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INSIDER’S PERSPECTIVE

FOCUS ON GLOBAL ISSUES

Urban Institute Local
Government Reform 
Project: Croatia
BY JOHN K. RUTLEDGE, CRE

IN MID 2001, I WAS ASKED TO ASSIST THE URBAN INSTITUTE

with a technical assistance assignment in Croatia. The

Urban Institute, a nonprofit policy research organization,

has contracted with USAID to conduct the Local

Government Reform Project there. Since January 2002, I

have made seven trips for a total of twelve weeks.

This project has several components including Financial

Management, Economic Development, Information

Management, Citizen Participation, and Asset

Management. Olga Kaganova, CRE, a technical leader for

Asset Management, observed that most cities and munici-

palities in former socialist countries, including Croatia,

own and control large portfolios of real estate and have

not instituted modern asset management practices. She

saw the need and developed a plan.

The project, primarily staffed by Croats but led by

Americans in a Zagreb office of the Urban Institute and

assisted by short-term consultants as myself, follows a pat-

tern. For each component of the project, one or more

cities volunteered to be a pilot site. In the pilot city, we

studied their activities related to the component(s) in

depth. We formulated recommendations for improve-

ments and presented them to the Local Government. We

observed the implementation and results of the recom-

mendations. Based on this experience, we prepared a

manual detailing the changes that need to be made along

with a specific process for making the changes and the

benefits that can be expected. We recruited a class of local

Croatian professionals and presented a well prepared

weeklong course with lectures, examples, group exercises,

and summaries. Following their training, we partially

subsidize the work of these new local consultants as they

propagate the process to other cities and we provide ongo-

ing technical support to them. Meanwhile, we also con-

tinue to work directly with additional cities.

For Asset Management, Varazdin was the pilot city. It is an

historic city of about 43,000 in northern Croatia that was

the national capital from 1756 to 1776. Olga, with the

assistance of very able local Urban Institute employees,

conducted an initial assessment and identified key defi-

ciencies and problems in asset management, and I was

brought in to help find solutions using my practical expe-

rience. During my first visit to Varazdin, I conducted

intensive interviews with city staff and elected officials as

well as local professionals. Among many findings of our

research, we discovered that the city owned or controlled

about 230 properties classified as surplus (investments)

that were not directly needed to conduct city business. A

substantial number of these are subject to claims for resti-

tution to families that owned them before the onset of

communism. City staff manages these assets pending

judicial determination of ownership.

Based on our research and assessment of options for

improvements, we prepared a series of recommendations,

and Olga and I, with local Urban Institute staff, presented

them to the city council and senior officials in April 2002.

We then observed their implementation.

During the summer and fall of 2002, we drafted an Asset

Management manual of about 100 pages plus an extensive

appendix, and it was translated to Croatian. The manual
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contains eleven chapters based on "activities" including

the development of an inventory of assets; appraisal;

financial statements; financial analysis; transitional issues;

strategic planning; and other subjects. One very important

activity is basic: classifying the assets as: a) mandatory

(i.e., city hall); b) discretionary (beneficial for the city but

not essential—museums, recreational facilities, space for

NGOs, etc.); and c) surplus (rental/investment). This clas-

sification concept goes back to the 1980s work of Marilee

Utter, CRE, in Denver, Colo.

We also prepared a course as noted above based on the

manual, and a Croatian employee and I presented it to a

class of fourteen students (attorneys, engineers, business

people, etc.)  in December 2002. The class participants

then launched their consulting practices working with

other local governments. They enter into paid contracts

with cities and receive additional compensation from the

Urban Institute for their consulting work that we monitor

and support. Occasionally, we join with them in their

work with local governments. In July 2004, I assisted two

consultants in presenting the Financial Analysis module to

officials of Karlovac.

Periodically, we meet with these newly minted local con-

sultants to review their work, to encourage them to share

experiences, and to provide continuing education. A goal

is to see them create their own association of consultants,

and I see the potential for future invitations to member-

ship in The Counselors.

A few of these local consultants have dropped out of the

program, but we do not consider this a loss. They are bet-

ter informed as they work in their communities. The oth-

ers are actively consulting, several collaborating as teams

and one hiring another to join his organization.

During my visits in July and September/October 2004, I

taught Financial Statements, Appraisal, and Financial

Analysis to officials from clusters of villages centered near

Dulovac and Vojnic. These are groups of small villages,

each too small to justify direct assistance.

We are encouraging local governments to enter into

Public-Private projects (PPPs) to bring private sector capi-

tal, experience, and risk assumption to the table in meet-

ing city requirements. In October 2003, Olga and I pre-

sented the concept and Western examples to Varazdin, and

in October 2004, I worked with both Varazdin and Rijeka

in evaluating situations for the applicability of PPPs and

made presentations to local officials on specific situations

in their communities.

I am often asked if I see progress. I do, but it is slow. On

the other hand, it would be pretty egotistical to think we

could quickly instigate changes of this magnitude. In our

pilot city, they did not have a complete inventory of assets.

Now they do. They have classified them as to their impor-

tance to the city. They are separately accounting for assets,

rather than running all the transactions through the gen-

eral budget as before. They are moving NGOs, that were

paying little or no rent, to smaller and less centrally locat-

ed property so that rental income can be increased. They

are estimating asset values and rates of return. They modi-

fied their leasing practices and improved their relations

with operators of city sport facilities. They are thinking

about capital expenditures on assets subject to claims for

restitution. These are some of the signs of progress that I

see.

It is easy to overlook the difficulty of reform. Most local

officials had never known a private market. They are try-

ing to change the entire fabric of their governing and

management processes without the benefit of years of

experience in a private market. I have been impressed

with the enormous commitment, at some personal and

professional risk, that so many local officials and govern-

ment staff have displayed as they expose to us their cur-

rent practices and seek our guidance in improving them.

To me, the most important feature of this program is that

local expertise is being developed so that we can eventual-

ly withdraw, as we have in other countries, and turn the

reform process over to local consultants. It is much more

important for us to teach them to solve their own prob-

lems than to try to do it for them.

As a personal note, I have seen a nation of 4.6 million

people with a typical income of perhaps $500 to $600 per

month and living space of about 200 square feet per per-

son. I have seen areas where many homes have been

destroyed by war, and many more seriously damaged, less

than a decade ago. In some communities, there are many

new roofs. The old ones were bombed off. It is not

uncommon to come up behind carts being pulled by one

or two horses or a homemade tractor. Travelers in some

rural areas are warned about the danger of mines. In this

difficult environment, I have found a warm, friendly, and

generous people, eager to work on improving their cir-

cumstances. It is a privilege to join with them.�
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