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Executive Summary 

The report provides an overview of the innovation system in Croatia, primarily focusing on 

high growth innovative enterprises, policies for fostering growth, as well as innovation and 

productivity challenges, as well as challenges for R&I policymaking. 

Key findings 

Fostering competitiveness and growth has been a major policy concern in Croatia in the 

last few years. Croatia joined the EU in 2013, in the midst of a long recession, which ended 

in 2015. Several policy initiatives have been implemented, especially after Croatia’s 

accession to the EU. These included providing favourable loans and guarantees to 

businesses, development of business infrastructure throughout the country, in order to 

provide business support services, and subsequently introducing ESIF grants for fostering 

business competitiveness and growth, which quickly became the main policy measure for 

enhancing business innovation and expansion. These measures, as well as a favourable 

market trends resulted in increasing numbers of high growth companies, which recorded 

above-average numbers per million inhabitants in relation to the EU. In 2017, the total 

number of HGEs per million inhabitants amounted to 400.98, which was 9.4% above the 

EU average (366.65). In the period 2012 – 2016, the share of employment in fast-growing 

enterprises in total employment increased from 1.45% to 3.46%; EU average in 2016 was 

5.2%. 

However, high growth companies which operate in innovative sectors, although increasing 

in numbers, still record numbers below the EU average. In the period 2014 – 2017, the 

total number of HGIEs in innovative sectors per million inhabitants averaged at 82.4% of 

the EU average, eventually reaching 83% in 2017. The number of HGIEs in innovative 

sectors amounted to 75.3, while the EU average amounted to 90.8. Majority of high-tech 

companies, along with their respective employment, in Croatia are focused on knowledge-

intensive services, while the high-tech manufacturing is in decline.  

The available data on annual growth rates of labour productivity per hour worked and per 

person indicates high volatility of levels of productivity, as the growth rates oscillate from 

year to year. In the period 2009 – 2016, high-technology activities (C21 and C26) recorded 

an average annual growth rate of 10.3% in terms of productivity per hour and 11.8% in 

terms of productivity per person. However, annual productivity growth rate in knowledge-

intensive services (J58-J63) amounted to -1.22% when measured per hour, and 0.39% 

when measured per person. Average annual growth rate of productivity per hour and 

productivity per person in professional, scientific and technical activities (M) amounted to 

-2.6% and -3.9%, respectively. 

There is a high correlation in productivity levels and the size of the firms, which can be 

attributed to more efficient management, better access to technologies and international 

markets, as well as more resources for facilitating innovation. However, the productivity 

advantage of large firms over SMEs is being reduced. The data indicates that the levels of 

productivity in SMEs seem to be converging to that of large firms. In 2016, birth rate in 

Croatia amounted to 8.73% (EU28 = 9.78%), while the recorded death rate amounted to 

8,04% (EU28 = 8.21%). 

A more significant growth of innovative enterprises has still not been observed. There have 

been three main policy measures which are expected to boost scaling up of HGIEs, and all 

of them are co-financed through ESIF (Operational programme Competitiveness and 

Cohesion 2014 – 2020). These include financial instruments, grants for innovative SMEs 

and measures for establishing a VC market. Financial instruments, which include 

favourable loans and guarantees, obtained through ESIF amounted to € 500m; this amount 

has already been contracted in full. ESI Funds are providing a strong contribution to the 

financing of innovation activities through grants, but their absorption and effectiveness 

have been hindered due to administrative procedures, delays in development and call 

publication, slow evaluation and contracting of implementing bodies, as well as due to 

implementation challenges faced by the beneficiaries. 
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Venture capital market in Croatia is still underdeveloped. Most recent equity investments 

so far have been undertaken by the Economic Co-operation Funds, which mainly focused 

on mature businesses and their need for recapitalisation, restructuring, and merging. 

However, in 2018 and 2019, two significant initiatives for supporting HGIEs, managed by 

the European Investment Fund, have been launched with the support of local partners 

(Ministry of Regional Development and EU Funds and Croatian Bank for Reconstruction and 

Development). In addition to creating one or more venture capital funds for investing into 

Croatian start-ups and HGIEs, resources have been secured for fund investments and co-

investments into target companies. Both programmes (CVCi FoF and CROGIP), jointly 

worth 112m EUR, should facilitate the development of a venture capital market in Croatia 

and have a positive effect on both the number of HGIEs, as well as the intensity of their 

growth. On the other hand, even though some policy actions have been undertaken in 

order to improve business environment, a number of challenges still remain and further 

efforts are necessary in order to efficiently boost innovation, productivity and growth. 

 

Challenges for R&I policy-making in Croatia 

1. Increase funding for competitive basic research: Despite the implemented 

R&D reform in 2013, after which CSF became only national fund for basic research, 

as well as significant increase of funds allocated in comparison to the period 2013-

2015, funding for competitive basic research projects is still inadequate as it 

amounts to 0.024% of GDP as opposed to 0.15%, which was recommended by the 

2014 Strategy of Education, Science and Technology. 

2. Improve the quality of science base and governance of public research: 

Despite the implementation of performance-based research funding system to 

strengthen research competition in 2013, the quality of science base is estimated 

poor and unsatisfactory, as a consequence of inadequate connections of public 

funding of research institutions and research performance, lack of coordination and 

effective management in research and innovation, as well as failure to establish an 

efficient reward mechanism for researches and their career development. 

3. Strengthening innovation and research capacities of business sector:  

Croatian companies invest mostly in non-R&D innovation and record significantly 

lower R&D investments in comparison to other EU member states. The sustainability 

of innovation system and positive impact on companies’ R&D and innovation 

performance is mostly expected from the implementation of the Smart 

Specialisation strategy (S3) and related ESI funds. During 2019, several new Calls 

focused on enhancing industrial innovation and research capacities, have been 

published. A positive impact on business R&D and innovation performance can also 

be expected from the reintroduction of tax incentives for companies’ R&D. 

4. Strengthening the national innovation system and efficient use of ESI 

funds: Reform of the national innovation system undertaken in 2018 includes the 

establishment of inter-ministerial National Innovation Council, National Council for 

Industry and five thematic innovation councils. That is an important step in building 

an effective national innovation system and a stimulating environment for 

innovation and S3 implementation. 

5. Strengthening human resources in science and technology: Croatia performs 

significantly below the EU average in human resources, as well as all levels of 

education including early childhood education and basic skills. It has been 

experiencing a declining trend in the number of doctorates awarded since 2013. 

MSE intensified in 2019 their activities on the implementation of curricular reform 

in primary schools, while the CSF is implementing an ESF programme for young 

Researchers in which doctoral students are to be financed with the European Social 

Fund to develop their research careers. 
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1 Assessing HGIEs (companies scaling up)1  

 

Main policy initiatives to boost the scaling up of companies in 2019 

There is not common definition of HGIEs in Croatia and such enterprises are not explicitly 

recognised as a target of policy initiatives and measures. However, many measures that 

support enterprises at start-up and scale-up stages actually provide support to HGIEs. 

Access to finance for SMEs in general and start-ups in particular has been a major policy 

concern since the beginning of the last economic crisis (2008). In addition to favourable 

loans (which were significantly expanded through ESIF) and guarantees, grants were 

gradually introduced when ESIF funding became available. Simultaneously, the 

development of business-related infrastructure has been intensified across Croatia. Within 

29 ESIF calls worth over € 810.8m, several were related to business-related infrastructure, 

including the recent Call for the development of entrepreneurial zones worth € 36.5m2. A 

typical range of services of business support institutions, all of which tend to be provided 

at favourable terms or free of charge), includes office space, education, mentorship and 

support to access to finance. In some cases, HGIEs benefitted from such support. 

Moreover, several start-up contests and acceleration programmes (both publicly and 

privately managed) were launched, which contributed to wider recognition and access to 

knowledge, partnerships and investments for some HGIEs. However, the data on these 

initiatives is not systematically collected and analysed.  

As of 2019, there are three main policy measures which are expected to boost scaling up 

of HGIEs, and all of them are co-financed through ESIF (Operational programme 

Competitiveness and Cohesion 2014 – 2020). These include financial instruments, grants 

for innovative SMEs and measures for establishing VC market. 

Financial instruments3, which include favourable loans and guarantees promoted by 

Croatian Agency for SMEs, Innovations and Investments (HAMAG-BICRO), obtained 

through ESIF amounted to € 500m; this amount has already been contracted in full. The 

largest sum (€ 215m) has been allocated to ESIF Loans for growth and development, which 

target SMEs which operate for at least 2 years. Total allocation per project amounts to € 

50,000 with the repayment deadline of 10 years and an interest rate of 1.5%. 

There have been several types of grants for which HGIEs have been eligible. In 2019, the 

main grant scheme which targeted such enterprises was Innovations in newly established 

SMEs4, for which € 20m was allocated. Due to high interest, the submission of applications 

was paused in June 2019, however, towards the end of July 2019, the total allocation was 

increased to € 26m and submissions are expected to continue by the end of September. 

Furthermore, in July another grant scheme (“Innovations in S3 areas”5) was published, 

targeting innovative SMEs. The allocation of the Call, which closes in November 2019, 

amounts to € 85m. Both grant schemes are managed by Ministry of Regional Development 

and EU Funds of Croatia (MRDEUF), Ministry of Economy, Entrepreneurship and Crafts 

(MEEC), and HAMAG-BICRO.  

Other relevant grants schemes for fostering SME growth in the last few years include the 

following: 

 
1 There is no single, widely accepted definition of HGIEs in the research community (e.g. Petersen 

and Ahmad, 2007; Costa et al. 2016). In this report, we refer to HGIEs as a heterogeneous and 
dynamic group of fast growing (over an extended period of time) firms that have the capacity to 
innovate and compete on a larger scale, in a broader product space, operate in a larger number of 
markets, or widen networks and partnerships. In this template, we consider the terms of HGIEs and 
scale-up companies as interchangeable. 
2 https://www.mingo.hr/page/gotovo-270-milijuna-kuna-za-razvoj-46-poduzetnickih-zona-diljem-hrvatske 
3 https://hamagbicro.hr/financijski-instrumenti/ 
4 https://strukturnifondovi.hr/natjecaji/inovacije-novoosnovanih-msp-ove-ii-faza/ 
5 https://strukturnifondovi.hr/natjecaji/inovacije-u-s3-podrucjima/ 

https://www.mingo.hr/page/gotovo-270-milijuna-kuna-za-razvoj-46-poduzetnickih-zona-diljem-hrvatske
https://hamagbicro.hr/financijski-instrumenti/
https://strukturnifondovi.hr/natjecaji/inovacije-novoosnovanih-msp-ove-ii-faza/
https://strukturnifondovi.hr/natjecaji/inovacije-u-s3-podrucjima/
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6. Competitiveness and development of SMEs, with total allocation of € 115m (max 

per project: € 4m) – closed in December 20176; 

7. Construction and equipping the production capacities of SMEs, with total allocation 

of € 26m (max per project: € 2m) – closed in December 20187; 

8. Commercialisation of entrepreneurial innovation, with total allocation of € 15m 

(max per project: € 1m) - closed in December 20178; 

9. Internationalisation of SMEs’ businesses – phase 2, with total allocation of € 7.7m 

(max per project: € 130,000) – open until June 20209.  

In June 2018, The Croatian Venture Capital Initiative (CVCi FoF)10 was established by 

European Investment Fund (EIF) and the Ministry of Regional Development and EU Funds 

(MRDEUF) with the purpose of creating one or more venture capital funds for investing into 

Croatian start-ups and HGIEs. Following a competitive procedure, Fil Rouge Capital was 

selected to manage the new VC fund, whose activities started in 2019. EIF allocated € 35m 

into the fund, while private investors contribute at least €7m.  

In January 2019, European Investment Fund and Croatian Bank for Reconstruction and 

Development (HBOR) launched Croatian Growth Investment Programme (CROGIP), a € 

70m investment programme to support fast-growing SMEs which are established and are 

operating in Croatia. EIF and HBOR will each commit € 35m in order to facilitate additional 

private-sector investments into equity funds. The two measures represent an initiative for 

the development of venture capital industry in Croatia as well as an establishment of an 

independent financial market in that area11.  

Additionally, there are policies for fostering entrepreneurship awarded by the Ministry of 

Economy, Entrepreneurship and Crafts (MEEC) in line with the Strategy for the 

Development of Entrepreneurship in Republic of Croatia. However, these mostly have an 

impact on regional cohesion, rather than on scaling up and high-growth enterprises.  

 

 

  

 
6 https://strukturnifondovi.hr/natjecaji/kompetentnost-razvoj-msp/ 
7 https://strukturnifondovi.hr/natjecaji/izgradnja-i-opremanje-proizvodnih-kapaciteta-msp/ 
8 https://strukturnifondovi.hr/natjecaji/komercijalizacija-inovacija-poduzetnistvu/ 
9 https://strukturnifondovi.hr/natjecaji/internacionalizacija-poslovanja-msp-ova-faza-ii/ 
10 https://www.eif.org/what_we_do/resources/CVCiFoF/index.htm 
11 https://www.hbor.hr/en/eif-and-hbor-launch-new-equity-investment-programme-in-croatia/ 

https://strukturnifondovi.hr/natjecaji/kompetentnost-razvoj-msp/
https://strukturnifondovi.hr/natjecaji/izgradnja-i-opremanje-proizvodnih-kapaciteta-msp/
https://strukturnifondovi.hr/natjecaji/komercijalizacija-inovacija-poduzetnistvu/
https://strukturnifondovi.hr/natjecaji/internacionalizacija-poslovanja-msp-ova-faza-ii/
https://www.eif.org/what_we_do/resources/CVCiFoF/index.htm
https://www.hbor.hr/en/eif-and-hbor-launch-new-equity-investment-programme-in-croatia/
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1.1 Profile of HGIEs 

According to the European Commission definition (EC, 2016), a high-growth enterprise 

(HGE) is an enterprise with an average annual growth in the number of employees of more 

than 10% a year over three consecutive years and with 10 or more employees at the 

beginning of the observation period. In the period 2012 – 2017, the number of high growth 

enterprises measured in employment (with growth of 10% or more) in Croatia increased 

by 51.9%, at an average annual growth rate of 8.8%. Given the fact that the largest growth 

rate in the number of such companies was recorded in 2015 (14.2%), which is also the 

first year of GDP growth after the financial crisis of 2008, the reasons for this growth in 

number of enterprises have likely included the economic recovery after a prolonged 

recession, which could in part also be attributed to the effects of EU membership. In 2017, 

the total number of HGEs amounted to 1656. 

Figure 1: Number of HGEs measured in employment in Croatia (NACE Rev2: B-N_X_K642 

– Business economy except activities of holding companies) 

 

Source: https://rio.jrc.ec.europa.eu/en/stats/key-indicators and ESTAT (2019) 

In 2017, the total number of HGEs per million inhabitants amounted to 400.98, which was 

9.4% above the EU average (366.65). As seen in the figure below, in the period 2014 – 

2017, Croatia recorded above average numbers of HGEs per million inhabitants in 

comparison to the rest of the EU. However, it is important to note that Croatia has been 

recording a significant decline in population, due to extensive emigration and a negative 

natural change, which can also have a small effect on the aforementioned indicators.  
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Figure 2: Number of HGEs measured in employment per million inhabitants in EU and 

Croatia (NACE Rev2: B-N_X_K642 – Business economy except activities of 
holding companies) 

 

Source: https://rio.jrc.ec.europa.eu/en/stats/key-indicators and ESTAT (2019) 

When observing a rate of high-growth enterprises, i.e. the share of HGEs in active 

enterprises with at least 10 employees, the most represented sectors include H – 

Transportation and storage, (15.75%), N – Administrative and support service activities 

(14.83%), C – Manufacturing (13.15%), J- Information and communication (13.02%) and 

F – Construction (12.91%). 

Figure 3: Share of high growth enterprises (measured in employees) in active 
enterprises with at least 10 employees in 2017 (%) 

 

Source: https://rio.jrc.ec.europa.eu/en/stats/key-indicators 

When observing the ratio between HGEs and a total number of enterprises in the sector, 

the most represented sector is C – Manufacturing with 2.3%, followed by H – 

Transportation and storage (1.34%), B – Mining and quarrying (1.32%), and F – 

Construction (1.21%).  
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Figure 4: Share of high-growth enterprises per sector in 2017 

 

Source: https://rio.jrc.ec.europa.eu/en/stats/key-indicators and ESTAT (2019) 

The increase in the number of high-growing firms, during the period 2012-2017, was 

accompanied by a significant increase in employment in HGEs (42.9%), with an average 

annual growth rate of 8.2%. As seen in the figure below, that increase resulted in a positive 

trend in employment within fast-growing enterprises expressed as a percentage of total 

employment. 

Figure 5: Employees in high growth enterprises measured in employment (NACE Rev. 2: 

Business economy except activities of holding companies) 

 

Source: https://rio.jrc.ec.europa.eu/en/stats/key-indicators 

In the period 2012 – 2016, the share of employment in fast-growing enterprises in total 

employment increased from 1.45% to 3.46%, which resulted in an evident convergence 

towards the EU average, which in 2016 amounted to 5.2%. 
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Figure 6: Employment in fast-growing enterprises (% of total employment) 

 

Source: EC (2019) European Innovation Scoreboard 2019, available at: 
https://ec.europa.eu/growth/industry/innovation/facts-figures/scoreboards_en 

When observing the share of HGEs in total employment of active enterprises with at least 

10 employees, the available data indicates that Croatia recorded the levels of employment 

in HGEs close to the EU average. 

Figure 7: Employment share of HGEs measured in employment12 (NACE Rev.2: Business 

economy except activities of holding companies) – in percentage (%) 

 

Source: https://rio.jrc.ec.europa.eu/en/stats/key-indicators 

 
12 number of employees among high-growth enterprises divided by the number of employees among the stock of 

active enterprises with at least 10 employees 
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Figure 8: Number and growth rate of high-growth enterprises in innovative sectors 

 

Source: https://rio.jrc.ec.europa.eu/en/stats/key-indicators 

In line with the aforementioned increase in number of HGEs, a significant increase in 

number of high-growing firms operating in the innovative sectors, i.e. HGIEs was also 

recorded. The number of enterprises active in the sectors of medium-high-technology 

(MTEC), high-technology (HTEC), knowledge-intensive market services (KIMS), high-tech 

knowledge-intensive services (KISTEC) and other knowledge intensive services (KISOTH) 

in the period 2012 – 2017 increased approximately by 41.9%, with an annual growth rate 

of 7.4%. In 2017 total number of such companies amounted to 298, which was 9.2% 

higher than the previous year. Majority of these companies operated in KIMS (39.6%), 

which were followed by firms active in KISTEC (31.5%) and MTEC (23.2%), while only 

3.4% of the enterprises were engaged in the high-technology sector. 

Figure 9: Number of HGEs by innovative sectors 

 

Source: https://rio.jrc.ec.europa.eu/en/stats/key-indicators 

These trends correspond to the general orientation of Croatian economy towards services. 

The majority of actors in Croatian high-tech industry are active in knowledge-intensive 

services, whose numbers have been increasing since the financial crisis of 2008, while the 

number of actors in high-tech manufacturing (along with the respective employment) 

declined (Dukić, Kozina and Dukić, 2019).  
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inhabitants averaged at 82.4% of the EU average, eventually reaching 83% in 2017. The 

number of HGIEs amounted to 75.3, while the EU average amounted to 90.8. 

Figure 10: Number of HGIEs per million inhabitants 

 

Source: https://rio.jrc.ec.europa.eu/en/stats/key-indicators 

In the period 2012 – 2017, the number of employees in HGIEs increased by 43,4%, as it 

grew approximately 7.9% annually. In terms of employment growth, these enterprises 

outperformed the rest of the economy, showing greater resilience in the last years of the 

crisis (2012 – 2014) and better performance in the subsequent period of economic growth. 

Consequently, the share of HGIEs in total employment increased from 1.3% in 2014 to 

1.7% in 2017. Such significant increase in employment of HGIEs stems from an increased 

number of HGIEs in Croatia, as well as from their growth in size, in the context of overall 

positive trends in the labour market.  

Figure 11: Employment in HGIEs 

 

Source: https://rio.jrc.ec.europa.eu/en/stats/key-indicators 

The presented data indicated that in the period 2012 -2017, Croatian HGEs and HGIEs, 
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EU28 average, excluding the number of HGEs per million inhabitants, which already records 

above-average values. Increased demand in local and key export markets facilitated these 

trends, but the underlying competitiveness factors have not been much improved. 

Moreover, the lack of specialised highly skilled workforce may hinder future growth of these 

enterprises, unless adequate measures in education and immigration policy are 

undertaken.   

In the case of venture capital, as seen from the figure below, in the period 2012 – 2018, 

Croatia showed two diametrically opposed trends in each of the halves of the observed 

period. While the share of venture capital investments in GDP in the EU recorded a 

continuous positive trend, the share in Croatian GDP recorded an increase from 1.5% 

(2012) to 8.04% (2015), before declining to 2.1% in 2018. This, however, can in part be 

attributed to the increase in Croatian GDP, which was has been continuous since 2015. 

Figure 12: Venture capital as a percentage of GDP 

 

Source: EC (2019) European Innovation Scoreboard 2019, available at: 
https://ec.europa.eu/growth/industry/innovation/facts-figures/scoreboards_en 

Despite evidently low levels of VC, the supply of start-ups and HGIEs and the previously 

mentioned initiatives for establishing VC industry in Croatia, should lead to increased 

volumes of equity investments in the future. 

1.2 Funding 

After being severely impacted by the financial crisis in 2008, and a subsequent recession, 

Croatian economy has been in recovery for a better part of a decade. In 2015, Croatia 

recorded its first positive GDP growth rate (2,4%) since 2008. The growth accelerated in 

2016 (3.5%) before slowing down in the following period (2.9% and 2.7% in 2017 and 

2018, respectively) mostly due to insolvency problems of the Croatian largest private 

company Agrokor. That company is a major food and retail conglomerate, which has been 

the largest private sector employer in the country. Its liquidation was avoided by 

enactment of a specific law through which a government appointed interim CEO who took 

over management of the company. Croatia was ranked 58th for 2018 on the Ease of Doing 

Business indicator in the World Bank’s Doing Business report (World Bank, 2019). Despite 

the fact that in the past few years Croatia has invested significant efforts in creating an 

environment favourable for conducting business, such as reducing notary fees, introducing 

a new form of limited liability company with a lower minimum capital requirement and 

simplifying incorporation procedures, its position fell (in 2017 and 2018, the country ranked 

51st). Furthermore, according to the Global Innovation Index (GII, 2019) Report 2019, 

Croatia’s Market Sophistication and Business Sophistication pillars were relatively weak, as 

it was ranked in 71st and 49th positions, respectively. The indicator of investment, under 
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the pillar Market Sophistication was ranked 84th out of 129 observed economies. In terms 

of attracting investments, Croatia’s desirability is burdened by inconsistent legislation, high 

taxes, as well as inefficient public administration, and increasing emigration of highly 

qualified professionals after Croatia’s accession to the EU (Dukić, Kozina and Dukić, 2019).  

Venture capital market in Croatia is still underdeveloped.  The majority of equity 

investment market in Croatia occurred through Economic Co-operation Funds (ECFs), 

which mostly deal with recapitalisation, restructuring, consolidating and merging 

businesses rather than with investing into high-growth / high-risk enterprises. Croatian 

Business Angel Network (CRANE) was founded in 2008. Since then, its members have 

invested about €5.4m into start-ups13. On the other hand, due to small market size, no VC 

funds so far focused exclusively on Croatia. International VC funds which have been 

occasionally active in Croatia invested in specific start-ups with a high growth potential 

(e.g. ShoutEm, Repsly, Bellabeat etc.), but without major effects on local VC market 

development. Since the clients of these start-ups were usually abroad (usually in the EU 

or in the USA), subsequently they often relocated some of all of their activities abroad. 

From the beginning, the focus of VC investments has been on ICT start-ups, due to their 

expected scalability which should enable fast growth. In some cases, ICT is combined with 

robotics, fintech or manufacturing.  

Since 2007 there have been several unsuccessful attempts to launch a public-private VC 

fund, starting with the VENCRO programme of BICRO (now HAMAG-BICRO) agency14. 

During the crisis, the Government supported and co-financed public-private Funds for 

Economic Co-operation, but they operated as private equity funds focused on mature 

businesses with liquidity or solvency issues, rather than on start-ups or HGIEs. For 

example, according to Croatian Financial Services Supervisory Agency  (HANFA) monthly 

reports (HANFA, 2019), in the period 2011 – 2018, total number of VC and private equity 

(PE) funds declined from 2 to 1, while the value of their respective net assets contracted 

from € 45m to € 330,000.  

Figure 13: Net assets of VC/PE funds operating in Croatia 

VCFs Management 2013 2014 2015 2016 2017 
Jun. 
18 

Dec. 
18 

Nexus Alpha 
Nexus Private 
Equity Partners 

5.9 6.0 10.8 3.1 1.4 0.8 0.3 

Quaestus 
Private Equity 
Kapital 

Quaestus 
Private Equity 

10.3 9.8 6.9 6.6 2.2 0.0 0.0 

Total Net assets 16.2 15.9 17.7 9.7 3.5 0.8 0.3 

Source: HANFA (2014 - 2019)  

 

 

Figure 14: Net assets of ECFs operating in Croatia 

ECFs Management 2013 2014 2015 2016 2017 
Jun. 
18 

Dec. 
18 

Alternative 
Private Equity 
FGS    

Alternative 
Private Equity 

19.57 4.18 5.30 1.65 1.25 1.32 1.47 

Honestas FGS 
Honestas 
Private Equity 
Partners  

0.08 1.45 41.72 35.50 55.91 32.60 29.97 

Nexus FGS 
Nexus Private 
Equity Pratners 

10.97 43.39 15.49 14.87 17.52 16.03 34.17 

Prosperus FGS 
Prosperus 
Invest 

5.95 20.10 21.98 29.61 33.60 34.17 16.33 

 
13 http://www.poslovni.hr/startup-i-vase-price/u-hrvatskoj-je-godisnje-10-startupa-spremno-za-investicije-ali-

nema-poreznih-olaksica-za-to-351586 
14 http://www.poslovni.hr/hrvatska/osniva-se-jpp-fond-rizicnog-kapitala-vencro-69600 

http://www.poslovni.hr/startup-i-vase-price/u-hrvatskoj-je-godisnje-10-startupa-spremno-za-investicije-ali-nema-poreznih-olaksica-za-to-351586
http://www.poslovni.hr/startup-i-vase-price/u-hrvatskoj-je-godisnje-10-startupa-spremno-za-investicije-ali-nema-poreznih-olaksica-za-to-351586
http://www.poslovni.hr/hrvatska/osniva-se-jpp-fond-rizicnog-kapitala-vencro-69600
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ECFs Management 2013 2014 2015 2016 2017 
Jun. 
18 

Dec. 
18 

Qauestus 
Private Equity 
Kapital II  

Quaestus 
Private Equity 

11.93 14.02 33.24 34.56 37.14 44.36 50.43 

Total Net assets 48.51 83.15 117.73 116.19 145.42 128.48 132.37 

Source: HANFA (2014 - 2019)  

Right now, there is an active regional VC fund managed by South Central Ventures, seated 

in Amsterdam. It is primarily supported by the EU, through the Western Balkans Enterprise 

Development and Innovation Facility, with some backing received from participating 

countries. This € 40m fund is dedicated to investments in start-ups, small and medium 

tech-companies in Western Balkans and Croatia. So far it has invested in 19 enterprises, 

8 of which are from Croatia15. In addition to seed capital (up to € 100,000 per company, € 

1.5m in total), most of the investments are allocated to early stage and growth investments 

of up to € 3m per company.  

Previously mentioned CROGIP and CVCi FoF programmes, initiated by EIS, MRDEUF and 

HBOR, are expected to kickstart the development of the VC industry in Croatia. A major 

step is the establishment of the € 42m VC fund managed by Fil Rouge Capital16, and 

focused on Croatian start-ups and HGIEs. The launch occurred in 2019. The VC fund will 

support the local ecosystem and invest in innovative technology companies in the early 

stages of development. There are two pillars – accelerator (€ 9m) and VC fund (€ 33m). 

Prior to acceleration, there will be a start-up school for a hundred projects which will receive 

an investment of € 10,000. In the acceleration phase, around 160 projects will be 

supported that have developed a product ready for the market, with investments ranging 

from € 25,000 to 50,000. VC fund will enable financing of 44 projects, with investments 

ranging from € 250k to 2m. 

Furthermore, it is estimated that in by the beginning of 2020, another VC will become 

active – Feelsgood Social Impact Investment Fund17, worth € 30m. The Fund is focused on 

investing in projects with significant social impact in Croatia and Slovenia, and so far, it 

has been approved by EIF and HANFA. 

HGIEs also have an option of securing funding from ESIF, as several grant schemes have 

been published in the last few years (and mentioned in previous sections). These grant 

schemes are attractive since they do not lead to ownership dilution or ‘hands on’ 

management by funding providers. However, uncertainties about timing of calls, 

evaluations and disbursements, as well as administrative requirements associated with 

these grant schemes, can also deter some applicants.   

  

1.3 Best practices for HGIEs  

Support to entrepreneurship is a widely shared policy objective at national, regional and 

local levels. These include the Smart Specialisation Strategy (S3), Strategy for the 

Development of Entrepreneurship in Republic of Croatia 2013 – 2020, Strategy for 

Fostering Innovation 2014 - 2020, as well as local and regional development strategies, all 

of which have defined goals of fostering entrepreneurial environment and competitiveness. 

For example, the development strategy of the City of Zagreb18 has defined priorities for 

the development of fostering entrepreneurial environment, and development of an 

economy based on knowledge, innovations and quality. 

Measures for fostering economic activities on national level primarily refer to incentives 

awarded by the Ministry of Economy, Entrepreneurship and Crafts (MEEC) in line with the 

 
15 https://sc-ventures.com/portfolio/ 
16 https://strukturnifondovi.hr/novi-financijski-instrument-za-poduzetnike-vrijedan-vise-od-42-milijuna-eura/ 
17 http://www.poslovni.hr/trzista/prvi-vc-fond-razvijen-u-hrvatskoj-krece-u-sijecnju-356159 
18https://www.zagreb.hr/UserDocsImages/gu%20za%20strategijsko%20planiranje/Razvojna%20strategija%20

Grada%20Zagreba_SGGZ_18-17.pdf 

https://sc-ventures.com/portfolio/
https://strukturnifondovi.hr/novi-financijski-instrument-za-poduzetnike-vrijedan-vise-od-42-milijuna-eura/
http://www.poslovni.hr/trzista/prvi-vc-fond-razvijen-u-hrvatskoj-krece-u-sijecnju-356159
https://www.zagreb.hr/UserDocsImages/gu%20za%20strategijsko%20planiranje/Razvojna%20strategija%20Grada%20Zagreba_SGGZ_18-17.pdf
https://www.zagreb.hr/UserDocsImages/gu%20za%20strategijsko%20planiranje/Razvojna%20strategija%20Grada%20Zagreba_SGGZ_18-17.pdf
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national Strategy for the Development of Entrepreneurship, and specific acts, such as the 

State Aid Act (OG47/14, 69/17), Investment Promotion Act (OG 102/15, 25/18, 114/18), 

Act on fostering development of SMEs (OG 29/02, 63/07, 53/12, 56/13, 121/16), and 

HAMAG-BICRO, which is focused on fostering innovative entrepreneurship. 

However, the effectiveness and impact of the adopted strategies, implemented measures 

and allocated resources often varies. The policy measures implemented include reduction 

of administrative burden (including digitisation of administrative procedures), access to 

finance for RDI, growth and development (grants and financial instruments – loans, 

guarantees and equity investments), provision of services at favourable terms (incubation, 

acceleration, education, mentorship, internationalisation) as well as different tax incentives 

for investments and RDI projects.  

Except the provision of services, which is implemented locally (by specific support 

institutions, such as Zagreb Innovation Centre (ZICER) in Zagreb, and development 

agencies in other counties) and some small local grants, all other measures are 

implemented at the national level.  

The overview of some of measures implemented at national level is presented in the 

following table.  

Table 1: National measures for fostering entrepreneurship   

Measure Promoter Type 
Value 

awarded 

Number 
of 

projects 

Reference 
period 

Proof of concept – POC HAMAG-BICRO Grants € 11m 222 
2010 - 
2016 

Development of knowledge-based 
companies – RAZUM 

HAMAG-BICRO Grants € 3.3m 7 2015 

Programme for the development of 
technological infrastructure 

HAMAG-BICRO Grants € 9.5m 7 
2008 - 
2006 

Research and development 
programme – IRCRO 

HAMAG-BICRO Grants € 1.8m 19 2015 

National Guarantees HAMAG-BICRO 
Guarantee
s for loans 

€ 13m n/a 2018 

ESIF loans and guarantees HAMAG-BICRO 
Favourable 
loans and 
guarantees 

Up to 
0.05m 

n/a 2019 

Lifelong learning for crafts 
programme 

MEEC Grant € 0.3m 861 2018 

Development of SMEs and crafts in 
areas inhabited by members of 
national minorities 

MEEC Grant € 1.7m 95 2018 

Development of cooperative 
entrepreneurship programme 

MEEC Grant € 0.3m 22 2018 

State aid for research and 
development projects 

MEEC 
Tax 
incentives 

up to 0.3m 
per project 

n/a 2018 

Source: MEEC (2019), HAMAG-BICRO (2019)  

There is currently an ESIF-supported project implemented by HAMAG-BICRO which aims 

to create a network of business support organisations which will enable better quality and 

standardisation of services, sharing of experiences, project collaboration, joint delivery of 

services etc (Business Organisation Network Development – BOND). In addition, another 

two projects are coordinated by MEEC, which are expected to have a significant impact on 

entrepreneurial environment. “Strategic project for support of Cluster Competitiveness 

Initiatives” has a general objective of increasing competitiveness and specialisation of its 

economy in line to its transformation and structural changes for the industry, while the 

“Strategic Project for support of establishment of Innovation Network for Industry and 

Thematic Innovation Platforms” has a goal of creating an efficient and self-sustainable 

support framework and encourage private sector investments in RDI.  

Given the lack of monitoring and evaluation data and studies, it is difficult to analyse the 

exact impact of relevant national / regional strategies and policies to encourage and 

support entrepreneurial activity. This will change over time, since many (if not most) 
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measures implemented today include co-financing through ESIF (such as the ones 

mentioned in the previous sections), and their implementation is subjected to monitoring 

and evaluation. However, on the basis of overall positive trends in enterprise development, 

it can be concluded that additional resources made available in the recent years (primarily 

through ESIF), coupled with some reduction of administrative and tax burdens are 

generating positive results. 

When it comes to HGIEs in particular, there are two notable challenges – VC funding and 

access to skilled workforce. The gap in the case of venture capital financing is being 

addressed through the ESIF-backed fund mentioned above. On the other hand, labour 

shortages due to both increased demand and emigration occur in many sectors in Croatia. 

HGIEs are particularly exposed to them. 
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2 Assessing policy actions to improve productivity growth  

2.1 Productivity growth in innovative sectors 

According to the EBRD (2018), actual and potential growth, as well as total factor 

productivity declined significantly after the financial crisis of 2008. Total factor productivity 

(TFP) has been lower than in comparable economies even before the 2008 crisis and has 

continued to decline in the following years. Negative demographic trends, combined with 

low levels of investments and significant investment gaps, unfavourable business 

environment and economic uncertainty, as well as with low access to finance, significantly 

hindered the growth rate of productivity in Croatian companies. The same report indicates 

that in the period prior to financial crisis and up until 2014, construction and tourism were 

the only sectors with improving productivity, however TFP remained at relatively low levels. 

When observing available data on annual growth rates of labour productivity per hour 

worked and per person, indicates high volatility of levels of productivity, as the growth 

rates oscillate from year to year. These oscillations are even more prominent when put in 

the context of EU28 growth rates. 

Figure 15: Labour productivity of Croatia and EU28 

 

Source: https://rio.jrc.ec.europa.eu/en/stats/growth-rates-labour-productivity 

The following tables provide an overview of annual growth rates of labour productivity in 

knowledge-intensive activities, which serve as significant facilitators of innovation (OECD, 

2006). In the period 2009 – 2016, high-technology activities (C21 and C26) recorded an 

average annual growth rate (weighted average calculated on the basis of total number of 

firms in each of the sectors) of 10.3% in terms of productivity per hour and 11.8% in terms 

of productivity per person. On the other hand, annual productivity growth rate in 

knowledge-intensive services (J58-J63) amounted to -1.22% when measured per hour, 

and 0.39% when measured per person. Average annual growth rate of productivity per 

hour and productivity per person in professional, scientific and technical activities (M) 

amounted to -2.6% and -3.9%, respectively. 

Table 2: Annual growth rate of labour productivity of knowledge-intensive NACE Rev.2 
activities - Productivity per hour 

  2009 2010 2011 2012 2013 2014 2015 2016 

C21 -2.4% 72.5% -27.3% -7.8% 5.8% -36.8% 22.3% -9.8% 

C26 82.2% 12.2% -16.3% -26.7% 16.0% 4.0% 13.7% 2.1% 

J58-J60 -15.1% -9.6% 22.1% 12.5% 22.0% -21.0% -1.9% 21.9% 

J61 2.5% 7.3% -0.3% 41.2% -8.1% -10.9% -29.3% -34.3% 

J62_J63 -28.8% -16.3% -0.8% 6.3% -14.2% 7.9% 36.8% -21.1% 

M -5.5% -13.3% -4.3% 3.6% 1.3% 11.4% -6.9% -7.0% 
Source: https://rio.jrc.ec.europa.eu/en/stats/growth-rates-labour-productivity 
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Table 3: Annual growth rate of labour productivity of knowledge-intensive NACE Rev.2 

activities - Productivity per person 

  2009 2010 2011 2012 2013 2014 2015 2016 

C21 -4.6% 65.3% -26.6% -7.2% 6.1% -37.0% 11.8% 18.7% 

C26 98.2% 12.0% -9.4% -28.0% 14.5% 3.5% 4.5% 2.3% 

J58-J60 -13.5% -10.0% 13.8% 8.0% 24.1% -20.6% 5.6% 11.3% 

J61 -5.0% 4.0% 9.7% 49.1% -12.1% -29.2% -17.7% -26.8% 

J62_J63 -24.6% -15.7% -2.5% 5.9% -12.2% 0.6% 30.8% -14.7% 

M -4.4% -14.6% -3.4% 0.9% -0.8% 11.7% -12.1% -8.2% 
Source: https://rio.jrc.ec.europa.eu/en/stats/growth-rates-labour-productivity 

When observing the weighted mean of annual growth rate of all of the aforementioned 

NACE rev. 2 activities, representing knowledge-intensive sectors, the data indicates that 

in the period 2009-2016, productivity levels measured per hour decreased on average at 

a rate of -1.91% annually, while the levels of productivity per person annually decreased 

by a rate of -2.96%. 

Figure 16: Weighted mean of annual growth rate of knowledge-intensive sectors 

 
Source: https://rio.jrc.ec.europa.eu/en/stats/growth-rates-labour-productivity, ESTAT (2019) 

Given the fact that the labour productivity depends on real economic output and total 

labour input, which is largely driven by investments into capital, technological progress 

and human capital development, Croatia often experiences high levels of oscillations in the 

growth rate of labour productivity. That is also observable in knowledge-intensive sectors, 

as facilitators of innovation. Declining or low levels of labour productivity growth rate in 

knowledge-intensive sectors in the period 2009 – 2013 (with the exception of 2012) were 

most likely caused by the negative economic environment, while the spike in 2014 probably 

happened due to increased exports, due to Croatia’s accession to the EU. The declines in 

growth rates of labour productivity in the period 2015-2016, were most likely caused by 

an increasing labour force and working hour which grew more intensely than the economic 

output. 

   

According to available Eurostat data regarding the apparent labour productivity in 

knowledge-intensive sectors, measured in gross added value per person employed, 

indicated that the highest levels of productivity were recorded in Telecommunications (€ 

84,200 per person employed in 2016), followed by Manufacture of basic pharmaceutical 

products and pharmaceutical preparations (€ 61,900 per person employed in 2016), and 

Air transport (€ 38,600 per person employed in 2016). Average gross value added per 

person employed weighted by a total number of firms in each of the sectors, amounted to 

€ 20,800 in 2016, while the average during the period 2008 – 2016 amounted to € 20,330. 
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Table 4: Apparent labour productivity in knowledge-intensive sectors (Gross value added per person employed) - thousand euro 

    2008 2009 2010 2011 2012 2013 2014 2015 2016 

9 Mining support service activities        36.2   

19 
Manufacture of basic pharmaceutical products and 
pharmaceutical preparations 

0 48.7 63.4 56.3 58 55.6 56.5 49.9 61.9 

21 Manufacture of computer, electronic and optical products 29.6   20 20.5 31.5 33.3 34.3 36 

26 Air transport       38.7         38.6 

51 Publishing activities 22.9 21.1 19.6 20.5 18.3 19.3 20.7 20.1 21.9 

59 
Motion picture, video and television programme 
production, sound recording and music publishing 
activities 

22.8     24.2 23.6 27.1 22.7 29.1 33.2 

60 Programming and broadcasting activities  22.9 22.9 23.3 21.6 25.5 26.4 27.9 27.1 

61 Telecommunications   98.4 108.3 99.3 95.3 88.4 84.8 82.2 84.2 

62 
Computer programming, consultancy and related 
activities 

26.7 28.1 25.8 27.9 27.5 27.2 25.9 27.3 28.3 

63 Information service activities 23.5     25.8 17.4 21 21.9 22.3 26.7 

69 Legal and accounting activities 20.7 19.5 17.7 18.3 16.8 17.8 16.1 18.2 18.9 

70 
Activities of head offices; management consultancy 
activities 

29 27.3 28.9 27.1 29.4 28.3 19.3 28.8 14.1 

71 
Architectural and engineering activities; technical testing 
and analysis 

30.5 28.4 24.3 21.3 19.3 22 22.9 22.7 24.2 

72 Scientific research and development   13.6 13.3 13.3 29.3 28.2 29.7 30.6 31.3 

73 Advertising and market research 24.8 24.6 22.3 20.8 20.4 22.1 21 22.9 24.7 

74 Other professional, scientific and technical activities 13 13.7 12.3 12.3 11.5 11.3 10.5 11.9 12.8 

75 Veterinary activities  20.9 18.9 18.3 17 16.7 17.7 19 19.1 

78 Employment activities       8.7 7.9 10.2 10.5 11.7 10.7 

79 
Travel agency, tour operator reservation service and 
related activities 

17.3 12.6 12.9 12.6 13.4 14.1 15.5 16 20.3 

  Weighted arithmetic mean 21.16 20.77 19.62 21.22 19.41 20.41 18.69 20.92 20.80 

Source: ESTAT (2019) 
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As seen in the figure below, there is a high correlation in productivity levels and the size 

of the firms, which can be attributed to more efficient management, better access to 

technologies and international markets, as well as more resources for facilitating 

innovation. The data on labour productivity of SMEs in relation to that of large firms for 

the period 2010 - 2016 indicates that companies with up to 9 employees recorded an 

average productivity levels of 42.8% of productivity recorded in large firms (Firms with 

over 250 employees = 100%). Companies employing between 10 and 49 employees 

recorded an average productivity levels of 68.5% of levels recorded in large firms, while 

the same indicator for companies employing between 50 and 249 people amounted to 

76.5%. The same data indicates converging trends towards the productivity levels of large 

companies, as the share of all groups significantly increased during the observed period. 

The percentage at micro firms (0-9 employees) increased from 37.8% in 2010 to 51.7% 

in 2016, the percentage at small firms (10-49) increased from 63.7% to 80% in the same 

period, while medium companies (50-249) recorded an increase from 70.9% to 87.5%. 

SMEs’ convergence towards productivity levels of large companies is possibly a 

consequence of increased outputs due to increased exports after 2014 and a more 

favourable economic environment in the post-recession, as well as post-accession period. 

Figure 17: Labour productivity by size class compared to large firms (% of productivity of 
large firms) in B-N_S95_X_K – Total business economy, except financial and 
insurance activities 

 

Source: https://rio.jrc.ec.europa.eu/en/stats/relative-productivity-levels-firm-size-compared-large-firms 

In the period 2012 – 2016, average birth rate of enterprises in Croatia amounted to 8.63%, 

while average death rate amounted to 9.55%. This indicated lower birth rate and higher 

death rate of enterprises in Croatia, when compared to the EU28 average. In 2016, birth 

rate in Croatia amounted to 8.73% (EU28 = 9.78%), while the recorded death rate 

amounted to 8,04% (EU28 = 8.21%). In the same period, average churn rate of Croatian 

businesses amounted to 18.19%, while the last recorded churn in 2016 amounted to 

16.77%.  
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Figure 18: Business demography: birth rate, death rate and business churn (%)19  

 

Source: https://rio.jrc.ec.europa.eu/en/stats/firm-demography-birth-and-death-rate 

In the period 2012 – 2014, businesses were still burdened by decreased economic activity 

due to an ongoing recession, and an insecure economic environment, which resulted in 

relatively higher death rate of businesses in 2012 and 2014. On the other hand, in 2012, 

the government abolished minimum capital requirements and allowed setting up of ‘simple 

limited liability companies’, which led to establishment of many such businesses during 

2013, when the birth rate spiked over the level of death rate. In the period 2014 – 2016, 

as the process of recovery had started, business churn declined, as both death rate and 

birth rate stabilised. According to the latest CBS data (June 2019), total number of business 

entities (trade companies and entities in crafts and trade) further increased 15.4% since 

2016, which is coincided with the recorded economic growth and rising demand, but 

probably also included new businesses created to avoid or reduce specific tax liabilities 

(e.g. VAT or income tax). 

 

2.2 Policies for addressing low productivity growth 

Croatia has a wide set of national strategies and other policies in place, aimed at fostering 

competitiveness and development of the overall economy. They serve as a basis for 

implementation of different measures, including the measures aimed at reduction of 

administrative burden, grants and financial instruments, provision of services at favourable 

terms, tax incentives for investments, which have been summarised in the section 1.3 Best 

practices for HGIEs.  

Several selected strategies and national policies which address the productivity growth are 

outlined in the text below. 

There are three strategies which serve as sub-strategies of the Smart Specialisation 

Strategy20 (S3 Strategy) - such as the Industrial Strategy of the Republic of Croatia 2014-

202021, Strategy for Fostering Innovation of the Republic of Croatia 2014 – 202022 and 

Strategy of Education, Science and Technology23. Each of these sub-strategies, focusing 

on different area of the economy, has served as a basis for the development of the S3 

 
19 Birth rate - number of enterprise births in the reference period divided by the number of enterprises active 
Death rate - number of enterprise deaths divided by the number of enterprises active  
Business churn - birth rate + death rate 
20 http://www.obzor2020.hr/userfiles/obzor2020/pdfs/Strategija_pametne_specijalizacije_RH_2016_2020.pdf 
21 https://www.mingo.hr/public/industrija/Industrijska_strategija_%202014_2020.pdf 
22 https://www.mingo.hr/public/documents/Strategija_poticanja_inovacija_18_12_14.pdf 
23 http://www.novebojeznanja.hr/UserDocsImages/datoteke/KB_web.pdf 
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https://rio.jrc.ec.europa.eu/en/stats/firm-demography-birth-and-death-rate
http://www.obzor2020.hr/userfiles/obzor2020/pdfs/Strategija_pametne_specijalizacije_RH_2016_2020.pdf
https://www.mingo.hr/public/industrija/Industrijska_strategija_%202014_2020.pdf
https://www.mingo.hr/public/documents/Strategija_poticanja_inovacija_18_12_14.pdf
http://www.novebojeznanja.hr/UserDocsImages/datoteke/KB_web.pdf
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Strategy, the main national strategy focusing the public investments funded by ESIF 

through the Operational Programme Competitiveness and Cohesion 2014 – 2020,  within 

the scope of the industrial and innovation policies.  

Strategy for the Development of Entrepreneurship24 of the Republic of Croatia 2013 

– 2020 sets measures to increase the competitiveness of small economy in Croatia within 

five strategic goals: 

1) Improving the economic performance; 

2) Improving access to finance; 

3) Promotion of entrepreneurship; 

4) Improving entrepreneurial skills; 

5) Improving the business environment. 

Investment Promotion Act (OG 102/15, 25/18, 114/18) regulates granting of state aid 

to encourage investment, with the goal to foster economic growth and realisation of the 

Croatian economic policy, its involvement in international economic flows and increasing 

the investment ability and competitiveness of Croatian enterprises.  

While all of the above strategies set goals, priorities and measures for development of 

different economic areas and sectors, the Operational Programme Competitiveness 

and Cohesion 2014 – 202025 (OPCC) has the strongest impact on enhancing the 

productivity of Croatian companies, especially in the case of innovative and knowledge-

intensive sectors, due to the fact that, as previously determined, all major initiatives for 

increasing competitiveness and overall business environment involve ESIF.  

OPCC is funded through European Regional Development Fund (ERDF) and Cohesion Fund 

(CF), which enables significantly larger budgets of individual public calls, compared to 

measures funded solely through national and/or regional budgets. The OPCC concentrates 

investments into nine thematic goals (TO) of the common strategic framework and specific 

investment priorities and their specific goals. When it comes to priorities related to 

increasing the productivity and competitiveness of enterprises, besides the ones oriented 

towards development of infrastructure, there are two main priorities tackling 

competitiveness of companies directly: TO-01 Strengthening research, technological 

development and innovation and TO-03 Enhancing the competitiveness of small and 

medium-sized enterprises, the agricultural sector (for the EAFRD) and the fisheries and 

aquaculture sector (for the EMFF). 

A large share of measures enabling funding for companies are oriented towards facilitating 

innovation activities of Croatian companies and encouraging cooperation of companies with 

scientific organisations on research and development activities. When the low levels of 

corporate investments in research and development in Croatia is considered, the 

orientation of the EU funding towards research, development and innovation activities of 

companies as a mean to boost their productivity and competitiveness seems reasonable. 

There is also a significant focus on SMEs, since 97.5% of Croatian enterprises have less 

than 50 employees.  

Given the State budget constraints over the last decade and limited availability of other 

modes of funding, there is a strong (and increasing) reliance on the EU funding of both 

public and private investments. However, the EU funds remain underutilised; the 

comparison of Croatian performance with other new member states shows underutilisation 

in early post-accession years (EBRD, 2018). Still, a large share of public investments, 

which are considered as crucial for supporting productivity growth, depend heavily on the 

availability of the EU funding and are implemented at significantly slower pace then initially 

planned and expected. 

While the availability of EU funding does encourage enterprises to invest into development 

of new and competitive products, services and processes, adjustment to new market 

conditions and opportunities, certification, and other activities which could increase their 

 
24 http://www.europski-fondovi.eu/sites/default/files/dokumenti/Strategy-HR-Final.pdf  
25 https://strukturnifondovi.hr/wp-content/uploads/2017/03/OPKK_eng-1.pdf  

http://www.europski-fondovi.eu/sites/default/files/dokumenti/Strategy-HR-Final.pdf
https://strukturnifondovi.hr/wp-content/uploads/2017/03/OPKK_eng-1.pdf
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productivity and competitiveness, there are still significant barriers which hinder efficient 

absorption of available EU funds. These primarily include complex administrative 

procedures required for project application for co-funding, delays in development and 

publication of public calls, as well as low evaluation capacities of implementing authorities 

which, altogether, result in significant delays in absorption of available EU funding. Similar 

deficiencies were recorded in 2015 efficiency review of management of ESIF funds made 

by State Audit Office in 2015 (SAO, 2015), however, the majority of these problems still 

remain. Slow absorption is evident when viewing in time lapse of an overview of spending 

ESIF funds, as, according to EC, until the end of 2018, Croatia spent only 17% of planned 

funds, lowest among member states, as it can be observed from the figure below.  

Figure 19: EU overview of implementation of ESIF funds by member state – spending as 
% of planned 

 

Source: https://cohesiondata.ec.europa.eu/overview 

Furthermore, the procedures related to evaluation of both funding programmes and funded 

projects are still not fully developed or applied consistently between different thematic 

objectives and relevant authorities. Doing so could significantly improve the absorption of 

the EU funding for investment projects in the next programming period. 

While there is a significant emphasis in supporting research, development and innovation 

activities through EU funding, policies aimed at strengthening the access to funding should 

be further strengthened, especially when it comes to venture and equity capital, tax 

incentives, as well as non-financial incentives (e.g. innovative public procurement).  

Additional efforts should also be invested in design and introduction of new measures 

aiming at reducing the negative impact of nonperforming loans, which have significant 

impact on productivity (Balgova et al, 2016). Namely, Croatia is still recording relatively 

high level of corporate nonperforming loans (20.43% as of December 2018), despite the 

decrease over the last years. 

Since 2017, improvements have been made in decreasing the administrative and non-tax 

burdens. These slight improvements have been recognised by World Bank, as Croatia 

improved its rank in terms of paying taxes (measuring payments, time and total tax and 

contribution rate) in Doing business report, as it climbed from 95th position in 2018 to 89th 

in 2019. These efforts should be continued and, potentially strengthened by introduction 

of measures aiming at decreasing the financial burdens of doing business, especially when 

it comes to gross costs of labour, in order to increase its competitiveness when it comes 

to attraction of foreign direct investments. To sum up, there is a relatively wide scope of 

national strategies and policies which are, directly or indirectly, aiming to foster 

productivity growth in Croatia. Most of the financial measures in place strongly rely on the 

availability of the EU funding while, at the same time, Croatia is still underutilising the 

available EU funds and further efforts are necessary to increase the absorption of the EU 

funds for Croatian investments. Some improvements have been made in the direction of 

enhancing the business environment, but additional actions are necessary to efficiently 
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boost productivity growth (e.g. additional decrease of administrative and financial burdens 

of doing business, reducing the negative impact of NPL-s, etc.). Evaluation culture should 

also be strengthened to enable timely identification of efficiency of different policies and 

measures, as well as their improvements and adaptation to changes in the environment.   
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3 R&I challenges and policy responses 

3.1 R&I system 

Since Croatia’s entry into the EU in July 2013, which granted access to the European 

Structural and Investment Funds (ESI Funds/ESIF) and enabled the adoption of Smart 

Specialisation Strategy (S3) the science policy in Croatia has undergone reforms of the 

innovation system, seeking better research and innovation performance.  

The governance of the R&I system in Croatia (Figure 1) is centralised at the national level. 

The Parliament and Croatian Government take key decisions regarding legislation and 

changes in research organisations while the Committee for Education, Science and Culture 

(CESC) of the Parliament monitors the implementation of policies and legislations. 

The Ministry of Science and Education (MSE) is responsible for the entire research and 

higher education system. Together with the Ministry of Economy, Entrepreneurship and 

Crafts (MEEC) and the Ministry of Regional Development and European Funds (MRDEF) 

implements the Smart Specialisation Strategy (S3) and ESIF operational programmes 

related to the priority axes 1 and 3 of the Operational Programme Competitiveness and 

Cohesion 2014-2020 (OPCC, 2014).  

Figure 20: Figure 1. Structure of the R&D&I system 

 

Legend: CESC-Committee for Education, Science and Culture; ASHE-Agency for Science and Higher Education; 
AMPEU-Agency for Mobility and EU Programmes; NCSHETD-Council for Science, Higher Education and 
Technological Development; NCDHP-National Council on the Development of Human Potential; MSE-Ministry 
of Science and Education; MEEC- Ministry of Economy, Entrepreneurship and Crafts; MRDEUF- Ministry of 
Regional Development and European Funds; ITC (1-5)-Innovation thematic councils; CSF-Croatian Science 
Foundation; CoREs-Centres of Excellence. 

The MSE is supported by the National Council for Science, Higher Education and 

Technological Development (NCSHETD), as an independent advisory body in the domain 

of scientific research, and by the National Council on the Development of Human Potential 

(NCDHP) in the domain of education and the Croatian Qualifications Framework. 

The Croatian Science Foundation (CSF) became by 2013 R&D reforms the single national 

funding body for competitive projects in basic research. The Croatian Agency for Small 

Business, Innovation and Investment (HAMAG-BICRO) is responsible for the 

https://www.sabor.hr/en/committees/education-science-and-culture-committee-9-term
https://www.sabor.hr/en/committees/education-science-and-culture-committee-9-term
https://mzo.gov.hr/
https://www.mingo.hr/
https://www.mingo.hr/
https://razvoj.gov.hr/
http://www.nvzvotr.hr/hr/aktivnosti
http://www.nvzvotr.hr/hr/aktivnosti
http://www.kvalifikacije.hr/en/national-council
https://www.hrzz.hr/default.aspx?id=47
http://www.investcroatia.hr/about-us/
http://www.investcroatia.hr/about-us/
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implementation of business R&I-related ESIF measures, provides guarantees to small and 

medium enterprises (SMEs) and implements other innovation programmes. 

Revitalisation of the national innovation system, after several years of stagnation, began 

in 2018 with the establishment the National Innovation Council and the five innovation 

thematic councils following the foundation of the Innovation council for industry in 2017 

(Official Gazette, 129/2017) and activated in 2018. 

The activities of knowledge transfer and science-industry cooperation are performed by 

several university technology centres (in Osijek, Zagreb and Split) as well as by the Science 

and Technology Park of the University of Rijeka. 

The Agency for Science and Higher Education is responsible for setting up a national 

network for quality assurance and evaluation of scientific research and higher education. 

The Agency for Mobility and EU Programmes (AMPEU) was established with the task of 

promoting and implementing lifelong learning and EU mobility programmes.   

Majority of research activities are performed by 10 universities (8 public and 2 private) 

and 25 public institutes while around 70 other legal entities (hospitals, Croatian Academy 

of Sciences and Arts, etc.) also contribute to research activities. Private sector entities 

perform around 50% of all research activities in the country, similarly represented by large 

and medium-sized enterprises (CBS, 2018). 

The government has undertaken a series of reforms in R&D sector since 2013 which 

produced significant changes in funding, organising, and evaluation of scientific work. 

Despite reforms, the performance of Croatian research and innovation system is considered 

suboptimal and inferior to the most of its Central and Eastern European peers26 (CEE) 

(“New Europe”) and deteriorating in recent years (EC, 2019a; World Bank, 2018, p.33). 

The key factors explaining these declining trends are identified in underinvestment in basic 

research (EC, 2018a) excessive fragmentation of the science base, poor incentives for 

research careers and internationalisation of science (EC, 2019a), low technological 

capacities of companies, lack of public-private cooperation and inefficient management of 

the science and innovation systems (World Bank, 2015). 

Even with the € 646.79m from ESIF in the period 2014-2020 to support research and 

innovation, investments in R&D remain low (0.86% of GDP in 2016 and 2017) and with no 

significant progress towards its national 2020 R&D target of 1.4% of GDP. 

This provides argument that poor R&I performance is the result, among others, of 

insufficient R&I investments (OPCC, 2014) (Challenge 1). The governance of research 

system and the quality of science base is estimated as poor and unsatisfactory (EC 2018a; 

EC 2019a), characterised by excessive fragmentation (EC, 2018a; World Bank 2018) 

(Challenge 2). Private sector R&D investments are fairly stagnant and low (never reached 

more than 0.43% of GDP) (Challenge 3). The absorption of ESIF is limited and the overall 

innovation performance is deteriorating in the recent years (EC, 2019a; World Bank, 2018) 

(Challenge 4) while human resources have declining trends (Challenge 5).  

According to the 2019 Council recommendation (EC, 2019b), Croatian R&I system needs 

to a.) strengthen innovation performance and advanced technologies to foster productivity 

growth, b). overcome fragmentation of research system and strengthen R&I governance, 

c.) organise research around key economic priorities identified by S3, d.) foster investment 

that could support technology transfer and cooperation between universities and 

businesses and e.) improve educational attainments and accelerate curricular reforms. 

 

 
26 Bulgaria, Czech Republic, Estonia, Hungary, Latvia, Lithuania, Poland, Romania, Slovak Republic, Slovenia. 

https://www.mingo.hr/page/tematska-inovacijska-vijeca-zapocela-s-radom
https://www.mingo.hr/page/tematska-inovacijska-vijeca-zapocela-s-radom
https://www.azvo.hr/en/
http://www.mobilnost.hr/en/content/about-us/
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3.2 Challenge 1: Increase funding for competitive basic research 

Description  

Croatian investments in R&D are rather low and stagnant and reached only 0.86% of GDP 

in both 2016 and 2017 (48% from private and 52% from public sources in 2017) while 

public funds for R&D have also long-term diminishing trend and amounted to only 0.44% 

of GDP in 2017. This makes Croatia the country with the fourth lowest R&I investments 

among its Central and Eastern European (CEE) peers in 2017 (only Romania, Latvia and 

Bulgaria lag behind). Per capita investment in research achieved only 16% of EU-27 

average (€ 619.9 vs. € 101.9 per inhabitant) and in public research sector reached only 

about 25% of the EU average (Table 1). It is of particular concern that public funds for 

competitive basic research have been reduced, since the R&D funding reform in 2013, by 

almost 50% compared with the years before and are showing a more significant upward 

trend since 2016. The number of projects has been also reduced by 90% (about 700 

projects have been cumulatively funded to date) (Perfido, 2019) in order to strengthen 

research competition and to fund only excellent, rigorously evaluated research projects. 

About € 6.7m dedicated to performance–based research funding (OG, 2013) introduced by 

the same 2013 R&D reform have proved to be insufficient to cover the basic operating 

costs of research and to improve strategic skills and financial responsibilities of research 

organisations. 

Table 5: Trends in R&D investments, 2008-2017 
 

Croatia EU 28 
 

2008.             2017. 2008. 2017. 

 Investments in R&D (% GDP) 

Gross domestic expenditures on R&D 

(GERD) 

0,88 0,86 1,83 2.06 

Business expenditures on R&D (BERD)  0,39 0,42 1,16 1,36 

Public expenditures (higher education and 
government sectors)   

0,49 0,44 0,66 0,68 

Investments  (€ per capita) 

Gross domestic expenditure on R&D 

(GERD)   

98,7 101,9 479,7 619,9 

Business expenditures on R&D (BERD  43,7 49,3 303,2 409,0 

Public expenditures (higher education and 
government sectors)  

54,8 52,7 171,9 206,3 

Source: Eurostat, data extracted: 25 April 2019 

Policy response  

After the initial 2013—2015 R&D reforms influenced by the budgetary constraints, CSF’s 

funds have been steadily increasing from around € 6.7m per year to € 12m in 2017 with a 

projection of significant increase of State budget for research grants over € 14m in 2021. 

When it comes to institutional funding, the Government adopted in September 2018 a 

Decision on programme funding for public higher education institutions in the period 2019- 

2022 (OG 87/2018) which should provide an increase of about 17% of the funds for the 

performance-based research funding27 in education and research (a total of € 60m per 

year) compared to around € 52m a year in the previous programming period. Programme 

funding for research is increased to € 8.8m a year for funding basic material costs of 

research activities and another € 1.7m is planned for funding material costs based on 

results (20% of basic material costs).The programme funding will be concluded separately 

with each higher education institution while the same decision is expected for public 

research institutes. 

 
27 https://mzo.hr/hr/novi-programski-ugovori-donijet-ce-visokim-ucilistima-prosjecno-povecanje-od-17-posto-

sredstava?cat=155 

https://mzo.hr/hr/novi-programski-ugovori-donijet-ce-visokim-ucilistima-prosjecno-povecanje-od-17-posto-sredstava?cat=155
https://mzo.hr/hr/novi-programski-ugovori-donijet-ce-visokim-ucilistima-prosjecno-povecanje-od-17-posto-sredstava?cat=155
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The sustainability of R&I funding is expected to be facilitated by ESIF for 2014-2020 which 

include funds of € 646.79m intended to strengthen the economy by enhancing R&I 

performance. The total allocation of € 10.68 billion should contribute 3% of GDP on an 

annual basis (EC, 2015, p. 87).  

Assessment  

It is estimated that most of state budget expenditures, around 90%, are spent on salaries 

and operational costs (World Bank, 2018) leaving little room for competitive project 

funding or performance-based research funding. The share of public funding is around 70% 

of the revenues of research/higher education institutions with significant differences 

between them. The remaining resources are coming mostly from the national or European 

research grants, private sector and international institutions.  

The competitive research grants for basic research are suffering from the lack of diversified 

funding resource and financial means.  Following the 2013 R&D reform, the Croatian 

Science Foundation (CSF) has become the only national fund for basic research. The 

significant increase in research grants per project which is the result of funding a small 

number of large projects initiated by the 2013 reform, proved insufficient for more 

ambitious research endeavours, particularly in the STEM area. Many researchers have 

failed to obtain research grants and lack basic operating costs for research (Švarc et al., 

2019). 

Despite funds for competitive basic research allocated to CSF in 2016-2018 are significantly 

increased in comparison to 2013-2015 programme funding, they did not reach the pre-

reform investments of about € 17m in 2010 and 2011 (Švarc et al., 2019). The 2014 

Strategy of Education, Science and Technology (SEST) recommends increasing budget 

resources for CSF projects and programmes to at least 0.15% of GDP (around € 73m in 

2017), while it amounts only to 0.024 % Of GDP.  

The European funds for research and innovation activities did not compensate so far for 

the reductions in national budget for basic research. Most ESI funds for R&I are intended 

for specific projects engaged in industrial applications and the commercial exploitation of 

research resulting in cooperation with companies. Significant proportion of these funds are 

intended for large infrastructural projects such as the Children’s Centre for Translational 

Medicine of the Children's Hospital Srebrnjak (€ 58m) or O-ZIP of the Rudjer Boskovic 

Institute (€ 72m) whereas a smaller amount of € 50m was dedicated to frontier research 

of 10 centres of research excellence (CoREs). 

 

3.3 Challenge 2: Improve the quality of science base and 

governance of public research 

Description  

The quality of science base in Croatia is estimated as poor and unsatisfactory (EIS, 2019; 

EC, 2018a) while research system is uncompetitive in terms of researchers’ career 

development, performance-based research funding and obtaining research grants. By 

research excellence composite indicator Croatia was in 2016, despite 7% of growth rate 

since 2013, the fifth worst country in the EU, and only Bulgaria, Lithuania, Poland and 

Romania were behind (Vertesy, 2018). 

By scientific quality, as measured by the single country publications citation impact 2014-

2016, Croatia is at the bottom of European countries and only Bulgaria is behind (0.48 vs 

European average of 0.96 citations) (EC, 2018b).The share of Croatia's total scientific 

publications that are among the top 10% most cited publications worldwide has not 

changed much in the last 15 years; it is rising slightly, but compared to the EU average 

(10.6%) it remains very low at 4.6% in 2017 (compared to 3.9% in 2000). Better scientific 

output with similar or smaller public investment in science (Figure 1) are produced in 

https://efondovi.mrrfeu.hr/MISCms/Pozivi/Poziv?id=ffce62e6-578a-4f04-8242-b0ee6983befb
https://efondovi.mrrfeu.hr/MISCms/Pozivi/Poziv?id=ffce62e6-578a-4f04-8242-b0ee6983befb
http://ozip.irb.hr/
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Bulgaria, Romania, Hungary, Poland, Slovakia and Slovenia meaning that Croatia 

underperforms most of its CEE peers (EIS, 2019). 

 

Figure 21: Public funds against scientific publication among 10% most cited in CEE 

 

Although internationalisation of research and openness of research system to foreign 

researchers in Croatia is quite low, Croatia, with 492 international co-publications per 

million population, outperform its CEE peers except Slovenia, Czechia and Estonia (EIS, 

2018). Croatia received € 5,042 per researchers (FTE) from Horizon 2020 so far (EC, 2017) 

and thus outperforms majority of its CEE peers except Latvia, Estonia and Slovenia. 

However, the total contribution is only € 32m, ranging Croatia at the fifth worst place 

among all member states. Croatia lacks a coherent and integrated policy framework and 

competent public administration for R&D and innovation (EC, 2018a; EC, 2019a; World 

Bank, 2018) with limited transparency and deficient incentives for research excellence and 

career development.  

Policy response 

Performance-based research funding system launched in 2013 to strengthen research 

competition and financial autonomy of institutions is continued for the period 2019-2022 

by the Decision on programme funding for public higher education institutions (OG 

87/2018) with the aim to align programme funding with the best practices of the EU 

member states. It provides funds for a) basic material costs of research – calculated by 

the number of researchers and articles published in Web of Science (WoS) and Scopus and 

for b) additional material costs based on results (20% of basic costs) which depends on 

the value of the contracted national and international competitive scientific projects, the 

proportion of PhD graduates outside R&D system, and the number of published articles in 

the first quarter (Q1) WoS journals. Performance-based funding for public institutes is 

under preparation. 

The rationalisation in teaching and research staff started in 2014 with the Decision to ban 

the new employment of civil servants (Official Gazette 114/2014), which forced research 

institutions to rationalise with their research posts to stay within the limits of assigned 

institutional budget. This raised competition among PhD students/assistants for new posts 

and among senior researchers for promotions into higher scientific grades. Each new post 

at public institutes (including administration) should be approved by the Ministry of Science 

and Education. The promotion criteria of researchers into higher scientific/teaching grades 

are yet determined centrally at the national level but more rigorous criteria are adopted in 

2017 (OG, 2017) such as number of articles in WoS/Scopus and in journals with the top 

quartile ranking. The new Collective agreement for employees in higher education and 
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research sector was adopted in December 201828 which introduced for the first-time 

standardisation in distribution of working hour. By this norm researchers at public institutes 

spend 90% of the working time on competitive projects which received funding by public 

call in competition with other projects on the international, national or institutional level 

(article 68). The aim is to clearly define researchers’ commitment to research activities. 

The working hour at universities are equally divided between teaching and research and 

10% remains for administrative and other duties.   

Assessment  

Despite science policy reforms initiated in 2013, the public funding of research institutions 

remains poorly linked to research performance. Performance criteria for research funding, 

formally introduced in 2013, are still loosely used for evaluation and funding of research 

institutions with adverse impact on scientific productivity, internationalisation of research 

and engagement in competitive research projects. The implementation of performance 

criteria of the new programme funding legislated in 2018 will be very probably postponed 

for 2020 due to the complaints of the academic community for violation of university 

autonomy and programme requirements that do not comply with the current legislation. 

The Ministry of Science and Education produced many new decisions and rules without 

precise guidelines which opens the door to different interpretations and practices. This is 

the result of the lack of coordination and effective management in research and innovation 

policies (EC, 2019a, p.49). The research system is parochial, with low mobility of 

researchers and weak internationalisation of research. Effective policies that combat the 

fragmentation of national science and higher education systems is not in place; majority 

of faculties are not integrated in university but remain legally separate entities that hamper 

strategic development (EC, 2019b). European Research Council (ERC) grantees are mostly 

located outside Croatia (19) while only 4 grantees are settled at home which might indicate 

poor working environment and inadequately governed scientific system. 

The efficient reward mechanism for researches and their career development is not 

established. Despite several policy actions are carried out to strengthen research 

competition and excellence (e.g. programme funding, employment coefficients) individual 

merit is loosely related to performance based research funding; the principles of 

egalitarianism among researches are changing very slowly since the incentives to reward 

high-performing researchers are scarce and still uncommon. Frontier research projects are 

rare but exist in biomedical, natural and ICT sciences (Rudjer Boskovic Institute, University 

of Rijeka, Faculty of Electrical Engineering and Computing, Zagreb, etc.) (EC, 2019a, p. 

49). 

 

3.4 Challenge 3: Strengthening innovation and research capacities 

of business sector  

Description  

Business sector invested in R&D a modest 0.42% of GDP in 2017, which reaches barely 

one third of the EU average of 1.36% of GDP. A few large firms invested over 53% of total 

funds (e.g. telecommunication, pharmaceutical and food industry), medium-sized 

companies with up to 250 employees around 40% (e.g. chemical, metal, electrical 

products, motor vehicles, computer programming) and small companies invested only 7% 

of total business expenditures on R&D (CBS, 2019, p. 20). 

Croatia is a moderate innovator among the EU Member States and was ranked 26th out of 

28 EU countries in 2017, outperforming only Romania and Bulgaria (EIS, 2018). On the 

global scale, Croatia is ranked 74th out of 137 countries of the 2017-2018 Global 

 
28 http://www.nsz.hr/datoteke/18-19/dokumenti/KUZVO_12.2018.pdf 
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Competitiveness Report while the innovation pillar is the worst and ranked 106th among 

137 countries (GCR, 2017).  

Innovation activities of Croatian firms are limited and their overall performance declined 

since 2010 in relation to the EU (EIS, 2018; World Bank, 2018; EC, 2019a). The share of 

innovative companies declined from 42.4 % in 2014 to 39.7% in 2017 and is below EU 

average (EC, 2018b). Croatia performs below EU average in all innovation dimensions 

except international scientific cooperation and non-R&D innovation expenditure of 

companies (EIS, 2018). The weakest dimensions of the innovation system in Croatia 

include low level of opportunity-based entrepreneurship and all aspects of innovation 

(product / process / marketing / organisational / in-house), innovation linkages (SMEs 

collaboration, private-public co-publications, business co-funding of public R&D) and sales 

(medium and high tech exports, knowledge intensive service exports and sales from the 

new to the market innovations) (EIS, 2018). 

Croatia continues to have a small number of high growth innovative enterprises since more 

than 70% of businesses in Croatia have products that are not new to the foreign market 

and belong to the “red ocean” on uncompetitive products aimed for domestic market 

(Singer et al., 2018, p. 10). The longevity of such entrepreneurial activity hinders Croatia’s 

improvement in international competitiveness rankings.  

Policy response 

The sustainability of innovation system and positive impact on companies’ R&D and 

innovation performance is mostly expected from the implementation of the Smart 

Specialisation Strategy (S3) and related ESI funds, primarily from € 1.665b from ERDF. 

Since 2015, the Ministry of Economy, Entrepreneurship and Crafts has published 27 calls 

for proposals of in the amount of €730m within the Priority Axis 1 (Strengthening the 

Economy through Research and Innovation) and Priority Axis 3 (Business 

Competitiveness). A total of €608m for 19 calls were aimed directly to entrepreneurs 

through programmes like Innovations of newly established SMEs, Research, technological 

development and innovation (IRI) II, Innovation vouchers, Integrator, etc. The remaining 

funds are aimed at business infrastructure. It is estimated that nearly € 1b of additional 

investments was attracted through around 2,000 funded projects (out of 5,000 proposals) 

which resulted in several thousand new jobs (MEEC, 2019). A review of 150 successful 

entrepreneurial projects (MEES, 2018) such as Rimac Automobili, Microblink, Olival, etc., 

illustrate that ESI funds positively influence entrepreneurship and regional economy 

through investments in new production technologies, new products and services, 

production capacities and so on. 

A positive impact on R&D and innovation performance of companies is also expected from 

the reintroduction of tax incentives for companies’ R&D enacted in July 2018 (OG, 2918). 

The new law on tax incentives may contribute to filling the gap in business R&D with their 

peer member states. The previous law was abolished in 2014 because of the inconsistency 

with the European state aid rules (EC, 2019a).  

Digital transformation is perceived as an effective mechanism for business restructuring 

towards Industry 4.0 and better companies’ performance. Croatia is rather low on the 

Digital economy and society index (DESI) (24th out of 28th EU member states in 2017). 

However, a share of enterprises with high and very high digital intensity over 15% (still 

below EU average of 18%), high usage of cloud technologies and online commerce (EC, 

2019a; EC, 2019c) illustrates the willingness of companies to undertake digital 

transformation. A project “100 smart factories”29 has been launched in May 2019 by a 

private consulting firm and supported by the MEEC and HAMAG–BICRO focused on better 

companies’ performance and revenue growth through digitisation.  

 
29 https://www.mingo.hr/page/predstavljen-projekt-100-pametnih-tvornica 

https://www.mingo.hr/page/predstavljen-projekt-100-pametnih-tvornica
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Assessment  

Croatian companies invest mostly in non-R&D innovation such as equipment and 

machinery while motivational index (opportunity-based business) is among the lowest in 

the Europe (Singer et al., 2018). Low investment in R&D is a result of the structure of the 

economy which remained relatively unchanged in the last 15 years with no shift towards 

more knowledge-intensive sectors (EC, 2018b, p. 275). A strong economic role of tourism 

and trade (the indirect contribution of tourism to GDP was estimated to reach over 25% in 

2017 (World Bank, 2018), is often adverse to investments in R&D and innovation and to 

stronger integration of the Croatian companies into global value chains.  

Another reason for locking into the low and medium technological growth model is the 

strong role of the state–owned companies in national economy which contribute a fifth of 

total turnover and possess a third of total assets (World Bank, 2018). Such companies 

(around 74) and hundreds of others which are under the state shield, management or 

interest are lacking genuine incentives for competition through innovation and research. 

However, a new layer of IT companies (e.g. Infobip, Q-Software, IN2) and emergent new 

type of managers in companies which are independent from public authorities (e.g. Rimac 

automobili, Ars Futura, Profico, Ascalia), who operate with foreign capital and on global 

markets change the landscape of traditional businesses and weaken non-transparent state-

based business models. 

ESI funds have a strong beneficial impact on innovation capacities of firms, regional capital 

investments and knowledge transfer between academia and industry. These benefits 

should become the cornerstone of future regional development (Švarc and Dabić, 2019). 

Opening new foreign markets, attracting of external resources in term of capital 

investments, technologies and experts, concentration on sectors with higher value 

added/complex technologies and enhancing of business environment remain priorities.  

  

https://www.infobip.com/
https://q-software.com/#Best-Company-Ever
https://in2.hr/en
https://www.rimac-automobili.com/en/
https://www.rimac-automobili.com/en/
https://arsfutura.co/
https://profi.co/
https://ascalia.io/company
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3.5 Challenge 4: Strengthening the national innovation system and 

efficient use of ESI funds   

Description  

The lack of effective management in research and weak innovation ecosystem leads to 

poor research and innovation performance and absorption of ESIF (EC, 2018a; World Bank, 

2018). National innovation system (NIS) has experienced almost five years of stagnation 

since 2013 when majority of institutions and programmes launched in 2001 have been 

terminated or transformed. The new institutional set up of the national innovation system 

needed for S3 implementation has not taken place before the end of 2018 which has slowed 

the efficient implementation of S3 and absorption of ESIF. Until May 1, 2019, only 17% of 

funds for OPCC programmes were allocated to beneficiaries30. The Centres of Competences 

and Centres of Research Excellence are still in their formative stages delivering no clear 

results (EU, 2019a). Only 5.5% of ERDF allocations earmarked for the implementation of 

S3 have been spent by beneficiaries by the end of 2018 (EC, 2019a, p. 51). By contrast, 

the Ministry of Regional Development and European Funds points out that since 2016 it 

has contracted €6.62b or 62% of the total allocation of €10.7b, which means a 572% 

increase in contracted funds compared to the previous period31. 

Policy response 

Revitalisation of the national innovation system envisaged by the 2014 Strategy for 

Fostering Innovation 2014 -2020 (OG 153/2014) started only in 2018 when the inter-

ministerial National innovation council and the five thematic innovation councils were 

established. The National council for industry was founded officially in 2017 within the 

Strategic project of establishing Innovation network for industry (INI project) but was 

activated also in 2018. 

Thematic innovation councils, based on 5 pillars of S3 (traffic and mobility, energy and 

sustainable environment, food and bioeconomy, and health and quality of life) engaged 

around 200 experts who collected and validated in 2019 more than 300 project ideas of 

total value of about € 780m which make an inventory of funding opportunities in the 

forthcoming funding period. The activities should also be supported by two strategic 

programmes carried out in the near future, the “Digital economy” and “Development of 

artificial intelligence”. 

Assessment  

Establishing of the national and thematic innovation councils is one of the key steps in 

building an effective national innovation system, creating a more stimulating environment 

for innovation and S3 implementation. The councils are expected to encourage mutual 

exchange of knowledge and experience between public and private spheres to discover 

relevant technological and business areas for regional development with the aim of a more 

efficient use of research and better absorption of ESIF. However, public-private and inter-

sectoral mobility of researches is not encouraged by the current science policy regulations.  

Croatia is still facing serious problems in absorbing ESI Funds. Among the major obstacles 

are the gaps in competence for governance of the ESIF due to territorial fragmentation of 

Croatia’s public administration (EC, 2019b) and lack of coordination (Račić and Švarc, 

2015). By government efficiency, Croatia is at the last place of European countries in 2017 

(World bank, 2018, p. 213). The monitoring of S3 implementation and of NIS performance 

is not in place which inhibit evidence-based policymaking and systems’ improvements. 

 

 
30 https://strukturnifondovi.hr/financijski-pregled-eu-fondova/  
31 https://razvoj.gov.hr/UserDocsImages/Istaknute%20teme/MRRFEU%20rezultati%202018..pdf 

https://www.mingo.hr/page/nacionalno-inovacijsko-vijece-povezat-ce-drzavu-poduzetnike-i-akademsku-zajednicu
https://www.mingo.hr/page/tematska-inovacijska-vijeca-zapocela-s-radom
https://www.mingo.hr/public/Odluka%20o%20osnivanju%20inovacijskog%20vije%C4%87a%20NN%20129-17.pdf
http://www.ciraz.hr/en/o_projektu/
https://strukturnifondovi.hr/financijski-pregled-eu-fondova/
https://razvoj.gov.hr/UserDocsImages/Istaknute%20teme/MRRFEU%20rezultati%202018..pdf
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3.6 Challenge 5: Strengthening human resources in science and 

technology   

Description  

Croatia performs significantly below the EU average in human resources, particularly in 

number of researchers, human resources in science and technology (HRST) and scientists 

and engineers (Table 2). Since 2013, the number of students is stagnating around 165 

thousand while the number of researchers (FTE) oscillates between 6,500 and 7,500 for a 

decade. Researches in the business sector are at low levels, around 20% of total 

researchers. It is particularly worrying that the number of doctorates awarded has been 

decreasing since 2013 when doctoral studies were reformed, and funding was transferred 

from the Ministry of Science and Education (MSE) to the Croatian Science Foundation (CSF. 

Table 6: Key data on human resources in 2013 and 2017 

 
Croatia 
2013 

Croatia 
2017 

EU 2017 

HRST - human resources in science and technology 
(% of active population) (1) 

13,8 17.6 31.1 

Persons with tertiary education aged 30-34(2) 
32.1  

(2014) 
28.7 39.9 

Scientists and engineers (% of active population)(1) 1.0 1.4 4.2 

Researchers (FTE) (1) 6,529 7,815 - 

Researchers (FTE) (% of active population) (3) - 
0.41  

(2015) 
0.84 

(2015) 

Students(1) 164,623 165,197 - 

Graduates % per 1000 population aged 20-29(1) 56.2 57.8 71.2 

Doctoral graduates per 1000 population aged 25-34(3) 0,8 0,6 
1.3  

(2016) 
Sources: (1) Eurostat, (2) EC, 2018c; (3)EC, 2018b. 

According to the weighted EU averages (EC, 2018c) the rate of population with tertiary 

education attainment has been slowly declining since 2014 and stood at 28.7% in 2017, 

meaning that Croatia will hardly meet its national target of 35% of population having 

completed tertiary education by 2020 (EC, 2018a). Inadequate quality of primary and 

secondary education contributes to this decline to a great extent and seeks for thorough 

reforms. According to the EC recommendation for 2019 (EC, 2019b) the country should 

deliver on the education reform and improve both access to education and training at all 

levels and their quality and labour market relevance. 

Policy response 

The comprehensive curricular reform of primary and secondary education envisaged by the 

Strategy for Education, Science and Technology (SEST) adopted in 2014 was delayed for 

political disagreement and the government has yet to adopt the national action plan for 

the specific activities (EC, 2018c, p. 5). The pilot phase of the project “School for life”32 

which is aimed at curricula reform and recommended by the EC started in 2018 involving 

74 schools (5% of all schools). According to the plans of the Ministry of Science and 

Education published on the official website of “School for life” project, the involvement of 

all schools into reforming process started in September 2019. 

When comes to doctoral programmes, a total of € 10.8m will be allocated to the Croatian 

Science Foundation (CSF) from the European Social Fund in the five-year period 2017-

2022 for the project "Young Researchers’ Career Development Project – Training New 

Doctoral Students" (CSF, 2018). At least 154 doctoral students are estimated to be 

financed with the European Social Fund (CSF, 2018, p. 47) to develop their research 

careers. 

 
32 https://skolazazivot.hr/ 

https://skolazazivot.hr/
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In 2017, the Foundation financed from the State budget 309 doctoral students who were 

engaged in projects funded by the Foundation. The Strategic Plan of the Croatian Science 

Foundation for 2014 - 2018 anticipates financing between 200 and 250 new doctoral 

students every year, depending on the available funds from the State budget, to reach a 

total of 1,000 doctoral students supported by the Foundation (CSF, 2018, p.28).  

By the new Collective Agreement for employees in higher education and research sector 

adopted in December 2018 the tuition fees for doctoral studies will be paid as well as travel 

expenses for doctoral studies outside the workplace. Also, the overtime work for research 

assistances is forbidden without special approval. 

In July 2017, the MSE adopted a new 2017-2020 Action Plan for the mobility of researchers 

to achieve better research careers through international and inter-sectoral mobility.  

Assessment  

According to the EC assessment Croatia performs below the EU average at all levels of 

education including early childhood education and basic skills which are seen as important 

factor of declining overall human resources including science and technology (EC, 2019b). 

Therefore, one of the four most important recommendations of the EC for 2019 is to 

perform curricula reform of primary and secondary education (EC, 2019b). In this regard, 

the Ministry of Science and Education (MSE) intensified in 2019 their activities on the 

implementation of curricular reform in primary schools within the “School for life” project. 

However, the obstacles to this reform have been recognised in the lack of training of 

teaching staff for new curricula (EC, 2019b) as well as from political disagreement (EC, 

2018c, p. 5. These issues have meanwhile been addressed. 

The low number of researches can be hardly increased with the current underfunding of 

basic science from public resources. Due to ESI Funds a new contingent of doctoral 

students is expected which should contribute to the revitalisation of the research staff. 

The stagnant enrolment rates of higher education students threaten the tertiary education 

attainment of population as well as optimal number of human resources in science and 

technology. Digital transformation also facilitates growing employment in ICT; it can also 

enable a partial substitution of insufficient human resources needed for technology-led 

economic growth. The share of employment in ICT sector in total employment has 

increased from 1.66% in 2007 to 2.11% in 2014 enabling Croatia for catching up with the 

EU average of 2.76%in 2014. (EC, 2018b, p.109). 

The lack of human resources including researchers and doctoral students is the results, in 

addition to objective factors such as emigration and aging of the population, of 

uncoordinated polices on research, technology and entrepreneurship and high volatility of 

R&D funding that have hampered long-term development strategies. 

  

http://www.newfelpro.hr/default.aspx?id=2371
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