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INTRODUCTION

In 2000 the Croatian Government started a project regarding development strategy "Croatia in 21 Century", organized in nineteen sector topics including one related to TRANSPORT1. The project team, which developed the strategic framework of the transport development, included about forty independent researchers and transport experts. While working on the strategic document, the project team was protected from the influence of department administration and the treated operators. From the position of an apologist of the government interests and considering the strategic aim of Croatian integration into the European Union, strategic goals of transport development have been set and the relevant elements of transport policy defined. The concept of development guidelines has been based on the actual assessment of the transport sector status, which is far from satisfactory according to all the efficiency assessment criteria: ranging from administrative structure and regulations to business management of operators i.e. service providers and mainly the politics of capital investments into transport infrastructure.

Following the principles of EU - Common Transport Policy, as well as best practices in transport management, the strategic guidelines have been defined also in the field of air traffic. They can be generalized as follows: strict separation of the functions of regulators (CAA) and operators (air carriers, air traffic control, airports), adopting of international rules and standards in national air regulations, commercialization and privatization of service providers, provision of fair business conditions on the free market i.e. preventing monopolies, integration of local communities and private sector into the investment projects, etc.

The problems arose during public discussion about the Proposal of Transport Strategy, and the ideas expressed by the department administration and operators owned mainly by the state, as well as discussions regarding government interests and the interests of local communities prove implicitly the existence of the "transition syndrome" i.e. the overlapping of politics, administration and quasi-management with the single common denominator: the budget.

Although the Government has declared its political willingness and readiness for structural reforms, it is due to evident inertia in the change of the acquired routines and administrative principles, the lack of experienced managers and professional administrative staff, as well as the huge influence of the unions, that forecasts on adopting the new transport strategy at the Government level, and even more so at the Parliament level, are not optimistic.

PROCESSES OF POLITICAL AND ECONOMIC TRANSITION VERSUS SAFETY

By gaining independence, Croatia committed itself by consensus to the building of a democratic system, open and market-oriented economy. The processes of political and in turn economic transition, complex and socially sensitive as they are, were made even more complex during the nineties by the war and politically unstable conditions in the whole region. Under such conditions of being united around the vital national issue of defence, the problems of economic reorganization of the country were treated only partially, lacking any comprehensive analyses or conceptual preparations, and especially without any control mechanisms in implementing the programs of state-owned companies' restructuring and their commercialization and privatization. Inconsequent legislation and inert legal system left room for great doubts in the economic transitions.

The fundaments of national aviation were set by taking over the air regulations from the ex-country and by organizing the Sector of Civil Aviation within the Ministry of Transport with centralized regulative functions, as well as of the air traffic control operative, and by founding the national air carrier in the form of a shareholder company, but prevailingly state-owned.

The Airports Act implicitly resulted in the nationalization of seven international airports, owned in the ratio of 55% to 45% by the government and the counties and towns respectively. The ownership relations of certain airports are subjects of current legal proceedings, as well as the issue of the constitutional status of thus accepted law.

Due to the redirection of international air routes and several years of traffic isolation of the Croatian airspace, the investments were to a greater extent oriented towards repair of the war damage done to the airports’ air traffic control systems (CAN project).

The national air carrier entered the repair project and supplemented the fleet of Airbus aircraft A 319 and A 320.

The mentioned capital investments in the fleet and air traffic infrastructure are covered exclusively from the budget.

Faced by the need to comply with the international standards, the operative adapts faster to the requirements set by international aviation associations and international air services market, whereas the regulatory and administrative functions get permanently weaker.

The Act on the foundation of Croatia Control resulted in 1998 in the organization of a trading company owned by the state as the successor of the former Air Traffic Control Authority within the relevant ministry (infrastructure and staff), thus formally commercializing the air traffic control operative, and at the same time reducing to a great extent the regulatory function of the CAA in the field of air traffic control.

Major shifts in the development of the national air traffic system lately, such as e.g. reintegration of Croatia into the international air traffic flows, insuring the assumptions necessary for joining JAA or selection of an Adriatic airport as the training centre by a foreign airline, have been greatly emphasized precisely by the engagement and participation of the Croatian researchers at the international conferences organized by the relevant world and regional aviation organizations, and the extraordinary system of disseminating presented information and data at the international level.

The feeling of responsibility in scientific activities, first of all the affirmative approach in trying to solve the problems in the national air traffic system that are not to be isolated as "local problems", impose the need for transparent evaluation of the main causes in front of an international auditorium. Even so more, since successful solving of the problems is of common interest and also because successful solving of the problems under the current conditions depends on the more direct external pressure on the national regulator.

Without any doubt, the favourable geo-traffic position of Croatia, the climatic characteristics and tourist orientation, as well as the solid infrastructure basis provide positive predisposition for the future development of air traffic. The problem of time required for positioning of the national air traffic system as the component of the European regional air traffic development, as well as the implementation of the unique European safety regulations and EASA regulatory authority, refer directly to the issue of safety.

Regulator (CAA)

The basic characteristics of the current Civil Aviation Authority include:

· lack of autonomy in performing;

· non-internalized budget;

· absence of a development concept, consequently no work plan;

· lack of transparency of performing and periodical reports;

· quantitative insufficiency of administrative staff;

· lack of qualified administrative staff;

· lack of information technology;

· absence of analytical sector of safety-related data and safety promotion issues;

· failure to perform response to oversight audits, reporting and participating in accident/incident reporting systems.

Regulations

After gaining independence, Croatia adopted the federal transport acts from the former Yugoslavia. They were to provide legal frameworks for the functioning of the transport system in the transition period until original Croatian acts were brought. The taken over acts were substantially incompatible with the required strengthening of market relations in the transport sector, role of transport management in transition processes and in numerous other segments.

Then, the newly adopted acts partly took into consideration the basic provisions of relevant international conventions, but the implementation of international standards failed.

At the beginning of 2001, CAA signed a Letter of Intent of joining JAA, and a progressive preparation of sub-regulations is under way, adopting the relevant JARs with the transition period of two years to full implementation. The adopted regulations do not foresee flexibility regarding revisions and amendments.

Regarding previous negative experience in implementing and realizing of certain provisions of the Air Traffic Act (deadlines for sub-acts, national security program) as well as in implementing strategic documents that have passed the procedure of being accepted by the Parliament (Transport Development Strategy, 1999), the inertia in ratification of the signed international agreements (CEATS) and conventions (revised EUROCONTROL Convention) as well as the absence of the institution of responsibility, there are doubts in establishing control mechanisms and in the consistency of CAA in implementing and enforcing new regulations.

Aviation Inspection

The main characteristics of the recently organized aviation inspection include:

· quantitative insufficiency of inspection staff;

· absence of a profiling program for inspection staff under the conditions of newly adopted rules;

· absence of a feedback relation of inspection findings and preventive action of CAA, or satisfactory coordination in the exchange of relevant data (connections through information technology).

Transportation Safety Board (TSB)

There is no independent organization in Croatia regarding the safety in air traffic. No information technology system has been established for collecting and processing of safety relevant data, nor any databases nor analyses, and neither has the methodology for preparing safety recommendations and programs and measurable influences on regulations been established.

The absence or poor influence of professional societies (mainly unions) and consumers' associations as influencing factors and partners in strategic planning, the absence of confidential reporting system and ignoring the research results and concrete proposals of scientific and research institutions2, make the actual assessment of air traffic safety level even more complicated and prevent the wider public from perceiving the seriousness of the problem.

The need to organize TSB in Croatia can be argumented also by the fact that it refers to a relatively small "aviation community", to a relatively small number of air operators, to CAA employing about fifty workers, and that in a "known circle of professionals" who have been changing workplaces during one peacetime decade working both in aviation operative and regulative areas, it is difficult to expect consistency of regulator in implementing stricter safety control or even sanctions.

OPERATIONAL MANAGEMENT 

In the attempt to separate the regulatory function from the operational level, the newly founded public companies i.e. public liability companies predominantly state-owned (Croatia Control, Croatia Airlines, airports) were left without commercial management. Managing functions were performed according to a political and not professional key, and at the same time the regulatory domain of authority within the relevant ministry has been reduced.

National Air Carrier

The efficiency of the Croatia Airlines fleet measured by load factor was 51.2% (2000). The profitability limit, however, is at higher efficiency level. Since the national air carrier is dominantly (99%) state-owned, the data on efficiency of the modern aircraft fleet leads to the conclusion that there is a need to revise business management policy with assessment possibilities of joining the operator’s alliance3, a need for greater involvement of private sector, and for re-analysis of development guidelines of further fleet purchase.

The annual loss (2000) amounted to more than a quarter of the company original capital. The basic characteristics of Croatia Airlines are typical for the companies in full or dominantly state ownership:4 accumulation of losses covered from the budget, absence of a clear development strategy, influence of politics on the management and vice versa, over-employment, low productivity, absence of users' paradigm, etc.

Operators’ safety data are not available (confidential or company secret).

Air Traffic Control

Due to redirecting of international air routes and loss of overflights, which participated in pre-war conditions with 75% in the total traffic, and due to direct war damage on facilities and air traffic control systems, the loan for air traffic control was reallocated to the reconstruction program, mainly of the airport air traffic control centres. The equipping of the Zagreb area control centre failed to be realizing, as well as appropriated staffing. The traffic demand in conditions of substantial growth of overflying traffic is not being followed, after the expected opening of the existing international air routes and establishing of the important Adriatic corridor.5 6 7
Therefore, operational restrictions, and even overflight traffic limitations can be expected at the international level.

Frequent warnings of the craft union during 2000 regarding safety of flying through the Croatian airspace, as well as hiding of the findings made by the international audit (DFS, 2000) indicate the need for detailed reassessment of the corporate policy on the main task of assuring safe, regular and smooth air traffic.

Although based on the traffic volume, especially transit, adequate shifts in corporate performance can be assumed, as well as substantial financial revenues, the loans for ATS modernization continue to be covered from the budget.

Non-transparency of corporate performance and financial reports, questionable implementation of ICAO Policies on Charges for Airports and Air Navigation Services (Doc 9082) and the related document (Doc 9161), lack of readiness to cooperate with scientific and academic institutions and high level of flirtation going on between the management and the politics are indicative for the assessment of inappropriate inertia in the transition to business-oriented decision-making, as well as more active i.e. for national interests more successful participation in regional ATM projects.

Airports

Seven airports have runways that can accommodate conventional aircraft almost without any restrictions. Two are located in the continental part of Croatia (Zagreb and Osijek-Klisa, which is still out of service), and five along the coast (Pula, Rijeka, Zadar, Split and Dubrovnik). Eleven airports have also been registered for up to 50-seats aircraft or smaller ones, four of them are international airports.

Ten international airports represent almost 1% of the world infrastructure, and according to the realized passenger traffic, the Croatian airports and aerodromes participate only with about 0.5‰. Still worse are the indicators of freight transport and aircraft operations.

Only three international airports in commercial sense achieved satisfactory results. In this context, a legal framework for corporatization and privatisation of inefficient airports needs to be established.8
Overcapacity, underdeveloped national transport market, non-compliance with the demands of small aviation fleet development through private entrepreneurship, monopolistic position of national air carriers, all this has resulted in inefficient operation of airport companies and consequently in subsidizing from the budget.

Regarding the development of air traffic infrastructure (verti-ports or small airports 2C) in the Adriatic coastal area, politically forced by the Proposal of Development Strategy of the Adriatic airports at the end of the nineties, the opinions of the then actual authorities, local communities and science and professional public were divided. The pros of the government interests were based on subsidiary goals of demographic revival and economic revitalization of the islands, as well as better transport connections of the islands with the mainland, whereas experts assessed the justification of such a development only in the context of tourist development options offering higher level services and dominant financial share of local government and private sector i.e. in non-budgetary investments.

CONCLUSION

Under the conditions of external pressures exerted on the Government, mainly by the International Monetary Fund, regarding reduction of public consumption and the need to rationalize expenditures, the imminence of a stricter Government dictate regarding reduction of operating costs of public companies and cutting down subventions to loss-making companies (hard budget constraints), and finally also the issue of restructuring and subsequently the decision about privatization of public companies, is simply a matter of time. Taking into consideration the previous experiences of public-to-private sector transfer in a great number of transition countries, exactly evaluated in expert analyses by the World Bank Group, mainly in the Policy Research Working Paper Series9, it may be concluded that, as a rule, the privatization of state-owned companies is a "successful formula" for improving corporate performance.

Experiences, however, witness also the potential risks, which in case of stronger budget discipline and substantial financial restrictions in the aviation operational area can have negative influence on the implementation of the safety standards, especially under the conditions of insufficient activity of independent inspection or dubious regulatory status of CAA.

Therefore, the consistency of regulatory and control activities of CAA have to be provided in typical conditions of transition economy as well as safety monitoring either by the national transportation safety board or the safety surveillance by the authorized international aviation associations.
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