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Total capital spending and it’s influence on the role of the MoF 

 Total capital spending represents small % of total public spending  

 2007. 10,66 %,  

 2008. 12,31% 

 2009. 7,05%  

 2010. 7,10% 

 Large investments such as highway and road constructions, railway constructions, 

airport and port constructions are conducted by public companies i.e. institutions 

within public sector but not within the central state 

 Taking into account limited administrative capacity of the MoF that had substantial 

impact on the role of the MoF in the process of evaluation and monitoring of capital 

projects  

 Department for Budget Analyses and Capital Project Evaluation in the MoF 
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Capital Budgeting 

 At the beginning of the process of planning MoF sets out the ceilings   

 Ceilings are set out at the ministry level for certain economic categories of 

expenditures but also for certain programs 

 Capital expenditures are not singled out 

 Budget users are obligated to take into account both total ceilings and ceilings set 

out for salaries – controls in FMIS (SAP) in which the financial plans of the budget 

users are entered are also tailored in such manner  

 The ministries have significant role in prioritization of the projects within the 

ceilings 

 Allocations are done according to strategic priorities of the ministries and not the 

state as a whole 
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The role of the MoF 

 Regarding the capital projects it was important to the MoF that the capital projects 

do not interfere with it’s role in assuring total fiscal discipline 

 To that role of the MoF the one year budget and the short term perspective did not 

serve 

 Supervision over the capital projects multi-year commitments – regulated by 

provisions of the Budget Act 

— A state budget user may assume commitments based on contract requiring payments in 

the following years with the approval of the Government, and at the proposal of the MoF 

 For the first time the Croatian Parliament adopted the state budget for 2010. and 

projections for 2011. and 2012.  

 Such multi-year framework will enable the monitoring of the projects through 

longer time horizont 
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Budget structure  

 

 In Croatia both current and capital budget are part of unified budget document 

 For example: 

 1299 Increasing quality and availability of health services (322.724.312 HRK) 

— K108194 Clinical medical center Zagreb (128.330.000 HRK) 

• 363 Capital Aids within general state (120.330.000 HRK) 

• 421 Buildings (8.000.000 HRK) 

– A618208 International cooperation (1.900.000 HRK) 

• 321 Expenditures for employees (230.000 HRK) 

• 323 Expenditures for services (20.000 HRK) 

• 329 Other expenditures (1.650.000 HRK) 
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Planning and executing of capital project through the sources of financing 

 Sources of financing are introduced as a special classification (in addition to the 

other budget classifications – organizational, economic, functional, location, 

program) 

  The rules of spending i.e. execution depends on the source  

 Capital projects are tracked through different sources of financing - it ensures 

flexibility in execution 

 Huge flexibility in executing capital projects financed through the sources such as 

donations, grants (EU and others) and loans (WB and others) 

 Capital project financed through these sources may be executed above the planed level 

and up to the amount of paid and/or carried over funds 

 Activities and projects financed from EU accession programs and capital projects 

which are not executed by the end of the current year can be transferred and 

executed in the next year with the approval of the MoF and according to the 

criteria's proscribed in annual State Budget Execution Act 
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Monitoring 

 Through performance indicators and reporting system European union procedures 
of monitoring are set up for projects financed with sources of World bank or other 
international institutions  

 MoF tracks projects mostly at the level of plan-execution i.e. at the level of 
payment 

 Organizational units within the ministries track capital projects through all the 
phases 
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Examples of such organizational units within the ministries 

Ministry of Environmental Protection, Physical Planning and Construction 

 Directorate for Construction 

 Directorate for Housing and Utility Services 

 Bureau for Physical Planning 

Ministry of Science, Education and Sport 

 Department for Capital Activities 

Ministry of Regional Development, Forestry and Water Management 

 Department for Project Financing and Financial Transactions Analyses 
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Monitoring 

 Investment documentation 

 Procedures of capital project 

appraisal 

 Project implementation 

reporting system which would 

identify deviations from 

planned implementation as well 

as measures for their 

elimination  

 Not uniquely prescribed  

 Depends from ministry to 

ministry   

 It does not refer to projects 

financed from EU programs, 

loans given by international 

financial institutions and other 

similar sources 
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request 

Suppliers of  
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Planning and 
Construction 

Local Treasury - 
Ministry of 

Environmental 
Protection, Physical 

Planning and 
Construction 

Central  
State  

Treasury 
 

Transfer 

 Direct payment to suppliers of budget users is one of the priorities in 

order to make public spending more effective 

 State budget has only one account (Single Treasury Account) for all 

transactions – accounts of the ministries were canceled in 2006.  

Payment procedure 
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Major problems 

 Overlapping of the projects between budget users 

— for example: Ministry of Science, Education and Sport and the Ministry of Regional 
Development, Forestry and Water Management both build schools 

—  key question: should we build so much schools and wether it would be of much greater 
importance to build three hospitals reather than five schools 

 Allocations are done according to strategic priorities of the ministry and not the 
state as a whole 

 A large part of that is based on assumptions 

 MoF asumes that all cost and benefits of capital projects are evaluated by line 
ministries – ther is no tracking mechanisam 

 Weak role of the MoF in tracking the execution esspecialy when there are  
deviations from planned implementation which would have impact on budget 
execution 
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Challenges  

 In 2009. the process of strategic planning was implemented  

 The Strategy of Government programs for a three-year period was prepared for 
the first time in 2009.   

— It was based on the strategic plans of the ministries  

— It is still pretty much descriptive but it will help in prioritization of large capital projects at 
the state level 

 Draft of the Decree on The Methodology of Investment Projects Appraisal is 
prepared   

— It proscribes obligatory project documentation which includes everything necessary for a 
comprehensive assessment of economic, financial, social  and other consequences 

— The relevance of capital project appraisal will be much higher 

— Preconditions for inclusion of capital projects in budget 

— Reporting system on implementation of the investment projects and monitoring the 
impacts of an capital project 

 The new and the significant role of the Department for Budget Analyses and 
Capital Project Evaluation 



Thank you for your attention! 


