assess the impact of its investment projects on 
employment. 

The Bank monitors carefully the impact of its investment and 
other activities on a range of indicators. At the present time, 
these indicators relate to the impact of EBRD projects on 
systemic changes consistent with the Bank’s approach to 
facilitating market transition. The results framework for projects, 
TC and policy dialogue – and for country strategies – is currently 
under review. 



Operational environment     

3. Macroeconomic and 
structural reform context 

3.1 According to civil society the Banks should not 
insist on private sector management or ownership in 
sectors where real competition is unlikely to exist, like 
in transport and infrastructures, especially in small 
economies like Croatia. Until Croatia's decision-makers 
will implement a zero-tolerance policy against 
corruption, insisting on private sector management or 
ownership in infrastructure creates new opportunities 
for unfair contracts and outright corruption. 

The Bank believes that despite the size of a country’s economy 
competition can exist in a well-regulated environment even in 
sectors such as transport. This is also demonstrated by the 
experience of other countries where the Bank operates.  

The EBRD is strongly committed to accountability, integrity and 
anti-corruption. Fostering anti-corruption efforts in the countries 
where the Bank invests, supports the successful transition to 
market economy. For this reason the EBRD performs ‘corporate 
checks’ of prospective clients, investigate allegations of fraud, 
corruption and misconduct and address complaints from those 
adversely affected by EBRD operations. 

4. Energy efficiency and 
climate change context  

4.1 At page. 13 the Strategy states that “Energy 
efficiency plays an important role in Croatian energy 
policy.” It is noted that there is still room for 
improvement for Croatia in the field of energy 
efficiency. 

Croatian energy policy is in line with the EU Directives on 
energy efficiency and the EBRD recognizes the country’s efforts 
in energy efficiency while acknowledging that there is still room 
for improvement. At page 12 the Strategy highlights that ‘The 
country has made substantial progress towards creating a well-
functioning energy efficiency sector, but further efforts should be 
undertaken towards creating a sector-specific energy efficiency 
framework, compliant with the EU standards, as well as putting 
in place necessary implementation arrangements and ensuring 
appropriate capacity building.’ 

 4.2 At page 13 it is stated that “In 2008, an energy 
efficiency master plan was finished and an Act on 
Energy End-use Efficiency adopted. The National 
Energy Efficiency Action Plan (NEEAP) was prepared 
to comply with the requirements of the EU directive on 
energy end-use efficiency and energy services. This 
plan sets energy savings targets and proposes concrete 
measures and actions that would contribute to meeting 

The Strategy mentions the National Energy Efficiency Action 
Plan (NEEAP) of Croatia but does not enter into details 
regarding the different phases of the NEEAP. The first NEEAP 
was prepared in 2008 and adopted in 2010 (covering the period 
2008-2010), and the second NEEAP was prepared in 2011 and 
adopted in February 2013 (covering the period 2011-2013). The 
first NEEAP complied with the Directive 2006/32/EC of 5 April 
2006 on energy end-use efficiency and energy services which 



targets.” 

This section needs to be updated as the NEEAP was 
foreseen to run up to 2010.  

 

was later amended by the Directive 2012/27/EU of 25 October 
2012, which provides more guidance on how to increase EU’s 
energy efficiency by 20% by 2020. The late adoption of the 
energy efficiency action plans represents a trend in Europe, 
Croatia, however is in line with the requirements of the EU 
Directives. 

The second NEEAP also reported on achieved progress in the 
implementation of the first NEEAP as well as on other indirect 
impacts driven by technological progress. A third NEEAP is 
expected to cover the period 2014-2016 with possible extension 
to 2020. 

 4.3 At page 13 it is stated that “Significant potential for 
energy efficiency investments remains untapped in 
Croatia and a number of barriers still remain in the 
market.” It is noted that the Strategy should provide 
more information about barriers to energy efficiency.  

The objective of Country Strategies is to provide the strategic 
directions of EBRD investment in a given country and 
unfortunately a detailed analysis of the barriers at sectoral level 
cannot be provided. Among the main barriers identified to 
energy efficiency in the public sector, the EBRD identified the 
lack of incentives to invest; clear public procurement procedures; 
resources for preparing bankable energy efficiency projects and 
availability of finance both in terms of ESCO equity, commercial 
banks and public finance.  

Strategic orientations  

Key challenges and 
operational responses 

  

5. Mitigating the impact of 
the crisis and restoring 
sustainable growth 

5.1. Civil society agrees that excessive bureaucracy 
challenge the development of the private sector and that 
some public companies will need to be restructured in 
the coming years. During restructuring processes the 
EBRD should ensure a participatory approach of 
stakeholders, including NGOs and trade unions, to 

The Bank structures its investments to comply with its 
Environmental and Social Policy (ESP) and Performance 
Requirements (PRs).  As a consequence, all EBRD potential 
projects will be subject to appropriate social and environmental 
appraisal and compliance with ESP and PRs designed to ensure 
adverse social and environmental impacts are avoided or 



ensure that environmental standards and workers’ rights 
are not jeopardised.  

adequately mitigated and potential social benefits enhanced. In 
particular, PR 2 on Labour and Working Conditions requires 
clients to comply with the decent work agenda and PR10 on 
Information Disclosure and Stakeholder Engagement.  

6. Leveraging the benefits of 
EU accession to advance 
transition 

6.1 The EBRD investments through the Western Balkan 
Sustainable Energy Financing Facility and the Western 
Balkan Sustainable Development Facility are welcome. 
The Bank is recommended to disclose more information 
regarding the impact of the loans provided through 
these facilities, in particular regarding CO2 reductions 
and other environmental and social benefits. 

Under the Western Balkans Sustainable Energy Financing 
Facility II (WeBSEFF II), Euro 40 millions are expected to be 
invested in Croatia through three participating financial 
institutions. The sub-projects implemented under WeBSEFF II 
are expected to achieve energy savings of at least 120,000 
MWh/y and reduce CO2 by 32,000 tonnes/y.  

7. Restructuring and 
commercialising public 
sector enterprises 

7.1 The EBRD is encouraged to promote a participatory 
approach of workers and railways users with the final 
goal to increase efficiency as well as ensure the 
affordability of services while being able to compete 
price-wise with road transport. Concerns were 
expressed about service cuts in the last years, which 
severely restrict the Railways’ potential to attract new 
customers.   

The EBRD recognises the importance of the affordability of 
services. The Bank’s approach to affordability issues, and more 
generally to the social impact of project, is guided by the 
Environmental and Social Policy, which is currently under 
review (2013). The Bank acknowledges that Croatian Railways 
will still need to commercialise and increase efficiency to make 
the sector competitive as well as ease pressures on the state 
budget for subsidies. 

 7.2 The EBRD is urged to decrease its emphasis on 
public private partnerships (PPPs) in Croatia. So far in 
Croatia the experience with PPPs in public 
infrastructures has been largely negative, including the 
EBRD financed project of a wastewater treatment plan 
in Zagreb, which was characterised by rising costs. 
Although the Croatian government has reviewed PPPs 
regulation in recent years, the structure of long term 
PPP contracts can lead to rigidity of the markets as this 
type of contracts is more difficult to undo. 

The Bank agrees that restructuring public utilities through 
successful PPPs poses challenges. Croatia recently elaborated a 
comprehensive government approach to PPP development and 
implementation. During the 2012 EBRD Assessment of the 
PPP/Concessions Laws throughout its countries of operations 
(undertaken before the new laws were enacted) the Croatian laws 
were viewed in high compliance with the best international 
standards. However, some important elements that are generally 
necessary for the financing of PPP projects are still missing, 
which might raise potential concerns on bankability of PPP 
projects. Neither the Concessions Act nor the PPP Act provide 
for possible government support or guarantee, or offer comfort to 



lenders with respect to financial security. In addition, although 
arbitration is provided for PPP dispute resolution, an explicit 
possibility to apply international arbitration would be welcome. 
The EBRD will work on policy dialogue with the authorities to 
support the necessary legal reform on which a vibrant market-
oriented economy depends. 

 7.3 It is recommended that the EBRD stop supporting 
long-term management contracts or privatisations in 
public services and concentrate on building the capacity 
and effectiveness of existing municipal companies. 

The Bank is committed to build the capacity of municipalities in 
structuring PPPs aimed at benefiting the public and contributing 
to the development of the private sector in Croatia.  

 It is noted that Smart grids and smart metering are 
certainly needed in Croatia and should be a priority. 
Despite some private sector involvement in renewable 
energy is already happening at least in the wind sector, 
this does not lead to a real transfer of skills or financial 
benefits at the local level. The EBRD is recommended 
to enhance the capacity of municipal authorities to 
design and implement energy efficiency and renewable 
energy projects.  

The EBRD is already supporting the capacity of municipal 
authorities in energy efficiency matters under WeBSEFF II, 
which aims at encouraging partner financial institutions to lend 
to the public sector for energy efficiency investments. It is 
envisaged that the consultant engaged for this project will, 
besides other tasks, provide help in developing sub-projects for 
energy efficiency by supporting potential sub-borrowers (both 
from the private and municipal sector) in identifying their 
investment requirements through informal consultations and 
Sustainable Energy Assessments and building capacity for the 
application of loans. 

 7.4 Given Croatia's limited domestic production of oil 
and gas and imperative to reduce greenhouse emissions, 
the EBRD should support the transition to an energy-
efficient and renewables based economy and avoid 
increasing the country’s dependence on fossil fuels. 
According to environmental organisations, energy 
security should be based on reducing demand and 
developing domestic renewable resources. 

In continuation with the implementation of the previous Country 
Strategy, the Bank will seek opportunities for investment in 
renewable energy and energy efficiency projects to improve 
energy security, reduce waste and diversify energy supply. It is 
to be noted that reducing energy demand and increasing 
renewable energy supply can only alleviate to a partial extent and 
only over the medium to longer term the security of supply 
issues of Croatia, given the country’s significant dependence on 
imported fossil fuels. 



Annexes    

8. Annex 1- Political 
Assessment 

8.1 While progress has been made in tackling 
corruption, it is crucial that international institutions 
keep encouraging the Croatian government to continue 
its fight against corruption both at national and local 
level. The Bank is recommended to acknowledge in the 
Strategy that more efforts are needed to tackle 
corruption at the national level.  

EBRD's political assessment puts emphasis on the direction of 
change. The progress in fighting corruption, particularly high-
level corruption, is widely recognised, including by the European 
Commission in the final Monitoring Report on Croatia prior to 
the accession, released on 26 March 2013. However, the EBRD 
shares the view that more remains to be done and believes that 
the authorities should continue their efforts in this respect. This 
point has been strengthened by mentioning a few concrete areas 
of relative weaknesses and the text on the corruption in the 
Political Annex of the Strategy has been amended accordingly. 
Political Annex also acknowledges that local-level corruption 
remains a problem, and is still perceived by Croatian citizens as a 
widespread phenomenon. 

9. Annex 2- Assessment of 
transitional challenges 

9.1 At page 35 the Strategy states: “Most urban 
transport companies are under municipal control and 
they enjoy a fair degree of autonomy. The larger 
operators have a solid financial and operational 
performance, while some of the smaller ones need to 
improve operational efficiency and collection rates.” It 
is noted that this is contrary to what the Croatian media 
regularly reports about ZET, the Zagreb's tram and bus 
company. 

Most urban transport companies are under municipal control and 
therefore regularly receive municipal subsidies, which ensure 
their solid financial and operational performance. This is for 
instance the case of the City of Zagreb and ZET, the Zagreb’s 
tram and bus company.  

 

 


