UDC 330

HOW MUNICIPAL INCOMES CAN BE USED IN THE IMPLEMENTATION OF PROJECTS OF
COMMON INTEREST THROUGH INTER-MUNICIPAL COOPERATION

Vito Bobek, University of Applied Sciences FH Joanneum, Graz, Austria
Miladen Markesié, Development Agency TINTL, Tovarnik, Croatia
Tatjana Horvat, University of Primorska, Koper, Slovenia

Inter-municipal cooperation is one of the forms of cooperation and solving of local problems that
municipalities cannot solve on their own. Development stakeholders are one of the forms of establishing
inter-municipal cooperation, which is responsible for the development, preparation, and implementation of
demanding development projects. The purpose of this paper is to answer the question of whether and how
and in what way municipal incomes can be used in the implementation of projects of common interest
through inter-municipal cooperation. Given the topic of the paper and the research topic, a qualitative
approach was chosen. Procedures and research work will be based on independent work. The research
methods that will be used are surveying and interviewing of decision-makers. Development stakeholders on
the broader region are established according to different legal forms, depending on the municipalities'
needs. The analysis results showed that development stakeholders are differently successful following the
legal form and the sources of funding for work and activities. This paper seeks to influence decision-makers,
primarily in municipalities, but also development stakeholders. As development stakeholders have proven to
be a successful form of inter-municipal cooperation and one of the forms of functional connection of
municipalities, this paper can also serve as a reference for further action.
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KAK MYHUITHITIA/IBHBIE JIOXO/AbI MOI'YT BBITh HCII0/Ib30BAHBI I1PH PEAJIU3AIIUN
IIPOEKTOB, ITPE/ICTABJIAIOIIIHX OBI[HH HHTEPEC, YEPE3 MEXMYHHI[HITA/IBHOE
COTPYJHHYECTBO

Bumo bobex, Ynusepcumem npuxnaouvix nayx FH Joanneum, I'pauy, Aecmpusn
Mnaoen Mapkeuwuu, Acenmcmeo pazeumus TINTL, Tosapnuk, Xopeamus
Tamovana Xopeam, Ipumopckuii ynugepcumem, Konep, Cnosenun

Medcmynuyunanvnoe compyoHu4yecmeo — 5mo 00HA U3 Qopm  83auUMOOelcCmeus U peuleHus
MECHbIX NpobNeM, KOMOpble MYHUYUNAIUMEmbl He MO2ym peuwiums camocmoamenvho. Cmeuxxonoepvl
Ppazsumus AGIAIOMCA OOHOU U3 (OPM YCMAHOBNIEHUS MEHCMYHUYUNATLHO2O COMPYOHUYeCmSa, KOmopoe
omeeuaem 3a paspabomky, NOO20MOBKY U Peanu3ayuio CILONCHbIX Npoekmos paseumus. Llenv oanmoll
cmamuu — OMeemums Ha 80RPOC O MOM, MONCHO U, KAK U KAKUM 0OPA30M UCNONb3068AMb MYHUYUNATbHbLE
00X00bl  NpU  peanuzayuu  NPoeKmos,  NpeoCmaIAWUX — 63AUMHbLIL  UHMepec,  NOCPeOCmEoM
MENCMYHUYUNATLHO20 COMPYOHUYeCmed. Yuumvieas memy cmamvli U MeMamuky Uccie0o8anus, Obll
8blOpan KawecmeeHuvili n00x00. llpoyedypvl u ucciedosamenvckas paboma 06yOym OCHOBbIBAMbCSA HA
camocmosimenvroul pabome. Memoowvl ucciedo8anus BKIOYAON AHKEMUPOBAHUe U UHMEPEbIOUPOBAHUE UL,
NPUHUMAIOWUX peuteHus. 3aunmepecosantble CMOPOHbl pa3eumus 6 Ooee WUPOKOM pecuone co30amcs 8
coomeemcmeuy ¢ - pA3IUYHBIMU  NPABOGLIMU  (popmMamu, 6  3A6UCUMOCIU  Om  nompebHOcmell
MyHuyunanumemos. Pezynomamul ananuza noxazanu, 4mo 3aUHMEPEcO8AHHblEe CHIOPOHLL PA3GUMUsL NO-
PAa3HOMY YCHeWwlHbl 8 3ABUCUMOCMU OM NPAsosoll (opmMbl U UCMOYHUKOS QUHAHCUPOBAHUS pabom u
Mmeponpusmuil. B nacmoswem ooxkymenme Oenaemcs Nonvlmka oKa3amv GIUAHUE HA TUY, NPUHUMATOUWUX
pewienus, npesicoe 6ce20 8 MYHUYUNAIUMemax, Ho maxdice U Ha 3auHmepecosantvie CMopoHsbl 8 0baacmu
pazsumus. Ilockonvbky 3aunmepecoganHvle CMOPOHbI 8 0DIACMU PA3GUMUSL 3APEKOMEHO08ANU cebs KaK
YcnewHas @Gopma MeHCMYHUYUNATbHO20 COMPYOHUYeCmed U O0OHA U3 (POpM QYHKYUOHATLHOU C6A3U
MYHUYUNATUMEMO8, HACMOAWUL OOKYMEHM MAKAICe MONCEM CIYIHCUMb OPUSHMUPOM Olisl OANbHEUUUX
Oeticmsuli.

Kniouesvie  cnoga:  00xo0vl,  MedcMyHuyunaibHoe — COMpPYOHUHECMB0,  MPAHCSPAHUYUHOE
compyoHuyecmeo, mpebylowue pazeumus NPOEeKmol.

Introduction



Inter-municipal cooperation due to the consumption of synergies is one way to solve challenges in
less developed areas. The Development Strategy of Vukovar-Srijem County for the period up to 2020 (2017,
p. 12) states that the area of the county before the Homeland War was economically highly developed with
highly productive agriculture and strong processing industry, during 20 years after peaceful reintegration
competitiveness of Croatia. Municipalities in the eastern part of the Republic of Croatia are incredibly
underdeveloped, poor with insufficient financial incomes for more severe economic and social growth and
development. The area is also affected by a massive outflow of the population after the Republic of Croatia's
accession to the European Union, and the area faces an additional problem, which is the lack of workforce.
The modern wave of emigration has taken away a significant part of the Croatian population, and "a smaller
population means less personal consumption, and as it is the most important part of GDP, it hinders its
growth and economic recovery of the state." (Troskot et al., 2019).

Local self-government units are organized for relatively small areas and cannot independently
organize necessary activities of interest to the local community. However, common to all local self-
government units is the same history and tradition, customs, similar level of (under) development, etc. In the
article on assistance from development agencies (Schwarzkopf et al., 2014), it is stated that one of the
approaches to solving the problem funds for economic recovery, indeed development organizations that can
help local and regional self-government units, as well as the economy. More than 2/3 of the municipalities
participating in inter-municipal cooperation show more fruitful results, cost reduction, and improved services
(Giacomini et al., 2018). Development agencies are vital participants in the development and implementation
of economic development strategies at the local level. Development organizations are mostly non-profit
organizations that fund the public, private and non-governmental sectors to contribute to general economic
development. Recently, there have been development organizations founded by the public sector and
organized them as a company to be able to appear on the market. They are instruments to support economic
recovery, job creation, and human incomes and infrastructure in different regions. There is no one to deal
with development projects in economic entities and local and regional self-government units with a small
budget. The problem exists in the entire Republic of Croatia, and especially in the Vukovar-Srijem County,
which is extremely poor, and the budgets of municipalities and cities are small. The only way some
development projects can be realized are projects funded by the European Union. The main participants in
the development organization must prepare, develop, and later implement the project.

As the funds of the European Union, as well as other domestic and foreign funds, become more and
more available, there is a need for someone to deal only with that and thus ensure a constant inflow of funds
for the reconstruction of the economy and communal infrastructure. Five local self-government units noticed
this - Tovarnik, Tompojevci, Stari Jankovci, Lovas, and llok, and in the summer of 2005, they established a
joint TINTL Office, as stated by the Municipality of Tompojevci on its website (Established Development
Agency "TINTL," 2017). They desired to contribute to their communities' social and economic development
through more intensive and quality cooperation with domestic and international institutions and
organizations. The organization was founded on the model of inter-municipal cooperation, i.e., they "joined"
in launching a joint organization that will take care of and solves the problems and needs that all local self-
government units have. With this move, i.e., the establishment of inter-municipal cooperation, they jointly
solved several problems they had, such as impossibility of independent financing of the development agency,
impossibility of monitoring tenders of EU funds and other sources of financing, impossibility of developing
applications for applications, etc. the possibility of establishing cooperation between municipalities in the
region through cross-border cooperation programs, the Danube Strategy program and other programs at the
EU level. Inter-municipal cooperation can have a positive effect on the rationalization and efficiency of local
government operations. Following all the above, this paper's research area will be inter-municipal
cooperation due to the consumption of synergies in development through joint models of cooperation and
development projects. As several problems in this area are listed, the work itself will be based only on
specific segments. The most valuable segments and problems that will be covered in this paper are inter-
municipal cooperation at the operational level and inter-municipal cooperation on EU funds. Inter-municipal
cooperation at the operational level is necessary due to small human and financial incomes and the inability
of municipalities to solve specific problems independently, and inter-municipal cooperation on EU funds is
necessary due to the dissemination of knowledge and skills in implementing EU-funded projects, lack of
funding and expertise, and skill.

Theoretical background



Bobek (2017, p. 4) states that the growing need of society to think and work together stems from
current growing challenges such as climate change, energy transfer, globalization, etc. Cooperation is
expected to increase the substrate quality and legitimacy of mitigation solutions and decision conflicts
between competing interests, value both lay knowledge and expertise, build trust in institutions, or educate
and inform the public.

Literature and analyzes conducted exclusively in terms of inter-municipal cooperation are almost
non-existent. Thus, the article Intermunicipal cooperation (Giacomini, 2017) states that even if inter-
municipal cooperation is not a complete innovation as a real practice, it has only become the subject of study
in recent years still on the periphery of research, attracts increasing attention among scientists. Empirical
research has not been recorded either in Croatia or in the region. Theoretical articles and scientific papers
prepared with the topic of inter-municipal cooperation deal primarily with the organization of inter-
municipal cooperation and its economic effect, but not with the importance and effect of inter-municipal
cooperation. Some analyzes were made as part of the development of county development strategies, and all
include only the regional area, not the entire territory of the Republic of Croatia.

The Republic of Croatia is divided into units of regional self-government - counties and units of
local self-government - municipalities and cities. The efficiency of local self-government in all activities is
one of the essential segments. However, according to Kopri¢ (2010, p. 379), there are no systematic
measurements of productivity, efficiency, and quality of local self-government in Croatia, so it is unknown
what results in municipalities, cities, and counties have been achieved in recent years. According to the
general impression, many have launched infrastructure projects that are very important for the quality of life
and maintenance of housing in small towns, from gasification to the construction or reconstruction of
schools, including regional schools, from cemetery arrangements to sidewalks. Experts today often express
the view that local self-government is inefficient, but the frameworks for determining the productivity and
efficiency of local self-government have never been defined, and it is not known what should be measured.
Also, Jambrac (2016, p. 985) states that authorities in small units from the aspect of proximity and relatively
high immediacy can express tendencies of monopoly over local government. In small units, it is possible to
achieve close cooperation between the political, business and non-governmental sectors in the selection

authorities.

Vukovar-Srijem County is the easternmost county in the Republic of Croatia. It consists of 31 local
self-government units, of which 5 are cities. The administrative and administrative center of the county is
Vukovar, while the largest city is Vinkovci. In the area of Vukovar-Srijem County, local self-government
units are located and observed and analyzed in this paper.

According to demographic calculations at the end of 2011, 49.1% of the total population lived in
five-county towns, while the remaining 50.9% of the population lived in 26 municipalities. The share of the
urban population in the total population, concerning the average of the Republic of Croatia, where the share
of urban population is 70.4%, confirms its extremely rural character. According to the number and share of
inhabitants, 48% of local units have between 3,000 and 10,000 inhabitants, which make up 42.13% of the
total population of VSC. It is a favorable fact that units with less than 1,500 inhabitants (6.5%) have a
minimal share, and therefore the VSC is much better than the national level at which this share is 14.24%.
Data on the change in the number of inhabitants show that the least endangered are the local self-government
units, because they are losing the population the fastest (Razvojna strategija Vukovarsko- srijemske zupanije
za razdoblje do 2020. godine, p. 6).

Following the trends, but also due to the fact of increasingly difficult activities as an association of
citizens, the members of the Office for International Cooperation TINTL decided to establish an institution
called the Development Agency TINTL. As such, the institution was established in 2018 and began
operating in 2019. Together, the TINTL Development Agency and the TINTL Office for International
Cooperation have achieved outstanding results in the use of EU funds. As a legal form of activity, the Office
for International Cooperation TINTL is an association of citizens, and the Development Agency TINTL is an
institution. The TINTL Office for International Cooperation is financed by membership fees of local self-
government units and by performing economic activities. Revenues generated by performing economic
activities make up 95% of total revenues. The TINTL Development Agency is a budget user and receives
funds for its activities from the competent budget and is financed in 100% by public funds.

Research gquestion and research



This paper aims to analyze the possibility of using municipal incomes in the implementation of
projects of common interest through inter-municipal cooperation. To realize the primary goal of the work, it
is necessary to achieve the specific goals of the work:

o Objective 1: Propose the organization of inter-municipal cooperation - inter-municipal
cooperation can be organized in different ways and through different organizational forms, and with this
paper, we will explore the best ways;

o Objective 2: Analyze the shortcomings of previous organizations of inter-municipal
cooperation - inter-municipal cooperation has been established for many years for various purposes, and this
paper will explore all the shortcomings of individual, organizational forms have occurred so far;

o Obijective 3: To propose the organization of inter-municipal and cross-border cooperation on
development projects - different development projects require different approaches, and with this work, we
will propose the best.

Given the topic of the paper and the research topic, a qualitative approach to the research was
chosen. Procedures and research work will be based on independent work. The main research question is
whether and how and in what way municipal incomes can be used in the implementation of projects of
common interest through inter-municipal cooperation? This goal is set as the primary goal because most
municipalities of a similar development level, which are located in the same geographical area, have
common cultural, social, economic, and other challenges. The realization of specific research questions will
realize the main research question. Specific research questions are based on previous work and business
experience. As a responsible person in organizations operating in municipalities, which are structurally
different, we came across all sorts of examples that we want to further investigate and confirm/deny with this
paper. The specific research questions of this paper are the following:

o Specific research question 1: What are the models of inter-municipal cooperation; From the
legal point of view, the organizational form requires certain legal obligations, and from that point of view,
only the organization is critical. Also, this entails the way and models of financing.

o Specific research question 2: What are the shortcomings of the current models of inter-
municipal cooperation organizations; As with the previous specific research question, the way of acting
through the organizational form is critical.

o Specific research question 3: How can municipal incomes be used in establishing inter-
municipal and cross-border cooperation on development projects.

In preparing this research, different research and work methods will be applied. As the whole paper
is based on the analysis and comparison of the success of forms of inter-municipal cooperation in the field of
development projects, the business books of organizations operating in the field of development projects in
Srijem will be analyzed, with particular emphasis on project application success. This will be achieved in
two ways - by studying the annual reports and in person. The last research methods to be used are a survey
and interview of a decision-maker.

As sampling technique with probability without limitation is chosen, different data collection
techniques will be used. The first data collection technique will be a survey through questionnaires to be
delivered to the target population. Another data collection technique will be interviews with responsible
persons in the organization of the target population. The third technique of data collection will be the
collection of official reports.

The whole paper will be based on real examples from the practice of inter-municipal cooperation and
the use of municipal incomes, one of the most successful examples of good practice of inter-municipal
cooperation TINTL Office, then TINTL Development Agency and LAG "Srijem." Regardless of the many
positive examples, there are certainly theses that can be explored and discussed. Depending on the
organizational form, i.e., the mode of operation, there are differences in the field of success in the
implementation of development projects related to inter-municipal cooperation. This leads to the first
hypothesis, which also refers to goal 1:

1. Hypothesis 1: Organizations operating in the same sector are differently successful
depending on the organizational form. Inter-municipal cooperation requires both cooperation and agreements
in financing the inter-municipal cooperation itself, and the success depends on several factors. This led us to
the second hypothesis, which refers to goal 2:

2. Hypothesis 2: The success of the organization of inter-municipal cooperation depends on the
financial structure and sources of funding. Inter-municipal cooperation development projects are demanding
processes that require different approaches. The essential factors in planning any process are human incomes
and the availability of quality and adequate workforce. This leads to the third hypothesis, which refers to
goal 3:



3. Hypothesis 3: Quality use of municipal incomes in the establishment of inter-municipal
cross-border cooperation depends on the structure and dynamics of employment.

To determine the success of development stakeholders and their work and legal form, we conducted
a survey. The research was partly conducted through a questionnaire sent to development stakeholders in the
Republic of Croatia, the Republic of Serbia, Bosnia, and Herzegovina, and Montenegro. Development
stakeholders from all areas were involved, and a total of 65 development stakeholders were invited to
participate in the research, namely 30 local development agencies, 23 regional development agencies, and 12
local action groups. The study was conducted over two weeks. In response, we received 25 completed
guestionnaires, namely 13 local development agencies, eight regional development agencies, and four local
action groups. All regional development agencies, as well as local development agencies that are registered
in the Register of Regional Coordinators and Local Development Agencies, have been invited from the
territory of the Republic of Croatia. It is difficult to estimate the total number of development stakeholders in
the area covered by the research because the work of individual development stakeholders is non-transparent,
and data on them cannot even be obtained. Indeed, the number of development stakeholders is the largest in
the Republic of Croatia, which is understandable because the Republic of Croatia is in the European Union,
where such organizations' need is more significant. Development stakeholders are predominantly companies
or institutions, and their area of activity is mostly focused on local and regional self-government units. Given
that the founders mostly finance development stakeholders, it is not surprising that the vast majority believe
that politics has a tremendous impact on their actions. The questionnaire was completed by 20 development
stakeholders from Croatia, three development stakeholders from Bosnia and Herzegovina, and one
development stakeholder, Montenegro, and Serbia.

Confirmation of hypotheses

H 1. Organizations operating in the same sector are differently successful depending on the
organizational form.

Depending on the organizational form, i.e., the mode of operation, there are differences in the field
of success in the implementation of development projects related to inter-municipal cooperation. The number
of reported development stakeholder projects established as d.0.0. on average between 200 and 500,
organizations established as a legal form have the same number of registered projects up to 200 and 200 and
500, while the number of registered projects with development stakeholders established as a legal form of
associations is less than 200. The number of approved projects with organizations established as d.o.0. and
the institution is equal, i.e., on average between 200 and 500, while organizations established as an
association are less than 200. The average value of projects of organizations established as a legal form d.o.o.
is EUR 20-50 million, organizations established as institutions EUR 10-20 million, and organizations
established as associations EUR 5-10 million. Organizations established as a legal form d.o.o. they have
proven to be much more successful than other organizational forms, while the organizational form of
associations is the least successful.

It can be said that the organizational form of the development stakeholder has an impact on the
activities of the development stakeholder and on its success in terms of demanding development projects.
The first hypothesis was confirmed.

H 2: The success of the organization of inter-municipal cooperation depends on the financial
structure and sources of funding.

Inter-municipal cooperation requires both cooperation and agreements in the field of financing inter-
municipal cooperation itself, and success depends on these factors. Organizations that are financed mainly
with their funds or equally with their funds and the funds of the founders and projects funded by the EU have
applied for an average of 200-500 projects. Organizations funded predominantly by the founders' funds have,
on average, applied for less than 200 projects. The number of approved and contracted projects is higher than
200, i.e., between 200 and 500 only for organizations financed equally by own funds and funds of founders,
while the number of approved projects in all other cases is less than 200. The average value of contracted
projects of organizations financed by own funds financed mainly by the founders' funds is EUR 5-10 million,
organizations financed mainly by EU-funded projects EUR 10-20 million, while the average value of
contracted projects of organizations financed equally by own funds and funds of the founders is 20 to EUR
50 million. Organizations that are funded equally by their funds and the founders' funds achieve the best
results, while the least successful organizations are financed mainly by the founders' funds. The second
hypothesis was confirmed.



H 3: Quality use of municipal incomes in establishing inter-municipal cross-border cooperation
depends on the structure and dynamics of employment

Inter-municipal cooperation development projects are demanding processes that require different
approaches. An essential factor in planning any process is human incomes and the availability of quality and
adequate workforce. Regardless of the structure and dynamics of employment of 20 surveyed organizations,
or 80% of them participated in cross-border cooperation programs and as many as 23 and 92% in some form
of inter-municipal cooperation. It can be concluded that, regardless of the structure and dynamics of
employment, the establishment of inter-municipal cross-border cooperation makes good use of municipal
incomes. The structure and dynamics of employment do not affect inter-municipal cross-border cooperation.
The third hypothesis has not been confirmed.

Conclusion

Small local government units, small budgets, lack of financial incomes, insufficient human incomes
are facts that force municipalities to think differently and structure business differently. Today, when the
heads of local self-government units are increasingly becoming managers, they have to find different
solutions for the business's financial consolidation. One of the ways is undoubtedly inter-municipal
cooperation and "pooling" of incomes to better organize business and solve problems that the municipality
alone can not solve. Inter-municipal cooperation due to the consumption of synergies on demanding
development projects can be formal, and it is manifested through the establishment of organizations in the
form of development stakeholders. However, inter-municipal cooperation does not have to be established
only in the area of demanding development projects. It is also possible in other segments, and it is especially
present when the possibility of functional connection of municipalities in the Republic of Croatia appears.

More than two-thirds of the municipalities participating in inter-municipal cooperation benefited
from cost reduction and better public services, while greater institutional legitimacy was revealed in about
half of the cases. The positive effects of inter-municipal cooperation were mainly found in those small
municipalities that promoted the organization of service delivery and did not participate in service delivery
agreements or opted for a mixed joint public service arrangement (Giacomini et. Al., 2018). This form of
association is needed in the implementation of demanding development projects.

Through the analysis of this paper, the best approach in the form of establishing a development
stakeholder is the best form of inter-municipal cooperation in the field of demanding development projects.
The legal form that has proven to be the most productive in its operations so far is a limited liability
company, followed by an institution or a public institution.

When we talk about funding sources and the best forms of inter-municipal cooperation, it is
undoubtedly a cross-border cooperation program where there are several opportunities for the establishment
and financing of inter-municipal cooperation. The best way and approach to establishing inter-municipal
cooperation in cross-border projects is through development stakeholders who have the knowledge and
professional staff who can prepare it thoroughly and then implement it.

This research concludes that the relative number of development stakeholders from the territory of
the Republic of Croatia, the Republic of Serbia, Bosnia and Herzegovina and Montenegro responded. The
non-response of specific development stakeholders can be observed through several factors, and indeed, one
of them is that they have nothing to boast about, i.e., their work is not representative enough to join the
research. We can also ask ourselves to what extent development stakeholders are places for taking care of
administrative personnel or preparing certain people for political careers. The fact is that many politicians,
especially in the Republic of Croatia, came from development agencies. However, all persons who have
moved from development stakeholders to politics have moved to demand development positions that are
mostly concerned with demanding development projects and economic growth. Thus, in the Republic of
Croatia's ministries in leading and operational positions, we can find former employees of development
stakeholders.

This is an indicator that the development stakeholders, despite all prejudices, are seedlings of quality
staff and experts, and they employ high-quality people who are ready for new challenges. Of course, there
are always exceptions that distort the excellent overall picture. However, we believe that development
stakeholders are a shining example of inter-municipal cooperation on which any political decision to abolish
municipalities or functionally merge municipalities can be built.

This paper showed some facts related to inter-municipal cooperation and the impact of development
stakeholders on inter-municipal cooperation. Further research and analysis can be conducted within the
development stakeholders themselves by studying the very structure of employees, and the way they operate.



Yes, there is room to study the relationships and performance of development stakeholders from different
countries, depending on the availability of funds from international organizations.
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