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FOREWORD

Dear readers,

We are presenting to you a new issue of the Journal Accounting and Man-
agement.

The papers published in this issue of the Journal are accepted for presen-
tation at  the International Scientific and Professional Conference Accounting 
and Management, organized by the Association Croatian Accountant and 
the RRiF College of Financial Management, Zagreb.

This year has been a celebratory for our Journal publishing the 10th volume. 
However, we had to face the new challenges caused by the Covid-19 pandemic.  
Although the circumstances were difficult we found new opportunities in these 
specific times and continued to provide new quality topics and papers.

We hope that our mission of creating a quality journal has offered the op-
portunity to scholars, students and all other interested parties to develop our 
profession and to comprise the latest cognitions in the fields of accounting and 
management.

All the papers were blindly peer-reviewed, requiring the acceptance by two 
independent reviewers to be published in this Journal.

We thank all the authors, co-authors and reviewers for their effort and will-
ingness to share their knowledge and welcome you to use your input to con-
tribute to our joint work and permanent endeavour to retain the quality of our 
Journal and our profession.

Editor-in-Chief
Đurđica Jurić, PhD, College Professor
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METHODS FOR AN ACCOUNTING ESTIMATION OF 
COMPANY’S CAPITAL ADEQUACY

ABSTRACT

The capital adequacy of a company is basic information about the risk of solvency 
that means a risk not to be able to settle obligations on long-term. Monitoring capital 
adequacy is mostly required by actual insolvency legislation. The author gives an over-
view of practical approaches to accounting analysis of company’s capital adequacy. In 
doing so, he distinguishes between basic and implemented methods, and addresses 
their strengths and weaknesses. Among these methods, also the fastest one is pre-
sented. This new method allows the first estimate even if a company has not made 
balance sheet yet. Therefore it is very useful for monitoring company’s risk about its 
solvency.

Keywords: business analysis, capital adequacy of the company, net working 
capital, financial mediating position

1. INTRODUCTION 

The company’s ability to establish and maintain financial balance, there-
by achieving its optimal solvency, is defined as financial stability. It requires 
proper liquidity reserves to maintain solvency of the company. (Bergant, 2014, 

mailto:zivko.bergant@siol.net
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87). A basic information about financial stability is information about capital 
adequacy of a company (Bergant, 2014, 88).

The monitoring of a company’s capital adequacy requires both the Code 
of Business Financial Principles (KPFN, points 4.3 and 4.54) as well as Slovenian 
bankruptcy legislation. Bankruptcy legislation in other countries do not deal 
with notion of capital adequacy. They deal mainly with vertical financial struc-
ture and some wrong explained ratios (e.g. Bergant, 2015a) that is in our opinion 
much less effective way. There we cannot find an approach through actual and 
needed net working capital that is used in this article. Detailed review of this 
theoretical field is given in Bergant (2015 and 2018). These statements are the 
main reason for relatively short and narrow cited references at the end of article. 

The assessment and monitoring capital adequacy are therefore the two 
most important tasks of analyzing financial operations, as a basis for the provi-
sion of solvency and financial stability of the company.

It should be emphasized that the accounting assessment of capital ad-
equacy has some shortcomings, but it is an inevitable starting point for more 
detailed assessments and the proper formulation of a company’s financial and 
operating policies. Therefore, it is essential to know the relevant methods of 
analysis and of course, the expressive power of the information obtained.

2. METHODS FOR ASSESSMENT COMPANY’S CAPITAL 
ADEQUACY

2.1. CLASSIFICATION OF METHODS

There are many possible approaches to assessing an entity’s capital ad-
equacy based on accounting data, so it is useful to sort them out in some way. 
In terms of materiality and expressive power of the information generated, we 
can distinguish two groups of methods of assessing capital adequacy based 
on accounting data, namely:

1. a basic method based on the theoretical definition of actual and re-
quired working capital and on the determination of the difference be-
tween the two categories;

2. derived (indirect) methods resulting from different types of analysis of 
the financial position of the company and therefore also from different 
types of data.

The main assumption of all the methods discussed is the principle of long-
term financing of permanent current assets, that is, inventories (I) and spon-
taneous receivables. This principle allows minimal risk of insolvency. It is con-
firmed by empirical research (Bergant, 2012).



3

Živko Bergant et. al.: METHODS FOR AN ACCOUNTING ESTIMATIO... 
Journal of Accounting and Management 2020, vol.: 10; no.: 01; page 1 - 8

2.2. BASIC METHOD

The starting point for analyzing a company’s capital adequacy is the dif-
ference between actual (NWCact) and required (needed) net working capital 
(NWCneed). This gives us the first estimate of the working capital deficit (NWC-
def) or its surplus (NWCsur). This is illustrated by the following equations:

 NWCdef  =  NWCneed  −  NWCact,  (1)
or: 
 NWCdef  =  STOR + I – STOP + STL – STA  =  STOR + I – STOP + LTA – LTL. (2)
Abbreviations in above equations mean:
STOR Short-term operating receivables (spontaneous receivables)
I Inventories
STOP Short-term operating payables (spontaneous liabilities)
STL Short-term liabilities
STA Short-term assets (current assets)
LTA Long-term assets
LTL Long-term liabilities
Equations 1 and 2 show the baseline definition of capital adequacy. It is a 

starting point, because NWCneed is financing only permanent short-term as-
sets (STOR + I) and does not include the required net working capital reserve, 
which is necessary for managing the risks in the business. Only with addition of 
this reserve, adequate working capital (NWCadeq) is sufficiently assessed.

An estimate of the surplus NWC is obtained when the result of Equations 
1 and 2 is negative. Both equations show that the capital adequacy of a com-
pany (expressed as a deficit or a surplus) depends on the actual and required 
(needed) net working capital. This means that equations illustrate causal re-
lationship. In accounting, there is a rule about business flows which says that 
always exists an operational flow, if there is a causal consequent flow (Bergant, 
2020).

Equation 3 shows an operational flow that is connected with equations 1 
and 2:

 NWCdef  =  STFD  −  STFI  −  Cash     (3)
In accordance with equation 3, NWC deficit can be calculated by short-

term financial debts (STFD), short-term financial investments (STFI) and cash 
which includes also cash equivalents.

When the result of equation 3 is negative, the company has NWC surplus.
Equation 3 also represent the fastest estimation of capital adequacy, be-

cause it needs only three items for the calculation. These three items are avail-
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able without final balance sheet practically every day at the company.  This 
allows to monitor trends of company‘s capital adequacy almost every day and 
to get information about consequences of daily business decisions regarding 
the risk of solvency. The weakness of equation 3 is that it does not show causes 
of these trends.

The basic method therefore has two ways of calculating capital adequacy 
(Equations 1 and 3).

This is shown in Table 1.

Table 1: Calculation of capital adequacy of the company X

Element 2016 2017 Difference Index
1 Long-term assets

(LTA) 1.024.176 1.032.595 8.419 101
2 Long-term liabilities

(LTL) 1.522.139 1.581.236 59.097 104
3 NWC (2 − 1) 497.963 548.641 50.678 110
4 STOR 500.642 471.660 -28.982 94
5 I 236.255 264.215 27.960 112
6 STOP 210.295 228.721 18.426 109
7 NWCneed (4+5−6) 526.602 507.154 -19.448 96
8 STFI 52.581 34.895 -17.686 66
9 STFD 105.269 27.525 -77.744 26

10 Cash 24.049 34.117 10.068 142
11 NWCdef  (7−3) = (9−8−10) 28.639 -41.487 -70.126

Table 1 shows the following:
1. The net working capital of the company increased (by EUR 50.5678) or 

10% due to a faster increase in long-term resources (EUR 59.097) than 
the increase in long-term investments (EUR 8.419).

2. The net working capital needed decreased (despite an increase in in-
ventories by EUR 27,960) due to a decrease in operating receivables 
(by EUR 28,982) and an increase in short-term operating liabilities (by 
EUR 18426).

3. Both movements resulted in a change in the working capital deficit 
(EUR 28,639) to a surplus (EUR 41,487).

4. The accuracy of the calculation is also confirmed by the shorter calcu-
lation of the deficit or surplus (Equation 3).

5. A shorter calculation (as an operational flow) indicates that the com-
pany spent the entire working capital increase (EUR 70,126) on repay-
ment of short-term loans, which were further reduced by monetiza-
tion of short-term financial investments (EUR 17,686). The residue of 
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monetized short-term financial investments increased cash assets by 
EUR 10,068.

The company X has therefore improved its capital adequacy, which is re-
flected in a significant reduction in short-term debt. An excess of a company’s 
working capital is in principle a liquidity reserve for managing business risks 
and/or its own source of investment capacity.

2.3. DERIVED METHODS

2.3.1. Calculation from data about short-term finance-mediating 
position

Data about short-term finance-mediating position (net short-term receiv-
able – NSTR or net short-term debt – NSTD) provide a possibility to calculate 
surplus or deficit NWC. This is shown in table 2.

Table 2: Elements of fast estimation capital adequacy

Relationship 
between STOP 

and STOR
Finance-mediating position

Surplus or 
deficit of 

NWC
Calculation of capital adequacy

STOP > STOR NSTR Surplus NSTR +(STOP–STOR)

STOP > STOR NSTD > (STOP – STOR) Deficit NSTD – (STOP – STOR)

STOP > STOR NSTD < (STOP – STOR) Surplus (STOP – STOR) – NSTD

STOR > STOP NSTD Deficit NSTD + (STOR – STOP)

STOR > STOP NSTR > (STOR – STOP) Surplus NSTR – (STOR – STOP)

STOR > STOP NSTR < (STOR – NSTD) Deficit (STOR – STOP) – NSTR

Table 2 shows that a company may have a net working capital deficit de-
spite being a net short-term creditor (STOP < STOR). It can also have a net work-
ing capital surplus despite being a net short-term borrower (STOR< STOP). This 
means that a company may incur a deficit from networking capital surplus 
even though the net short-term receivable (or net long-term debt) does not 
change.

However, it should be emphasized that this method does not show the 
reasons for the change in capital adequacy (the calculation is therefore not a 
causal consequence of the flow), nor does it show how the company changed 
its capital adequacy. The calculation therefore is neither an operational flow, 
but has mainly computational and to some extent also an analytical character.
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2.3.2. Calculation with capital adequacy ratio1

The capital adequacy ratio (R1) is a part of spontaneous short-term liabili-
ties that finances permanent current assets (reduced by net working capital):

R1 = STOR + I  – NWC
STOP

 (4)

It shows an estimate of the net working capital deficit or surplus, meas-
ured (divided) by spontaneous liabilities (Bergant, 2018, 9). If the value of the 
indicator is greater than 1, the company has a deficit, otherwise it has a work-
ing capital surplus. On this basis is calculation of NWC deficit as follows:

 NWCdef = (R1 – 1)STOP. (5)
The method shown with the equation 4 provides neither a causal nor an 

operational relationship. Nevertheless it allows some additional analysis. Its 
major advantage is that a capital adequacy ratio (R1) provides an information 
indicating the weight (severity) of the net working capital deficit or surplus. It 
is expressed in the proportion of operating liabilities. For example, if R1 were 
1.3, the company would have to extend the average maturity of its spontane-
ous liabilities (STOP) by as much as 30%. In such a case, the deficit of net work-
ing capital would no longer be present, since it would be replaced by operat-
ing liabilities.

2.3.3. Calculation with the rate of short-term financing permanent cur-
rent assets2

The rate of short-term financing permanent current assets is calculated as:

R3  =
STOR + I – NWC = STL – STFR – Cash (5)

STOR + I STOR + Inv

On this basis is calculation of NWC deficit as follows:
 NWCdef  = R3(I + STOR) – STOP.  (6)
The method shown in Equation 6 is not capable of analyzing the causes of 

changes in capital adequacy, however has its analytical value, in particular in 
terms of the expressive power of indicator R3.

R3 shows how much permanent current assets is short-term financed. Its 
decrease shows an increase in the company’s ability to settle its short-term 
debts. A higher level of short-term financing of permanent current assets in-
creases the risk of creditors. In this way R3 emphasizes short-term indebted-
ness of the company.
1  This indicator was presented at international conference in Zadar (Bergant, 2018).
2  This indicator was presented at international conference in Zadar (Bergant, ibid).
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Calculation of proportion of permanent working capital, which is financed 
by short-term loans is as follows:

STFD = R3 ( R1 – 1 ).STOR + I R1

3. CONCLUSION

The main users of information about capital adequacy are management, 
investors and creditors. It is important also for business partners and vice ver-
sa: information about business partners’ capital adequacy is very important for 
business policy of the company. Therefore, it is important to be able to have 
such an information. Special users of such an information are auditors who 
must consider company risk about on-going concern.

The purpose of the paper was to give an overview of some accounting ap-
proaches to assessing the capital adequacy of firms. The basic characteristics 
of each method are given. This makes it possible to use different methods in 
different circumstances and with different available data.

However, a significant disadvantage of the models under consideration 
is shown when a company already has problems with solvency and therefore 
pays later to suppliers. In such case, calculated net working capital deficit is 
generally too low in these models and too high in surplus. The estimate must 
then be corrected by a corresponding decrease or increase in operating li-
abilities, using the average conversion factor. Here we take into account the 
desired payment period (e.g. 30 days) and replace it with the actual one. The 
result is a corresponding reduction in spontaneous liabilities and an increase 
in the required working capital by the same amount.

The next adjustment is possible with regard to the estimation of required 
inventories and spontaneous receivables in the case that current balance 
sheet do not reflect actual needs. Such adjustments affect the estimation of 
net working capital needs and consequently the estimation of the net working 
capital deficit or surplus.

Of course, no accounting model is without weaknesses. A number of weak-
nesses in accounting and / or analysis of accounting data that are the result of 
accounting rules and business policy are listed in the professional literature, 
which should be carefully considered in the concrete analysis.
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METODE RAČUNOVOSTVENIH PROCJENA 
ADEKVATNOSTI KAPITALA TVRTKE

SAŽETAK RADA

Adekvatnost kapitala tvrtke predstavlja osnovnu informaciju o riziku solventnosti 
tj. riziku nemogućnosti dugotrajnog podmirivanja obveza. Aktualno zakonodovstvo 
vezano za insolventnost najviše zahtijeva praćenje adekvatnosti kapitala. Autor daje 
pregled praktičnih pristupa u računovodstvenoj analizi adekvatnosti kapitala tvrtke. 
Pri tome razlikuje osnovne I implementirane metode i naglašava njihove prednosti i 
nedostatke. Između tih metoda odabrana je najbrža, koja omogućava prvu procjenu 
čak i u slučaju da tvrtka još nije pripremila bilancu. Stoga je veoma korisna za praćenje 
rizika solventnosti. 

Ključne riječi: poslovna analiza, adekvatnost kapitala tvrtke, neto operativni 
capital, pozicija financijskog posredovanja
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ETIS INDICATORS IN SUSTAINABLE TOURIST 
DESTINATION-EXAMPLE OF THE ISLAND OF PAG

ABSTRACT
In this paper, the authors study the issues of sustainability and sustainable tourism 

development. Sustainability is becoming an increasingly important goal and principle of 
every segment of social and economic development. This is especially true for tourism and 
tourist destinations and is extremely important when it comes to fragile natural and socio-
economic entities such as islands. This paper addresses the issues of measuring and mo-
nitoring the development of sustainability by taking the island of Pag as an example. As a 
metric, the authors have selected the European Tourism Indicators System (ETIS), a European 
Commission model designed in 2014 as a sustainability monitoring tool that is recommen-
ded for use in European tourist destinations. The authors also set a goal to compare theE-
TIS sustainability indicators and the United Nations Sustainable Development Goals (UN 
SDGs). The paper also emphasised the so-calledsupplementary ETIS indicators, which 
allow flexibility in managing the destination, i.e.adjusting the sustainability metric to the 
specificities of the destination. The primary research, based on respondents’ attitudes, for-
med a model of supplementary indicators for island tourist destinations that istypical for 
the island of Pag, which could be applied to other islands developing tourism. 

Key words: sustainable tourism, principles and goals of sustainable tourism, desti-
nation management, tourism of the island of Pag, ETIS indicators
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1. INTRODUCTION

“Nowadays, sustainable development has become a great force in creat-
ing a new way of thinking. Numerous studies have been conducted to find a 
unique way to measure the viability of a destination.” (Krajinović, 2015) There 
are many ways, definitions and instruments for measuring the sustainability 
of tourism and among them is the European Tourism Indicator System (ETIS), 
designed by the European Commission, suitable for all tourist destinations. In 
this paper, the authors intend to highlight the importance of sustainable de-
velopment for each tourist destination. Also, the goal is to show how demand-
ing the process is, which involves a number of factors. The aim of the paper is 
to explain what ETIS is, and to describe its core and supplementary indicators, 
as well as to perform a comparative analysis of these goals with the so-calle-
dUnited Nation Sustainable Development Goals (UN SDG). This empirical study 
used the method of surveying key stakeholders. The survey was prepared and 
conducted among the directors, i.e. owners of institutions and organisations 
engaged in tourism activity and it investigated how much sustainable devel-
opment policy is being applied in the area. The aim of the research was to find 
out the opinions and attitudes of key stakeholders in island tourism on the 
level of sustainable tourism achieved on the island, as well as to verify the set 
model of supplementary indicators in the ETIS system. This topic is of particu-
lar importance economically and socially at the present time, given the ongo-
ing adoption and implementation of the so-called new package of tourism 
laws in the Republic of Croatia, with the aim of incorporating the principles, 
systems and tools of the destination management organisation, as well as the 
principles of sustainable development into the tourist organisation in the Re-
public of Croatia.

Due to their authenticity, the Croatian islands are one of the great poten-
tials in terms of tourism. Among them is the island of Pag, which builds its 
tourist identity on cheese, salt and lace as traditional elements. On the other 
hand, the island brand is built by Novalja as a world-famous party destination. 
Therefore, in this paper the topic of tourism sustainability metric is addressed 
precisely on the example of the island of Pag, with numerous potentials for 
tourism development, but also as a fragile and sensitive spatial, economic and 
socio-cultural geographical and development entity.

2. SUSTAINABLE DEVELOPMENT OF THE TOURIST 
DESTINATION

With increasing mass, the destination begins to lose quality and attrac-
tiveness and then competitiveness, so tourists look for new destinations. “The 
crucial problem of sustainable tourism development is how to make existing 
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mass tourism development as sustainable as possible.” (Butler, 1999) “As for 
sustainable development of tourism, it is first necessary to determine all its 
impacts, and then minimise the negative and emphasise the positive. There 
are factors that pose a potential threat to the environment, to the local com-
munity and ultimately to the tourist offer of the destination. It is important to 
identify them and find the optimal solution to move sustainable development 
in the right direction. It is equally important that all stakeholders in tourism 
of a particular destination participate, to be precise, the local authorities, the 
population and the tourists themselves.” (Bučar, 2010)

SWOT analysis prepared by the Institute for Tourism in Zagreb (Institute for 
Tourism, 2012) indicates strengths, weaknesses, opportunities and threats in 
sustainable tourist destinations. Among them, according to the author, the fol-
lowing elements can be singled out as especially important for the destination 
Pag: strenghts:preservation of natural resources, preservation of the quality 
of environment, preservation of cultural integrity, systematic approach; weak-
nesses:long-term process,lack of control, lack of environmental awareness, 
imprecisely set goals; opportunities: development of partnership, training of 
stakeholders, development of pre-and post season,development of selective 
forms of tourism, tourist valuation of resources; threats: mass tourism, nega-
tive impact on the environment, uncontrolled number of visitors, profit before 
benefits. Sustainable tourism is a long-term process that cannot be developed 
without the training and cooperation of stakeholders. The aim of the training 
is to highlight the importance of protecting natural and cultural wealth, de-
veloping partnerships, rights of employees and local population in tourism. It 
takes a long time to minimise the weaknesses and threats that can impair the 
quality development of sustainable tourism. It is necessary to formulate a de-
velopment strategy of investment, preservation, cooperation and integration 
of all factors that in any way participate in the tourist activities of the destina-
tion. (MILETIĆ, 2019)

Due to uneven development of different tourist areas and the broader pic-
ture in tourism, Krajnović (2006) in his thesis proposes the setting up of a des-
tination management organisation (DMO). Krajnović states: “The mentioned 
model would be primarily focused on the quality and values of the destination 
and would have a clear vision and development strategy. Some of the benefits 
of setting up such an organisation are the participation of all significant repre-
sentatives in the organisation, quality control at the regional level, building a 
network partnership, an information system and a central database, the pos-
sibility of creating destination package arrangements and more. In addition 
to many benefits, there are also limitations that destinations would encounter 
when introducing this model, such as a long adjustment period, restructuring 
the tourist boards into DMOs and a difficult implementation of the model.” 
(Krajnović, 2006) Bandari adds thatit is actually an organisation that man-
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ages destination development, coordinates many elements of the tour-
ism product and encourages public-private cooperation.” (Bandari, 2014)

A package of tourism laws was adopted in Croatia in May 2019: Law on 
Tourist Boards and Promotion of Croatian Tourism, Law on MembershipFees in 
Tourist Boards and Law on Tourist Fee.“These laws are aimed at increasing the 
overall efficiency of the tourist boards system, especially at the regional and 
local (destination) levels, ensuring all the preconditions for the systematic im-
plementation of destination management activities, and improving the tourist 
quality and content of the tourism product. The system of tourist boards with 
this package of laws is established according to the model of destination man-
agement modelled on contemporary systems in the world.” (Ministry of tour-
isM of the repuBlic of croatia, 2019)

3. SUSTAINABLE TOURISM DEVELOPMENT IN CROATIA AND 
PROBLEM OF SEASONALITY

Sustainable tourism has only recently been recognised in the world as 
an approach that guarantees a better future in tourism, and so in the last ten 
years, Croatia has been intensively working on its development. There is a sig-
nificant number of conferences, trainings and publications on how to manage 
sustainable tourism development in Croatia, especially in those rural destina-
tions and the ones captured by mass tourism.

One of the key problems of modern tourism in Croatia is seasonality. Ac-
cording to Butler (1994), seasonality represents a “temporary imbalance in 
tourist activity, which is manifested through the number of visitors, their con-
sumption, traffic on highways and other means of transport, and through em-
ployment and the degree of visiting attractions.”

“High seasonality is often a feature that creates a major problem for tour-
ist destinations, including Croatia. The most common cause of seasonality is 
geographical features, i.e.favourable climatic conditions only in a certain part 
of the year. There is also a trend of vacations in European countries, so most 
employees just use a specific time of year for travelling and vacations.” (Čavlek 
et al., 2010)Čavlek and al. also state that reducing seasonality of tourism in Cro-
atia is almost always mentioned as a strategic goal of Croatian tourism.

Chart shows (Ch. 1) a graphical comparison of the degrees of seasonali-
ty in Croatia and the eight Mediterranean countries, which are very similar in 
geography and climate to Croatia. The intensity of seasonality was calculated 
using the Gini index1, and the value for each country is shown separately at the 
top of each column.
1  “The Gini indeks is the indeks of uneven distribution most commonly applied in economics and geo-

graphy. The indeks ranges from 0 to 1 where 0 represents complete equality and 1 inequality.“ (Kožić, 
2013)
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Chart 1: Degree of seasonality of tourism in the countries of the European part 
of the Mediterranean

The intensity of seasonality was calculated using the Gini index1, and the value for each 

country is shown separately at the top of each column. 
 

 
Chart 1: Degree of seasonality of tourism in the countries of the European part of the Mediterranean

 

Source: KOŽIĆ, 2013 
 

Chart shows (Ch. 2) tourist arrivals in Croatia by months from 2015 to 2018, where the 

increased number of tourist arrivals in the summer months can clearly be observed. 
 

Chart 2: Tourist arrivals in Croatia by months from 2015 to 2018 

Source: elaborated by authors according to the data of the MINISTRY OF TOURISM OF THE REPUBLIC OF CROATIA 

(2015-2018) 

 
                                                
1 “The Gini indeks is the indeks of uneven distribution most commonly applied in economics and geography. 
The indeks ranges from 0 to 1 where 0 represents complete equality and 1 inequality.“ (Kožić, 2013) 
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“Croatia wants to build a stronger brand in tourism, i.e.to become a coun-
try that will offer unique tourism products and experiences, attract more tour-
ists and thus become a destination with greater profitability per tourist. It aims 
to increase daily spending by 15%, brand strength by 50% and maximise the 
number of arrivals in the pre- and post season.” (sršen, 2014)Accordingly, the 
“Croatia 365” project is designed to strengthen tourism activities off-season. 
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The project was launched in 2014 by the Croatian National Tourist Board, 
which aims to show the values of as many as 40 destinations in the pre- and 
post season. Destinations are promoted with their advantages such as busi-
ness tourism, wellness and health, cycling, hiking, food and wine, etc., and 
their main goal is to position themselves in the market by offering their unique 
products off-season. In addition to reducing seasonality, the project also aims 
at increasing the competitiveness of Croatian tourism, developing tourism in 
underdeveloped areas and creating new tourist destinations that will attract 
tourists with their uniqueness. All this can be achieved only through long-term 
work and improvement of quality and continuous development of new and 
innovative tourism products in order to meet the ultimate goal, i.e. active tour-
ism throughout the year.” (croatian national tourist Board, 2014)

4. GLOBAL GOALS OF SUSTAINABLE DEVELOPMENT
In its 2030 Agenda for Sustainable Development, the UN has set general 

sustainable development goals, stating that they are defined but very general, 
so further adjustments are needed in the implementation of these goals for 
specific areas: “We recognise that there are different approaches, visions, mod-
els and tools available to each country, in accordance with its national circum-
stances and priorities, to achieve sustainable development; and we reaffirm 
that planet Earth and its ecosystems are our common home and that ‘Mother 
Earth’ is a common expression in a number of countries and regions.”

Sustainable Development Goals:
 y Goal 1. End poverty in all its forms everywhere
 y Goal 2. End hunger, achieve food security and improved nutrition and 
promote sustainable agriculture

 y Goal 3. Ensure healthy lives and promote well-being for all at all ages
 y Goal 4. Ensure inclusive and equitable quality education and promote 
lifelong learning opportunities for all

 y Goal 5. Achieve gender equality and empower all women and girls
 y Goal 6. Ensure availability and sustainable management of water and 
sanitation for all 

 y Goal 7. Ensure access to affordable, reliable, sustainable and modern 
energy for all

 y Goal 8. Promote sustained, inclusive and sustainable economic 
growth, full and productive employment and decent work for all

 y Goal 9. Build resilient infrastructure, promote inclusive and sustain-
able industrialisation and foster innovation

 y Goal 10. Reduce inequality within and among countries 
 y Goal 11. Make cities and human settlements inclusive, safe, resilient 
and sustainable 
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 y Goal 12. Ensure sustainable consumption and production patterns 
 y Goal 13. Take urgent action to combat climate change and its impacts
 y Goal 14. Preserve and sustainably use the oceans, seas and marine 
resources for sustainable development

 y Goal 15. Protect, restore and promote sustainable use of terrestrial 
ecosystems, sustainably manage forests, combat desertification, and 
halt and reverse land degradation and halt biodiversity loss

 y Goal 16. Promote peaceful and inclusive societies for sustainable 
development, provide access to justice for all and build effective, ac-
countable and inclusive institutions at all levels

 y Goal 17. Strengthen the means of implementation and revitalize the 
global partnership for sustainable development.

The UN SDG website cites: “The means of implementation targets under Goal 
17 and under each SDG are key to realising our Agenda and are of equal impor-
tance with the other Goals and targets. The Agenda, including the SDGs, can be 
met within the framework of a revitalized global partnership for sustainable de-
velopment, supported by the concrete policies and actions.” (URL 1) The UN 2030 
Agenda and the Sustainable Development Goals (SDGs) are an unprecedented 
step forward. Unlike the Millennium Development Goals (MDGs), which they 
replace, they apply to all countries and represent universal goals and targets 
that articulate the need and opportunity for the global community to build a 
sustainable and desirable future in an increasingly interconnected world. How 
can we best seize this opportunity to put human and ecosystem well-being at 
the core of global policy? (costanza, i dr., 2016)

5. EUROPEAN TOURISM INDICATOR SYSTEM (ETIS)

For sustainable destination management, in 2013 the European Commis-
sion developed the European Tourism Indicator System (ETIS), which aims to 
help destinations measure and monitor their sustainability. The results of this 
monitoring are based on data collection, observation and analysis by apply-
ing this useful and simple set of tools and indicators. ETIS contains core and 
supplementary (optional) indicators whose number changes over the years, 
i.e. the number of indicators increases over time as it adjusts to new circum-
stances. While, for example, in 2013 ETIS consisted of 27 core and 40 optional 
indicators, as of 2016, it consisted of 43 core and 33 supplementary indicators. 
It is important to emphasise that optional indicators were previously applied 
regardless of the destination, while today they are tailored to each type of des-
tination. (EUROPEAN COMMISSION, 2016)

The authors of this paper believe that the ETIS system is a step forward 
in the implementation of the global Sustainable Development Goals (SDGs), 
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which are defined in general terms, announcing the need to elaborate and de-
fine specific sustainable development goals in each area of human action. On 
the UN SDG website, the following is stated to that end: “The 17 SDGs and 169 
targets represent anamazing global consensus, years in the making. However, 
they provide no guidance on how to achieve the goals or how they are inter-
connected, including their synergies and trade-offs in contributing to overall 
human and ecosystem well-being. There is no clear means–ends continuum, 
no ‘narrative of change,’ nodescription of societal changes and policy reforms 
necessary to achieve the SDGs, and no elaboration of how this change could 
happen within existing socioeconomic and geopoliticalcircumstances.”(cos-
tanza, i dr., 2016)

Although the ETIS indicator system has changed over the years, the core 
and supplementary indicators are always divided into 4 categories (european 
coMMission, 2016):

1. Destination management
2. Economic value
3. Social and cultural impact
4. Environmental impact.

The feasibility and practicality of the ETIS Toolkit and the entire system 
at destination level was tested through two pilot phases over a 2-year period. 
More than 100 destinations across Europe implemented and tested ETIS and 
provided the Commission with feedback about their experience. It provides 
destinations with a fully tested system and a more realistic set of core indica-
tors. (european coMMission, 2016)

ETIS is an effective tool that is specifically designed for tourist destinations 
that need help to develop and implement their plans for greater sustainability 
with a long-term vision. Also, ETIS has designed a guide (Ch. 3) according to 
which, step by step, the destinations reach the setting up of a system of indica-
tors. A key step is the cooperation of stakeholders, i.e.setting priorities, roles 
and responsibilities among them. (european coMMission, 2016)

Chart 3: A guide to setting up the ETIS indicator system
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Core sustainability indicators
The core indicators of the ETIS system provide basic and key destination 

information. The ETIS consists of 43 core indicators covering the basic aspects 
of sustainability monitoring and providing the basis for effective destination 
management. The core indicators also serve to compare different destinations.

Ideally, all indicators should be monitored regularly, but not all destina-
tions will initially be able to obtain all the necessary data. However, this should 
not be a problem for them, and every destination should start the process of 
sustainability monitoring, even with a limited number of indicators, because 
collecting only some pieces of information can help establish the process and 
lead to a better monitoring system. (european coMMission, 2016)

Tablebelow (Tab. 2) shows the breakdown of ETIS core indicators.

Table 2. ETIS core indicators

A. DESTINATION MANAGEMENT

CRITERIA INDICATOR 
REFERENCE ETIS CORE INDICATORS

A.1  SUSTAINABLE TOURISM 
PUBLIC POLICY A.1.1

Percentage of tourism enterprises/establish-
ments in the destination using a voluntary 
certification/labelling for environmental 
quality/sustainability and/or Corporate Social 
Responsibility

A.2 CUSTOMER SATISFACTION
A.2.1

Percentage of tourists and same-day visitors 
that are satisfied with their overall experience 
in the destination

A.2.2 Percentage of repeat/return visitors (within 5 
years)

B. ECONOMIC VALUE

B.1  TOURISM FLOW (VOLUME 
AND VALUE) AT DESTINA-
TION

B.1.1 Number of tourist nights per month
B.1.2 Number of same-day visitors per month

B.1.3 Relative contribution of tourism to the econo-
my of the destination (% GDP)

B.1.4 Daily spending per overnight tourist
B.1.5 Daily spending per same-day visitors

B.2  TOURISM ENTERPRISE(S) 
PERFORMANCE B.2.1

Average length of stay of tourists (nights)
Occupancy rate in commercial accommodation 
per month and average for the year

B.3  QUANTITY AND QUALITY OF 
EMPLOYMENT

B.3.1 Direct tourism employment as percentage of 
total employment in the destination

B.3.2 Percentage of jobs in tourism that are seasonal

B.4 TOURISM SUPPLY CHAIN B.4.1
Percentage of locally produced food, drinks, 
goods and services sourced by the destina-
tion’s tourism enterprises
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C. SOCIAL AND CULTURAL IMPACT

C.1  COMMUNITY/SOCIAL IM-
PACT

C.1.1 Number of tourists/visitors per 100 residents

C.1.2 Percentage of residents who are satisfied with 
tourism in the destination (per month/season)

C.1.3
Number of beds available in commercial ac-
commodation establishments per 100 resi-
dents

C.1.4 Number of second homes per 100 homes

C.2 HEALTH AND SAFETY C.2.1 Percentage of tourists who register a complaint 
with the police

C.3 GENDER EQUALITY
C.3.1 Percentage of men and women employed in 

the tourism sector

C.3.2 Percentage of tourism enterprises where the 
general manager position is held by a woman

C.4  INCLUSION/ACCESSIBILITY

C.4.1
Percentage of rooms in commercial accommo-
dation establishments accessible for people 
with disabilities

C.4.2
Percentage of commercial   establishments 
participating in recognised accessibility infor-
mation schemes

C.4.3
Percentage of public transport that is accessi-
ble to people with disabilities and specific ac-
cess requirements

C.4.4

Percentage of tourist attractions that are acces-
sible to people with disabilities and/or partici-
pating in recognised accessibility information 
schemes

C.5  PROTECTING AND ENHANC-
ING CULTURAL HERITAGE, 
LOCAL IDENTITY AND AS-
SETS

C.5.1
Percentage of residents that are satisfied with 
the impacts of tourism on the destination’s 
identity

C.5.2 Percentage of the destination’s events that are 
focused on traditional/local culture and heritage

D. ENVIRONMENTAL IMPACT

D.1  REDUCING TRANSPORT 
IMPACT

D.1.1
Percentage of tourists and same-day visitors 
using different modes of transport to arrive at 
the destination

D.1.2
Percentage of tourists and same-day visitors 
using local/soft mobility/public transport ser-
vices to get around the destination

D.1.3 Average travel (km) by tourists and same-day 
visitors from home to the destination

D.1.4
Average carbon footprint of tourists and 
same-day visitors travelling from home to the 
destination
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D.2 CLIMATE CHANGE

D.2.1

Percentage of tourism enterprises involved in 
climate change mitigation schemes - such as: 
CO2 offset, low energy systems, etc.- and ‘ad-
aptation’ responses and actions

D.2.2
Percentage of tourism accommodation and 
attraction infrastructure located in ‘vulnerable 
zones’

D.3  SOLID WASTE MANAGE-
MENT

D.3.1
Waste production per tourist night compared 
to general population waste production per 
person (kg)

D.3.2 Percentage of tourism enterprises separating 
different types of waste

D.3.3
Percentage of total waste recycled per tourist 
compared to total waste recycled per resident 
per year

D.4 SEWAGE TREATMENT D.4.1
Percentage of sewage from the destination 
treated to at least secondary level prior to dis-
charge

D.5 WATER MANAGEMENT

D.5.1
Water consumption per tourist night compared 
to general population water consumption per 
resident night

D.5.2 Percentage of tourism enterprises taking ac-
tions to reduce water consumption

D.5.3 Percentage of tourism enterprises using recy-
cled water

D.6 ENERGY USAGE

D.6.1
Energy consumption per tourist night com-
pared to general population energy consump-
tion per resident night

D.6.2. Percentage of tourism enterprises that take 
actions to reduce energy consumption

D.6.3

Percentage of annual amount of energy 
consumed from renewable sources (Mwh) 
compared to overall energy consumption at 
destination level per year

D.7  LANDSCAPE AND BIODIVER-
SITY PROTECTION D.7.1

Percentage of local enterprises in the tourism 
sector actively supporting protection, conser-
vation and management of local biodiversity 
and landscapes

*A term that refers to the amount of greenhouse gases that we produce, directly or indirectly
Source: European Commission, 2016

Supplementary sustainability indicators
The following indicative list of supplementary indicators (Tab. 3) has to be 

considered as a starting point and as an example of specific indicators which 
have already been tested and can be tailored for a specific type of destination 
or for other needs. Therefore, the current list can be further enriched with ad-
ditional indicators in the future, once they have been implemented by destina-
tions. (european coMMission, 2016)
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Table 3: ETIS supplementary indicators

MARITIME AND COASTAL TOURISM

PASSENGERS AND PORTS
Number of incoming and outgoing passengers per port per month
Number of berths and moorings for recreational boating

WATER QUALITY Level of pollution in seawater per 100 ml (faecal coliforms, campy-
lobacter)

BEACHES

Percentage of beaches awarded the Blue Flag
Area and volume of sand nourishment
Total km of free beaches relative to total km of beaches
Percentage of beaches accessible to all
Number of days per year the beach/shore is closed due to contam-
ination

ACCESSIBLE TOURISM

SUSTAINABLE TOURISM 
POLICY

Percentage of the destination with an accessible tourism strategy/
action plan, with agreed monitoring, development control and 
evaluation arrangement

EQUALITY/ACCESSIBILITY

Percentage of commercial accommodation with rooms accessible 
to people with disabilities and/or participating in recognised ac-
cessibility information schemes
Does the destination have an identified accessibility management 
office or person available to the public?
Percentage of businesses that have a budget for accessibility im-
provements

REDUCING TRANSPORT 
IMPACT

Percentage of each category of transport in the destination that is 
accessible, i.e. public transport and private hire coaches, minibus-
es, taxis or minicabs

TRANSNATIONAL CULTURAL ROUTES **

DESTINATION MANAGE-
MENT SURVEY

Is your destination part of a cultural route certified by the Council 
of Europe?
If yes, is there any policy in place for the cultural route’s visibility?
If yes, does the local community participate in this policy?
Do cultural/tourist events linked to the cultural route take place in 
your destination?
Is the logo of the cultural route of the Council of Europe present 
on the documents or visible in tourist offices?
Percentage of tourist offers available in your destination highlight-
ing the theme of the cultural route

ENTERPRISE SURVEY

Is your enterprise located along a cultural route certified by the 
Council of Europe?
If yes, are the products of your enterprise linked within the theme/
activities of the cultural route?
If yes, is the communication on your enterprise/products mention-
ing the links with the cultural route?
Is the cultural route promoting/making visible your enterprise/
products?
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RESIDENT SURVEY

Benefits for the community from the cultural route involving my 
destination
Is the community informed about the cultural route?
Is the local community involved in the actions organised within 
the framework of the cultural route’s activities?
Are there benefits for me from the cultural route involving my 
destination?
Percentage of residents satisfied with their involvement and their 
influence in the planning and development of the cultural route
Percentage of residents who have positive or negative views on 
the impact of the cultural route on my destination’s identity
Effect of the cultural route on the distinctiveness and local identity, 
culture and heritage of the destination
Effect of the cultural route on the quality of life in the destination
Percentage of residents who have positive views on the impact of 
the cultural route on tourism
Effect of the cultural route on cultural and tourism offers of the 
destination

** A program launched by the European Council designed for travelling and learning about 
Europe’s rich and diverse heritage
Source: european coMMission, 2016.

6. EMPIRICAL RESEARCH RESULTS

The primary research covering the issue of this paper was conducted dur-
ing August of 2019 by the surveying of tourism professionals operating on the 
island of Pag in the following institutions and organisations: tourist boards, in-
formation centres, hotels, travel agencies and camps. A total of 22 respondents 
participated, including one from the Pag Tourist Board. The aim of the empiri-
cal research was to find out to what extent sustainable tourism is developing 
on the island of Pag and what are the stimulating and limiting factors that 
possibly impede the development of sustainability in the area. The restriction 
attached to the survey is a small sample of respondents to the survey and a few 
respondents who did not answer all the questions. This section presents a seg-
ment of the overall research that addresses the issues described in this paper.
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Chart 4 Development of sustainable tourism on the island of Pag
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According to the results of the anonymous survey, 47.6% of respondents 
state that sustainable tourism is developing poorly on the island, while 19% 
believe that the island of Pagmanages very well its sustainable tourism de-
velopment policy. None of the respondents answered that sustainability was 
developing outstandingly on the island, and particularly interesting is the re-
sponse of a respondent from the Pag Tourist Board who believes that sustain-
able tourism is in no way developing in the area.

Through empirical research, i.e. the survey, respondents were asked to 
write at least one specific element of the island ofPag that could be measured 
in one of the questions, thus helping the authors to design possible supple-
mentary indicators in the ETIS system specific to the island of Pag, which could 
be measured in the future. These results are shown in table below (Tab.4).

Table 4: Possible supplementary destination sustainability indicators specific to 
the island of Pag

1. Number of protected natural areas
2. Number of social facilities (libraries, museums, cinemas, social welfare, education)
3. Number of immovable and movable cultural property
4. Percentage of cheese-producing households
5. Share of young population in relation to total population
6. Share of small businesses in tourism in the total number of registered small businesses
7. Number of completed projects in the last 10 years in relation to the total planned projects
8. Share of agriculture and fishing trades
9. Number of olive groves on the island
10. Number of days in a year when bora blows
11. Average number of passengers on the Prizna-Žigljen ferry line
12. Number of apartments intended for business activities, primarily catering and tourism
13. Amount of cheese sold during the year
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14. Number of tourists who visited the gallery “PagLace”
15. Number of specialised local product stores

Source: elaborated by authors according to the empirical research results

7. CONCLUSION

Mass tourism has recently become one of the biggest problems for both 
world and Croatian destinations. Namely, this type of tourism has many nega-
tive effects on the destination, especially on the natural and cultural heritage. 
Sustainable tourism is the name for a type of tourism that can be applied to all 
destinations and that integrates environmental, socio-cultural and economic 
factors, while taking care of the local community and visitors.

Destinations are often considered unable to measure their sustainability, 
however in 2014, the European Commission developed theEuropean Tourism 
Indicator System (ETIS) that helps destinations develop and measure their sus-
tainability. ETIS is designed as a “European management tool” for measuring 
the sustainability of a destination and fits into the UN global Sustainable De-
velopment Goals (UN SDGs) adopted by the UN in its UN 2030 Agenda. Some 
European tourist destinations have successfully set up a tourism sustainability 
monitoring system through the ETIS indicator system. ETIS indicators are di-
vided into core ones that are unique to everyone, and supplementary ones 
that can be complemented depending on the destination where sustainability 
is measured. In addition to the ETIS model, there are some other models that 
aim to measure the viability of a destination, but it is important to emphasise 
that each destination is unique, and the indicators need to be adjusted to the 
destination where the sustainability applies.

In this paper, the authors point out a particular problem when it comes to 
sustainable tourism in the Republic of Croatia, which also applies to tourism 
development in general and that’s seasonality. Reducing seasonality would 
certainly support the sustainable development of tourism. Croatia is strug-
gling against seasonality in numerous ways, and one of them is the well-known 
project called “Croatia 365”, which aims to expand tourist activity off-season. 
According to the study in the paper on total tourist arrivals to Croatia, the au-
thors conclude that tourism is slowly expanding off-season, which means the 
success of the “365 Croatia” project.

In this paper, the authors consider the issue of tourism sustainability by 
taking the island of Pag as an example. In addition to the indented coastline, 
numerous beaches, natural beauties and cultural and historical heritage, the 
island of Pag is a destination with numerous opportunities for further tourism 
development. Namely, different selective forms of tourism can be developed 
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on the island such as: health, hunting and fishing, rural and cultural tourism. 
According to the empirical research conducted in this paper, it is made known 
that sustainable tourism is developing very poorly on the island of Pag. This is 
due to a number of limitations such as: excessive apartmentisation, the quit-
ting of quality workforce in tourism, mass tourism and other. Among the sig-
nificant problems that make sustainable tourism poorly developed is the split-
ting of Pag between two counties and the generally uneven development. As 
many as 47.6% of respondents who participated in the primary research for 
the purpose of this thesis believe that sustainable tourism is developing very 
poorly on the island. Also, significant is the opinion of the respondent from the 
Pag Tourist Board, who believes that sustainable tourism is not developing at 
all on the island. Given that tourist communities are entrusted with the quality 
of tourism in an area, such response is a matter of concern. The paper attempts 
to consider strategic opportunities and threats to the sustainable develop-
ment of tourism through a SWOT analysis of a sustainable tourism destina-
tion. As one of the biggest threats, the authors point out a lack of cooperation 
between stakeholders in the destination. All stakeholders must be actively in-
volved in the development of sustainable tourism, and their mutual coopera-
tion is a key factor in proper sustainability development. The organisation of 
various training programs, which topic would be exactly the importance of 
stakeholder cooperation with the aim of sustainable development, could raise 
stakeholders’ awareness of the importance of mutual communication and as-
sociation. It is also necessary to define the system and process of monitoring 
the destination’s sustainability, as the authors suggest in this paper.

Croatian island tourism has great potential for the development of sus-
tainable tourism, and this type of destination management is exactly what 
the islands need. Namely, the islands face much more problems than land-
based destinations, which is why they need more attention. Problems such 
as depopulation, deagrarisation, quality of life on islands and similar can be 
largely addressed by developing sustainable tourism.In this paper, the authors 
present their own model of ETIS sustainability indicators for island destina-
tions in Croatia, verified by surveyed stakeholders on the island of Pag. Some 
of the particularities of the island of Pag are its cheeseprecisely or the number 
of households that produce it. The number of olive groves and the number of 
small businesses engaged in agriculture and fishing are also specific. Consid-
ering that Pag is a well-known tourist destination, one of the indicators that 
could be measured is the number of apartments intended for business activi-
ties, primarily catering and tourism, the share of small businesses in tourism in 
the total number of registered small businesses and other mentioned in the 
paper.
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The authors believe that the establishment of a DMO, i.e. a destination 
management organisation would greatly assist in solving the problem of un-
even tourism development on the island of Pag. The mere fact that the island 
is split between two counties and that Novalja is significantly more developed 
than the rest of the island, speaks of how contemporary the problem of un-
even tourism development is. The closing down of fragmented tourist boards 
on the island, which, moreover, belongs administratively to two different coun-
ties, but also the establishment of a single tourism development organisation 
to manage the tourism of the island as a single entity would certainly equalise 
the island’s tourism development. An important step in this direction is cer-
tainly the current adoption of a new package of tourism laws in the Republic of 
Croatia, which aims to establish a modern destination management organisa-
tion in Croatian tourism.

The authors of this paper consider that, in terms of further research, it is 
advisable to examine the extent to which the ETIS system can be implemented 
in other tourist destinations in Croatia, as well as to examine whether the pro-
posed model of additional indicators can be implemented in practice, both on 
the island of Pag and on other Croatian islands. It would certainly be interesting 
to explore the possibility for each island to determine its own complementary 
indicator system and monitor them systematically. Furthermore, it would be 
useful to explore the possibilities of implementing monitoring by using ETIS 
indicators in all tourist destinations in the Republic of Croatia, with compara-
tive analysis depending on the typology of tourist destinations (coastal, rural, 
urban), but also in comparison with foreign experiences. 

As a significant guideline for further research, the authors suggest research 
on the extent to which the SDG system and ETIS indicators are known to stake-
holders in tourism, both in Croatia and beyond. This issue was not covered by 
the research presented in this paper, which is also one of the limitations of this 
research.

It can be concluded that changing the outdated system of tourist boards 
into a modern destination management organization, in which the monitoring 
of sustainable development will play an important role, a process that is ongo-
ing in the Republic of Croatia, could be a great opportunity for this important 
step towards sustainable tourism development.
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ETIS POKAZATELJI NA ODRŽIVOJ TURISTIČKOJ 
DESTINACIJI - PRIMJER OTOKA PAGA

SAŽETAK RADA

U ovom radu autori proučavaju pitanja održivosti i održivog razvoja turizma. 
Održivost postaje sve važniji cilj i načelo svakog segmenta društvenog i ekonomskog 
razvoja. To se posebno odnosi na turizam i turističke destinacije i izuzetno je važno 
kada su u pitanju osjetljivi prirodni i društveno-ekonomski subjekti poput otoka. Ovaj 
se rad bavi pitanjima mjerenja i praćenja razvoja održivosti uzimajući za primjer otok 
Pag. Kao metriku autori su odabrali Europski sustav pokazatelja turizma (ETIS), model 
Europske komisije osmišljen 2014. godine kao alat za praćenje održivosti koji se prepo-
ručuje za upotrebu u europskim turističkim destinacijama. Autori su također postavili 
cilj usporediti pokazatelje održivosti ETIS-a i UN-ove ciljeve održivog razvoja (UN SDG-
ovi). Rad je također naglasio takozvane dopunske ETIS pokazatelje, koji omogućuju 
fleksibilnost u upravljanju destinacijom tj. prilagođavanje metrike održivosti specifič-
nostima odredišta. Primarno istraživanje, temeljeno na stavovima ispitanika, oblikova-
lo je model dodatnih pokazatelja za otočke turističke destinacije koji je tipičan za otok 
Pag, a koji bi se mogao primijeniti na druge otoke koji razvijaju turizam.

Ključne riječi:  održivi turizam, načela i ciljevi održivog turizma, upravljanje 
destinacijama, turizam otoka Paga, ETIS pokazatelji
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MANAGEMENT OF FINANCIAL INSTRUMENTS 
IN THE REPUBLIC OF CROATIA - EUROPEAN 
STRUCTURAL INVESTMENT FUNDS - PLANNED 
BY THE PROGRAMMES AND OVERVIEW OF MAIN 
FINANCIAL STATUS INDICATORS

ABSTRACT

Financial instruments support investment in revenue-generating activities, while 
increasing private investment with minimum public support to achieve the objecti-
ves of economic, social and territorial cohesion. Financial instruments are an efficient 
and sustainable alternative to traditional grant-based support and, unlike grants, fi-
nancial instruments are repayable. They are available within the European Structural 
Investment Fund and in the Republic of Croatia represent a new way of using European 
Union funds. They are considered one of the most efficient ways to use financial re-
sources wtih the purpose to achieve projects development and goals, and come in 
the form of credit lines, guarantees and venture capital funds. Given the tendency to 
reduce public resources even in times of crisis, financial instruments have a strong role 
now and in the future.

In the Republic of Croatia, financial instruments are currently implemented wit-
hin the Operational Programme on Competitiveness and Cohesion 2014-2020 and 
the Rural Development Programme for the Period 2014-2020. Within the Operational 
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Programme on  Competitiveness and Cohesion 2014-2020, Priority Axis 3. Business 
Competitiveness and Priority Axis 4. Promotion of energy efficiency and renewable 
energy sources, ten operations or financial instruments are envisaged. These operati-
ons are co-financed by the European Regional Development Fund and public funds. 
The Rural Development Programme for the period 2014-2020 defines nineteen me-
asures aimed at increasing the competitiveness of Croatian agriculture, forestry and 
processing industry, as well as improving living and general working conditions in 
rural areas. Financial instruments covered by the Rural Development Programme are 
intended for farmers, processors of agricultural products and entities operating in the 
forestry sector, in three areas or measures: Investment in physical assets, Development 
of agricultural holdings and businesses, Investments in sustainability improvement 
and forest areas development. These measures are co-financed by the European 
Agricultural Fund for Rural Development and public funds.

This paper analyzes the modality of use and management of financial instru-
ments, respectively how much the Republic of Croatia has so far used funds under 
these programmes and measures, as well as how much benefit it has achieved by fi-
nancing through financial instruments.

Keywords: Financial instruments, European Structural Investment Funds, 
European Regional Development Fund, European Rural Develop-
ment Fund, Republic of Croatia

1. INTRODUCTION 

After the Republic of Croatia became a full member of the European Un-
ion in 2013, EUR 10.676 billion from the European Structural and Investment 
Funds (ESI Fund) was made available to the Republic of Croatia, of which for 
cohesion policy objectives EUR 8.397 billion, for agriculture and rural develop-
ment EUR 2.026 billion and EUR 253 million for fisheries development.

The European Structural and Investment Funds are used with aim to im-
prove the quality of life of European Union citizens and include the European 
Regional Development Fund (ERDF), the Cohesion Fund (CF), the European Ag-
ricultural Fund for Rural Development (EAFRD), the European Social Fund and 
the European Maritime and Fisheries Fund. The funds can be used, depending 
on the purpose of the fund, for investments in enterprise development, re-
search and development, infrastructure, employment and training, agriculture  
and for the fisheries and forestry development. Within the aforementioned 
funds, Member States use financial instruments as a sustainable and effective 
way to support priority programs supported and co-financed by ESI Funds, i.e. 
financially sustainable projects that will generate sufficient revenue or savings 
to be able to repay the support received.1

1 https://www.fi-compass.eu/esif/european-structural-and-investment-funds-esif (accessed on 25.06.2020.)

https://www.fi-compass.eu/esif/european-structural-and-investment-funds-esif


31

Zrinka Malešević Sučić et. al.: MANAGEMENT OF FINANCIAL INSTRUMENTS ... 
Journal of Accounting and Management 2020, vol.: 10; no.: 01; page 29 - 40

Due to financial instruments advantages, improved and more flexible im-
plementation possibilities, recognized by the EU, their use is extended for the 
period 2014-2020 with expectation of further increase in their use. Some of the 
advantages of financial instruments are: they are expected to be repaid, funds 
returned will be reinvested in the same area, they are they are more favora-
ble for financially viable projects, can be used in a complementary way with 
grants, they are increasing the amount of available sources of funding in sec-
tors/areas where there are insufficient funds with aim to attract other sources 
of funding including private investment, etc.2

In the Republic of Croatia, financial instruments are implemented on the 
basis of market analyzes or Ex ante assessments that justified the need for 
their application. Financial instruments are implemented within the Opera-
tional Programme Competitiveness and Cohesion 2014-2020, co-financed by 
the ERDF and the Rural Development Programme for period 2014-2020, co-
financed by the EAFRD.

2. EUROPEAN REGIONAL DEVELOPMENT FUND AND 
OPERATIONAL PROGRAMME COMPETITIVENESS AND 
COHESION 2014.-2020. 

The European Regional Development Fund, as one of the ESI Funds, 
through grants and increasingly through financial instruments, contributes to 
smart, sustainable and inclusive growth with the aim of strengthening eco-
nomic, social and territorial cohesion in EU cities and regions.

In the Republic of Croatia, the ERDF is designated for production invest-
ments, i.e. activities aimed at creating and preserving jobs, investing in infra-
structure, investing in social, health and educational infrastructure and devel-
oping internal potential by supporting local and regional development, small 
and medium enterprise development, research and innovation.3

Operational Programme Competitiveness and Cohesion 2014-2020, as a 
core programming document for the use of the ERDF and the CF, contributes 
to the goal Investment for growth and jobs by encouraging infrastructure in-
vestments (in the fields of transport, energy, environment, ICT) and support-
ing the development of entrepreneurship and research. Within the aforemen-
tioned program, the Republic of Croatia has EUR 6.831 billion at its disposal, 
of which EUR 4.321 billion from the ERDF and EUR 2.510 billion from the Com-
petitivenes and Cohesion. Together with the mandatory co-financing from the 
2 https://www.fi-compass.eu/sites/default/files/publications/ERDF_The_european_regional_development_fund_

HR.pdf (accessed on 25.06.2020.)
3 https://strukturnifondovi.hr/eu-fondovi/ (accessed on 21.06.2020.)

https://www.fi-compass.eu/sites/default/files/publications/ERDF_The_european_regional_development_fund_HR.pdf
https://www.fi-compass.eu/sites/default/files/publications/ERDF_The_european_regional_development_fund_HR.pdf
https://strukturnifondovi.hr/eu-fondovi/
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budget of the Republic of Croatia, for the implementation of the operational 
programmes, the total value of the Operational Program Competitiveness and 
Cohesion 2014-2020., amounts to EUR 8.037 billion.

Based on the aforementioned programmes, ten financial instruments are 
currently being implemented in the Republic of Croatia. Implementation is en-
trusted to the Croatian Agency for SMEs, Innovation and Investment (HAMAG-
BICRO), to the Croatian Bank for Reconstruction and Development (HBOR) and 
to the European Investment Fund (EIF). HAMAG-BICRO started implementing 
financial instruments in 2016 and is responsible for six financial instruments: 
ESIF: Limited Portfolio Guarantees, Individual Guarantees without interest rate 
subsudies, Individual guarantee with interest rate susidies, Micro Loans and 
Small Loans and COVID-19 loans. HBOR started its implementation in 2018 and 
is in charge of four financial instruments: ESIF Loans for growth and develop-
ment and Energy Efficiency of public buildings, Public Lighting Loans and En-
ergy Efficiency Loans for Entrepreneurs. The EIF is in charge of implementing 
the „ESIF Risk Capital Fund“.

Also, through an investment initiative, in response to the corona crisis, the 
European Commission has put into operation a total of EUR 400 million, for 
the Republic of Croatia needs, of which EUR 165 million are for the liquidity 
of micro, small and medium enterprises through fast online procedures and 
exceptionaly favorable credit terms and guarantees. According to the Euro-
pean Commission, more than 400 companies will benefit from this method of 
financing and a total of 1,500 SMEs will benefit from these measures.4

The following is an overview of the state of implementation of financial 
instruments until mid-2020.

Table 1 ESIF loans 01/2016-06/2020. –  (HAMAG-BICRO) in HRK 

Year

Total 
no. of 
final 

benefi-
ciaries

No. of 
coun-

ties

ESIF small investment loans ESIF Micro investment loans ESIF Micro loans for working
capital

Eligible expendi-
ture allocated to 

the final recipient

Amount of state 
aid in allocated 

funds

Eligible expendi-
ture allocated to 

the final recipient

Amount of 
state aid in al-
located funds

Eligible expendi-
ture allocated to 

the final recipient

Amount of state 
aid in allocated 

funds

2016 26 12 6.086.139,45 884.436,10 211.656,64 38.085,28 1.114.950,65 52.950,97
2017 575 19 131.712.805,96 16.516.409,06 11.768.843,82 1.741.472,68 14.160.285,14 1.062.994,67
2018 594 21 150.035.133,36 13.809.978,50 21.000.841,23 1.643.875,26
2019 535 21 133.395.301,11 133.395.301,11 18.250.706,35 1.981.404,39
2020 292 21 46.295.660,16 4.766.433,54 23.271.074,71 1.799.627,18
TOTAL 467.525.040,04 169.372.558,31 74.503.122,75 7.204.464,79 15.275.235,79 1.115.945,64

Source: prepared by the author based on data available at https://hamagbicro.hr/financijski-
instrumenti/kako-do-zajma/financirani-projekti/ (accessed on: 21.06.2020.)

4 https://ec.europa.eu/regional_policy/sources/newsroom/crii/coronavirus_response_croatia_hr.pdf (accessed 
on 25.06.2020.)

https://hamagbicro.hr/financijski-instrumenti/kako-do-zajma/financirani-projekti/
https://hamagbicro.hr/financijski-instrumenti/kako-do-zajma/financirani-projekti/
https://ec.europa.eu/regional_policy/sources/newsroom/crii/coronavirus_response_croatia_hr.pdf
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Table 2: Total ESIF loans 01/2016-06/2020.  -  (HAMAG-BICRO) in HRK

No. Year Total number of  
final recipients

Number of 
counties 

Total eligible expenditure al-
located to the final recipients

Amount of state aid 
in allocated funds

1. 2016 26 12 7.412.746,74 975.472,35
2. 2017 575 19 157.641.934,92 19.320.876,41
3. 2018 594 21 171.035.974,59 15.453.853,76
4. 2019 535 21 151.646.007,46 135.376.705,50
5. 2020 292 21 69.566.734,87 6.566.060,72

TOTAL 557.303.398,58 177.692.968,74

Source: prepared by the author based on data available at https://hamagbicro.hr/financijski-
instrumenti/kako-do-zajma/financirani-projekti/((accessed on 21.06.2020.)

Table 3: ESIF Individual guarantee with interest rate subsidy for the period 01 / 
2016-06 / 2020. (HAMAG-BICRO) in HRK

No. Year

Num-
ber of 
final 

recipi-
ents

No. of 
Coun-

ties

Form (instrument) of aid - Guar-
antees

Form(instrument)ofaid-Direct 
interestsubsidies Eligible expen-

diture allocated 
to the final 

recipient

Amount of state 
aid in allocated 

funds
Eligible expen-
diture allocat-
edto the final 

recipient

Amount of 
state aid in 

allocated funds

Eligible expen-
diture allocat-
edto the final 

recipient

Amount of 
state aid in 

allocated funds

1 2016 1 1 8.000.000,00 32.322,51 2.012.288,70 135.049,05 10.012.288,70 167.371,56
2 2017 41 12 144.431.926,05 6.515.218,75 19.032.193,72 17.940.722,40 163.464.119,77 24.455.941,15
3 2018 86 13 369.048.178,84 20.301.728,04 49.213.552,35 47.267.633,86 418.261.731,19 67.569.361,90
4 2019 73 14 303.512.545,85 4.782.805,27 29.139.102,48 28.276.123,76 332.651.648,33 33.058.929,03
5 2020 7 5 27.894.726,00 2.203.502,46 2.618.016,01 2.570.520,15 30.512.742,01 4.774.022,61

TOTAL 208 852.887.376,74 33.835.577,03 102.015.153,26 96.190.049,22 954.902.530,00 130.025.626,25

Source: prepared by the author based on data available at https://hamagbicro.hr/financijski-
instrumenti/kako-do-zajma/financirani-projekti/ ((accessed on 21.06.2020.)

Table 4: ESIF Individual guarantees without interest rate subsidy, for the period 
01/2016-06/2020. ((HAMAG-BICRO) in HRK

No.  Year Total number of 
final recipients 

Number of 
conuties 

Form (instrument) of aid - Guarantee
Total eligible expenditu-
re allocated to the final 

recipients

Amount of state aid in 
allocated funds

1. 2017 7 5 29.246.615,02 986.419,23
2. 2018 21 10 96.360.783,82 7.991.124,10
3. 2019 44 9 178.745.714,21 4.219.217,65
4. 2020 13 7 44.023.550,57 6.219.879,33

TOTAL 85 348.376.663,62 19.416.640,31

Source: prepared by the author based on data available at https://hamagbicro.hr/financijski-
instrumenti/kako-do-zajma/financirani-projekti/ (accessed on 21.06.2020.)

https://hamagbicro.hr/financijski-instrumenti/kako-do-zajma/financirani-projekti/
https://hamagbicro.hr/financijski-instrumenti/kako-do-zajma/financirani-projekti/
https://hamagbicro.hr/financijski-instrumenti/kako-do-zajma/financirani-projekti/
https://hamagbicro.hr/financijski-instrumenti/kako-do-zajma/financirani-projekti/
https://hamagbicro.hr/financijski-instrumenti/kako-do-zajma/financirani-projekti/
https://hamagbicro.hr/financijski-instrumenti/kako-do-zajma/financirani-projekti/
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Table 5:  Total disbursed COVID-19 working capital loans in the period up to 
06/2020. years (for micro, small and medium-sized SMEs), (HAMAG-
BICRO)  in HRK

Year of financial 
instrument issuing

Total number of 
final beneficiaries 

Number of 
counties 

COVID-19 loans 
Total eligible ex-

penditure allocated 
to the final benefi-

ciaries 

Amount of state aid 
in allocated funds

2020 34 12 20.556.162,25 2.196.314,07
34 12 20.556.162,25 2.196.314,07

Source: prepared by the author based on data available at https://hamagbicro.hr/financijski-
instrumenti/kako-do-zajma/financirani-projekti/ (accessed on: 21.06.2020.)

Table 6: ESIF loans (HBOR)  in HRK 

Financial instrument Year of 
contract 

No.of 
benefi-
ciaries 

Total in-
vestment value 

Value of the 
loan  from ESIF 

source  

Value of the loan  
from ESIFsource 
(50% from total 

value) 
ESIF loan for public 
lightning 2019 8   33.941.000,00  

ESIF loan for energy 
efficiency 2019 58   187.582.196,76  

ESIF loan for growth 
and development 2018 43 467.216.223,91   172.838.061,00

ESIF loan for growth 
and development 2019 45 225.244.995,90   86.383.894,80

TOTAL   154 692.461.219,81 221.523.196,76 259.221.955,80
Source: prepared by the author based on data available at https://strukturnifondovi.hr/financi-
jski-instrumenti/ (accessed on 27.06.2020)

According to the 2018 report of the Ministry of Regional Development and 
EU, HRK 3.325 billion (EUR 437.5 million) or 100% of funds intended for the 
implementation of financial instruments (HRK 2.128 billion ESIF funds) have 
been allocated to the bodies implementing seven financial instruments, with 
HRK 1.197 billion of national co-financing, of which EUR 112.5 million is private 
capital or 100% of the funds). The financial instruments of Priority Axis 3 sup-
ported around 1,400 entrepreneurs who invested a total of HRK 2.101 billion  
(EUR 276 million) in small business development projects and created more 
than 3,600 new jobs. For the first 5 financial instruments that started imple-
mentation at the end of 2016, the contracting rate was 79% and the disburse-
ment rate was 37%. For all 7 financial instruments, by the end of 2018, under 
Priority Axis 3, HRK 1.374 billion or 41% of funds were contracted with the final 
recipients (entrepreneurs) and 21% or HRK 690 million were paid to them.

In 2019, for ten financial instruments, more than EUR 550 million were 
made available to the Croatian market and close to 1,575 entrepreneurs were 

https://hamagbicro.hr/financijski-instrumenti/kako-do-zajma/financirani-projekti/
https://hamagbicro.hr/financijski-instrumenti/kako-do-zajma/financirani-projekti/
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supported who invested EUR 344 million in small business development pro-
jects, which enabled the creation of more than 4,100 new jobs.5

The analysis of approved financial instruments, since the beginning of im-
plementation in 2016, shows a steady increase in the use of financial instru-
ments. Compared to 2018, financial instruments contribute to entrepreneurial 
activities through significant increase of investment, very high rate of projects 
contracted and the number of beneficiaries/entrepreneurs increased by more 
than 11% in 2019, as well as, in the same period almost 14% more jobs were 
created. In addition to that, it is evident that the geographical distribution of 
final recipients, depending on the number of registered entrepreneurs in each 
county, applies to all counties in the Republic of Croatia.

3. THE EUROPEAN AGRICULTURAL FUND FOR RURAL 
DEVELOPMENT AND RURAL DEVELOPMENT PROGRAMME 
FOR PERIOD 2014-2020

One of the key areas of development within the countries of the Euro-
pean Union is certainly the implementation of the common agricultural policy. 
Considering that rural development represent a second pillar of the Common 
Agricultural Policy, it is financed by the European Agricultural Fund for Rural 
Development (EAFRD).

The task of the Rural Development Programme for the period 2014-2020, is 
especially, to  promote the competitiveness of agriculture, ensure sustainable 
management of natural resources and climate changes and achiving balanced 
territorial development of rural areas, including job creation and preservation.

Total allocation for the Rural Development Programme 2014-2020. 
amounts to EUR 2.383 billion, of which EUR 2.026 billion will be financed from 
the European Fund for Rural Development and the rest from the national 
budget of the Republic of Croatia.

With the aim to improve rural areas, the program consists of 19 key meas-
ures that cover all key agricultural activities and their participants. For the pur-
pose of financing rural development, several different financial instruments 
are used: micro loans, small loans, guarantees, investment loans and working 
capital.

5 https://strukturnifondovi.hr/wp-content/uploads/2019/09/GIP-2018-za-web.pdf, (accessed on 26.06.2020.)

https://strukturnifondovi.hr/wp-content/uploads/2019/09/GIP-2018-za-web.pdf
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Table 6. Rural Development Loans (HAMAG-BICRO) for the period 2018-2019. 
 in HRK

No. Name of financial instrument No of 
recip. Year

Total eligible expen-
diture allocated to 
the final recipient

Amount of state aid 
/de minimis in allo-

cated funds

1 Small loan for rural develo-
pment 340 2019 110.905.934,86 1.024.948,34

2 Micro loan for rural develo-
pment 58 2019 8.159.115,24 60.709,96

3 Small loan for rural develo-
pment 18 2018 6.180.917,12 193.831,90

4 Micro loans for rural develo-
pment 1 2018 184.481,42 23.587,53

TOTAL 417 125.430.448,64 1.303.077,73

Source: https://hamagbicro.hr/financijski-instrumenti/kako-do-zajma/financirani-projekti/ 
(accessed on 27.06.2020)

A review of the data previously presented shows that the number of small 
loan recipients is significantly higher than micro loans, although the use of both 
financial instruments is significantly increasing than at the beginning of the im-
plementation of the programme. Higher demand for small loans is logical, given 
that they are approved in the amount of EUR 25,001.00 to EUR 50,000.00 while 
microloans are approved in the amount of EUR 1,000.00 to EUR 25,000,000 (re-
payment time and interest rate at both financial instruments are equal).

Figure 1 Status of approved Micro and Small Loans and Rural Development 
Guarantees, on May 31st, 2020. in HRK, for the period from October 
10th 2018. to May 2020. 

 

Source: https://ruralnirazvoj.hr/status-provedbe-programa-ruralnog-razvoja-2014-2020/ (accessed on 
28.06.2020.) 

 

 

 

The analysis of approved financial instruments found that the use of loans increased  

over time. The highest number of approved micro and small loans and guarantees was in the 

period from January to December 2019, when 435 loans and three guarantees were approved. 

By May 2020, a total of 637 loans, four guarantees and one credit had been approved. It was 

found that the implementation of these financial instruments enables simpler, faster, easier 

and more favorable way of financing of investments in agriculture, processing and forestry, 

through investments in restructuring, modernization by increasing the competitiveness of 

agricultural economy, disposal, handling and use of manure to reduce harmful effects on 

environment, use of renewable energy sources, increasing added value to agricultural 

products, development of non-agricultural activities in rural areas, as well as modernization of 

technologies, machines, tools and equipment in wood production as well as in pre-industrial 

wood processing. 6 

According to the Ministry of Agriculture, considerably more than initially planned has 

been achieved so far and as of October 2019, the implementation of these instruments resulted 

                                                             
6https://poljoprivreda.gov.hr/vijesti/za-financijske-instrumente-za-poljoprivredu-i-ruralni-razvoj-osigurano-vise-
od-384-milijuna-kuna/3762, (accessed on 21.06.2020.) 

Source: https://ruralnirazvoj.hr/status-provedbe-programa-ruralnog-razvoja-2014-2020/ (ac-
cessed on 28.06.2020.)

https://hamagbicro.hr/financijski-instrumenti/kako-do-zajma/financirani-projekti/
https://ruralnirazvoj.hr/status-provedbe-programa-ruralnog-razvoja-2014-2020/
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The analysis of approved financial instruments found that the use of loans 
increased  over time. The highest number of approved micro and small loans 
and guarantees was in the period from January to December 2019, when 435 
loans and three guarantees were approved. By May 2020, a total of 637 loans, 
four guarantees and one credit had been approved. It was found that the im-
plementation of these financial instruments enables simpler, faster, easier and 
more favorable way of financing of investments in agriculture, processing and 
forestry, through investments in restructuring, modernization by increasing 
the competitiveness of agricultural economy, disposal, handling and use of 
manure to reduce harmful effects on environment, use of renewable energy 
sources, increasing added value to agricultural products, development of non-
agricultural activities in rural areas, as well as modernization of technologies, 
machines, tools and equipment in wood production as well as in pre-industrial 
wood processing. 6

According to the Ministry of Agriculture, considerably more than initially 
planned has been achieved so far and as of October 2019, the implementation 
of these instruments resulted in a total of 381 supported final recipients, i.e. 
their investments and 97 newly jobs were created as a result of these invest-
ments. These results represent realization significantly above the planned (at 
the level of 337% of the planned). 7

It can be  assumed that the increased interest for use of the previously 
mentione financial instruments is due to tha fact that the targeted group of 
beneficiaries recognized favorable conditions and simpler procedures as well 
as all the advantages of financial instruments benefits. Due to the increased 
interest, at the end of 2019, the Ministry of Agriculture, for continuation of  im-
plementation of financial instruments, Micro and Small Loans for Rural Devel-
opment and Individual Guarantees for Rural Development, has provided more 
than HRK 384 million.  

4. CONCLUSION

The introduction and implementation of financial instruments in the Re-
public of Croatia have shown their advantages due to easier access and avail-
ability of funds where market failures are observed, where banks do not have 
specially developed products for certain sectors or commercial banks offer 
their products under conditions that entrepreneurs cannot meet or proce-
dures are more complex, due to the greater need for working capital, due to 

6 https://poljoprivreda.gov.hr/vijesti/za-financijske-instrumente-za-poljoprivredu-i-ruralni-razvoj-osigurano-vise-
od-384-milijuna-kuna/3762, (accessed on 21.06.2020.)

7  https://poljoprivreda.gov.hr/vijesti/za-financijske-instrumente-za-poljoprivredu-i-ruralni-razvoj-osigurano-vi-
se-od-384-milijuna-kuna/3762,(accessed on 21.06.2020.)

https://poljoprivreda.gov.hr/vijesti/za-financijske-instrumente-za-poljoprivredu-i-ruralni-razvoj-osigurano-vise-od-384-milijuna-kuna/3762
https://poljoprivreda.gov.hr/vijesti/za-financijske-instrumente-za-poljoprivredu-i-ruralni-razvoj-osigurano-vise-od-384-milijuna-kuna/3762
https://poljoprivreda.gov.hr/vijesti/za-financijske-instrumente-za-poljoprivredu-i-ruralni-razvoj-osigurano-vise-od-384-milijuna-kuna/3762
https://poljoprivreda.gov.hr/vijesti/za-financijske-instrumente-za-poljoprivredu-i-ruralni-razvoj-osigurano-vise-od-384-milijuna-kuna/3762
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high indebtedness of low-profit companies and insufficient amount of collat-
eral, due to insufficient access to capital and, for example, where the private 
sector is unwilling to invest. Also, financial instruments support a wide range 
of development goals and a large number of diverse beneficiaries, and since 
the funds are repayable, they can be reused for further investments. Financial 
instruments co-financed from the European Structural Investment Funds, i.e. 
through the Operational Program Competitiveness and Cohesion 2014-2020 
and the Rural Development Program for the period 2014-2020, in the Republic 
of Croatia, in cooperation with relevant institutions, have obtained a significant 
financial result through numerous investments and which have resulted in the 
creation of new jobs and certainly long-term market development, which is 
visible by activating the financial instruments provided by the programmes 
and by increasing the allocation of available funds. Also, financial instruments 
have shown their advantages and effectiveness at a time when the financial 
situation of the economy is stagnant or there has been a crisis such as the coro-
navirus epidemic and therefore through the investment initiative in response 
to the corona crisis mobilizes a significant amount of liquidity for micro, small 
and medium enterprises thorugh simpler and faster procedures and much 
more favorable conditions.
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UPRAVLJANJE FINANCIJSKIM INSTRUMENTIMA 
U REPUBLICI HRVATSKOJ - EUROPSKI STRUKTURNI 
INVESTICIJSKI FONDOVI - PLANIRANI PROGRAMIMA I 
PREGLED GLAVNIH POKAZATELJA FINANCIJSKOG STANJA

SAŽETAK RADA

Financijski instrumenti podržavaju ulaganje u aktivnosti koje stvaraju prihod, 
istodobno povećavajući privatna ulaganja uz minimalnu javnu potporu za postizanje 
ciljeva ekonomske, socijalne i teritorijalne kohezije. Financijski instrumenti učinkovita 
su i održiva alternativa tradicionalnoj potpori koja se temelji na bespovratnim sred-
stvima i, za razliku od bespovratnih sredstava, financijski instrumenti se mogu vratiti. 
Dostupni su u okviru Europskog fonda za strukturna ulaganja, a u Republici Hrvatskoj 
predstavljaju novi način korištenja fondova Europske unije. Smatraju se jednim od naj-
učinkovitijih načina korištenja financijskih sredstava u svrhu postizanja razvoja proje-
kata i ciljeva, a dolaze u obliku kreditnih linija, jamstava i fondova rizičnog kapitala. S 
obzirom na tendenciju smanjenja javnih sredstava čak i u kriznim vremenima, financij-
ski instrumenti imaju snažnu ulogu sada i u budućnosti.

U Republici Hrvatskoj financijski se instrumenti trenutno provode u okviru 
Operativnog programa za konkurentnost i koheziju 2014.-2020. i Programa ruralnog 
razvoja za razdoblje 2014.-2020. U okviru Operativnog programa za konkurentnost 
i koheziju 2014.-2020., Prioritetna os 3. Poslovna konkurentnost i Prioritetna os 4. 
Promicanje energetske učinkovitosti i obnovljivih izvora energije, predviđeno je deset 
operacija ili financijskih instrumenata. Te se operacije sufinanciraju iz Europskog fon-
da za regionalni razvoj i javnih fondova. Program ruralnog razvoja za razdoblje 2014. 
- 2020. definira devetnaest mjera usmjerenih na povećanje konkurentnosti hrvatske 
poljoprivrede, šumarstva i prerađivačke industrije, kao i poboljšanje životnih i općih 
uvjeta rada u ruralnim područjima. Financijski instrumenti obuhvaćeni Programom ru-
ralnog razvoja namijenjeni su poljoprivrednicima, prerađivačima poljoprivrednih proi-
zvoda i subjektima koji posluju u šumarskom sektoru, u tri područja ili mjere: Ulaganje 
u fizičku imovinu, Razvoj poljoprivrednih gospodarstava i poduzeća, Ulaganja u po-
boljšanje održivosti i razvoj šumskih područja. Te mjere sufinanciraju Europski poljo-
privredni fond za ruralni razvoj i javni fondovi.

U ovom se radu analizira modalitet korištenja i upravljanja financijskim instru-
mentima, odnosno koliko je Republika Hrvatska do sada koristila sredstva u okviru 
ovih programa i mjera, kao i koliku je korist ostvarila financiranjem putem financijskih 
instrumenata.

Ključne riječi: Financijski instrumenti, Europski strukturni investicijski fondovi, 
Europski fond za regionalni razvoj, Europski fond za ruralni 
razvoj, Republika Hrvatska
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EXAMPLES OF GOOD PRACTICES 

ABSTRACT
Doing business today for a conscious entrepreneur is not only focused on profit but 

also on the social, environmental, and economic aspects of doing business together with 
the sustainable development. Therefore, non-financial reporting for involved stakeholders 
is a new source of information based on which key decisions will be made related to the 
further development of the company itself. It contains information on relevant measures 
that affect the development of business and its results, the effects of business from the 
environmental and social aspect, the necessary tools to understand the development, bu-
siness results and position of the company and the effects of its activities. In the European 
Union, non-financial reporting became mandatory from 1 January 2017 for all large public-
interest companies with more than 500 employees. The legal framework and the market 
are putting strong pressure on the development of sustainability accounting that is beco-
ming more and more accepted in modern business practice. In this paper
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reporting legislation, sustainable development, corporate social 
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1. INTRODUCTION
In the Republic of Croatia, several companies started with the non-finan-

cial reporting even before the legal obligation was introduced, and published 
their reports under various names such as the Sustainable Development Re-
port, Corporate Social Responsibility (hereinafter CSR) Report or integrated 
with financial statements under the unique name Integrated Report. This trend 
started in larger corporations in 1993 and has been growing steadily since 
then. Republic of Croatia currently does not have a national framework for 
non-financial reporting. Therefore, companies apply international frameworks 
in their non-financial statements. Non-financial reports cover environmental, 
social and economic issues, human rights issues, the fight against corruption 
and bribery. In accordance with the above, a comparison of the published data 
was made between several Croatian taxpayers of these reports.

The aim of this research on non-financial reporting is compare published 
non-financial data in three non-financial reports in order to provide compara-
tive analysis and show good practice. With the results of the research, inter-
ested stakeholders can make a detailed analysis of published data using estab-
lished tools. Non-financial report consists of data like the structure of employ-
ees, cooperation with the local community and how company is taking care of 
the environment. With its report, the company directly answers the question 
of whether it adheres to the legally prescribed framework or pushes the set 
boundaries of its business and becomes more aware of its community. 

As an example of good practice, three companies were selected whose 
non-financial statements were reviewed and studied. In addition, comparative 
analysis of the published data was prepared. The research on non-financial re-
ports has identified the efforts and will of individual entrepreneurs who strive 
for years to improve their business in a sustainable way and make it positive for 
the work environment and socially responsible for their environment.

2. DEFINITION, MOTIVES AND FRAMEWORK OF NON-
FINANCIAL REPORTING

In December 2014, the non-financial reporting Directive 2014/95/EU 
was adopted. With the adopted directive, non-financial reporting in the en-
tire European Union became mandatory from 1 January 2017 for all public-
interest companies with more than 500 employees. It includes environmental 
and social aspects, part dedicated to the employees and human rights, anti-
corruption measures, describing one‘s own business model, policy outcomes 
and risks on these issues, as well as a variety of policies implemented by man-
agement and supervisory bodies.1 Social and human resources issues include 
1  Osmanagić Bedenik, N. et. al. (2016)
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guarantee of the gender equality and implementing basic conventions of in-
ternational labor organizations, working conditions, social dialogue, respect 
for trade union rights, health and safety at work, and dialogue with local com-
munities and/ or measures taken to ensure the protection and development of 
these communities. Human rights issues and anti-corruption and anti-bribery 
measures concern the prevention of human rights violations and/or the use of 
available instruments. 

2.1. MOTIVES FOR NON-FINANCIAL REPORTING

The question arises as to why companies, large corporations, write in their 
reports about corporate social responsibility and what their motives are. Is 
their commitment and effort more appreciated when interested stakeholders 
(e.g. local communities) are aware of their charity work through a non-financial 
report or when their advertisements on radio/television motivate potential 
stakeholders to buy their products with the message that will distribute part 
of the purchase made as a donation to certain organizations (associations, lo-
cal community). 

There is a question of motive for socially responsible businesses. Does 
increased consumption cause greater environmental pollution and thus po-
tentially threaten the future of future generations? The right motives exist as 
a good example of good practice in order to encourage others in a conscien-
tious business.

There are many theories as well as justifications about the responsibility 
of a business entity, without involving financial responsibility to stakeholders. 
These include new stakeholder’s awareness, growing and visible environmen-
tal pressures, a lack of politics for protection of public good as well as material 
risk, including the risk to the company‘s reputation.

Corporate social responsibility shows that some businesses are finding 
new opportunities to create added value and ensure long-term business, set-
ting the goals clearly and taking into account global issues such as climate 
change, and as a way to differentiate towards less responsible companies. 

2.2. NON-FINANCIAL REPORTING FRAMEWORK

The European Commission announced in its strategy on CSR from October 
2011 entitled „A renewed EU strategy 2011-14 for Corporate Social Responsi-
bility“ that it will „present a proposal on the transparency of data on social and 
environmental issues provided by companies from all sectors. “ On 16 April 
2013, Commission published the Proposal of the Directive on non-financial re-
porting, and on 26 February 2014, the European Parliament and the Council of 
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Europe have reached a political agreement on the provisions of the Directive 
– the provisions on non-financial reporting will form an integral part of the „Ac-
counting Directive“ (2013/34/EU), adopted on 26 June 2013. 2 

From 1 January 2017 or during that calendar year, non-financial reporting 
for public interest companies3 with more than 500 employees became manda-
tory. The legal reporting framework consists of the Accounting Act and Direc-
tive 2014/95/ EU. Directive 2014/95/ EU deals with the amendment of Directive 
2013/34/EU, from 26 June 2013, in terms of publishing non-financial informa-
tion and information on the diversity of certain large companies.4 Its aim is to 
identify and report on impacts and risks, and to increase the confidence of 
stakeholders (investors and consumers) in companies of public interest. Ac-
cording to the EU Directive, “Disclosure of non-financial information is vital for 
managing change towards a sustainable global economy by combining long-
term profitability with social justice and environmental protection. In this con-
text, disclosure of non-financial information helps the measuring, monitoring 
and managing of undertakings‘ performance and their impact on society“5. 
The Directive requires the public disclosure of documents such as the annual 
report, the sustainability report and integrated reports that include the follow-
ing topics or aspects, which ensure the identification of risks of the company‘s 
business activities on issues belonging to the following categories: (1) Envi-
ronmental issues, (2) Social issues and issues related to employees, (3) Respect 
for human rights, (4) Anti-corruption program and bribery, (5) The diversity in 
governance structures. 

The disclosure must include a description of the company‘s business mod-
el, a description of the policies adopted in relation to the above issues, their 
outcomes, the risks associated with the company‘s business and relevant key 
performance indicators (as set out in the non-financial Directive).6

Companies subject to this Directive may rely on European frameworks such 
as the Eco-Management and Audit Scheme (EMAS) or on international frame-
works, such as the United Nations Global Compact, to provide information,7,8 

UN Guiding Principles on Business & Human Rights, OECD Guidelines for Multi-
2 http://www.hup.hr/EasyEdit/UserFiles/Petra%20Senti%C4%87/Prirucnik%20DOP%20HR.pdf (last visited: 29 

June 2020)
3  Companies whose shares are listed on the stock exchange, banks, insurance companies and alike. 
4 http://eur-lex.europa.eu/legal-content/HR/TXT/?uri=celex%3A32014L0095 (last visited 29 June 2020)
5 Directive 2014/95/EU of the European Parliament and of the Council of 22 October 2014
6 https://www.datamaran.com/wp-content/uploads/2017/07/ESGC-EU-law.png  (last visited 1 November 2017)
7 The Global Compact Guidelines cover 10 principles in the areas of human rights, labor, the environment 

and anti-corruption.
8 Osmanagić Bedenik, N. et. al. (2016). 

http://www.hup.hr/EasyEdit/UserFiles/Petra%20Senti%C4%87/Prirucnik%20DOP%20HR.pdf
http://eur-lex.europa.eu/legal-content/HR/TXT/?uri=celex%3A32014L0095
https://www.datamaran.com/wp-content/uploads/2017/07/ESGC-EU-law.png
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national Enterprises (OECD)9,10, norms (ISO) 2600 of International organization 
for standardization11,12, Tripartite Declaration of Principles concerning Multi-
national Enterprises and Social Policy, Global Reporting Initiative (GRI)13,14 or 
other international recognized frameworks.15 In case the company relies on a 
certain framework (national, European or international) it is obliged to state it 
in its report.

In the Act Amending the Accounting Act (Official Gazette No. 120/2016), 
under Article 16, paragraph 5, an entrepreneur may rely on national, European 
or international frameworks or non-binding guidelines on the methodology 
for reporting non-financial information published by the European Commis-
sion.16 All global initiatives have in common joint aim – help the organization 
(society) to achieve a successful socially responsible performance of non-
financial reporting while ensuring legitimacy, clarity of norm, functionality, 
learning and engagement, clear communication and relevance.

2.3. CONTENT OF NON-FINANCIAL REPORTING

The Accounting Act (Official Gazette, No. 78/15) published in July 2015 is 
in line with Directive 2013/34/ EU (the so-called Accounting Directive) of the 
European Parliament and of the Council of 26 June 2013.17 In December 201618 
in Official Gazette The Law on Amendments to the Accounting Act was pub-
lished as an amendment to the aforementioned Accounting Act (Official Ga-
zette No. 78/15), and is related to Directive 2014/95 / EU regarding the publi-
cation of non-financial information and information on the diversity of certain 
large companies and groups (Article 21 a).19 Companies are required to report 

9 The OECD guidelines are intended for multinational companies and cover the social, environmental and 
risk dimensions, in addition to reporting financial success to owners and government.

10 Osmanagić Bedenik, N. et. al. (2016). 
11 ISO 26000:2010 provides guidance rather than requirements, so it cannot be certified to unlike some 

other well-known ISO standards and do not offer specific reporting guidelines
12 Osmanagić Bedenik, N. et. al. (2016). 
13 The GRI Standards are the first global standards for sustainability reporting. They feature a modular, 

interrelated structure, and represent the global best practice for reporting on a range of economic, envi-
ronmental and social impacts.

14 Osmanagić Bedenik, N. et. al. (2016). 
15 http://eur-lex.europa.eu/legal-content/HR/TXT/?uri=celex%3A32014L0095 (last visited 2 July 2019)
16 http://narodne-novine.nn.hr/clanci/sluzbeni/2016_12_120_2612.html (last visited 2 July 2019)
17 https://vlada.gov.hr/UserDocsImages//Sjednice/2016/8%20sjednica%2014%20Vlade//8%20-%202.pdf (last 

visited 2 July 2019)
18 The provisions of Directive 2014/95/EU should be incorporated into the Croatian Accounting system by 6 

December 2016 at the latest.
19 http://narodne-novine.nn.hr/clanci/sluzbeni/2016_12_120_2612.html (last visited 2 July 2017)

http://eur-lex.europa.eu/legal-content/HR/TXT/?uri=celex%3A32014L0095
http://narodne-novine.nn.hr/clanci/sluzbeni/2016_12_120_2612.html
https://vlada.gov.hr/UserDocsImages//Sjednice/2016/8%20sjednica%2014%20Vlade//8%20-%202.pdf
http://narodne-novine.nn.hr/clanci/sluzbeni/2016_12_120_2612.html


46

Renata Vuković et. al.: NON-FINANCIAL REPORTING AS PART OF SUSTAINABILITY... 
Journal of Accounting and Management 2020, vol.: 10; no.: 01; page 41 - 58

on the procedures performed by in-depth analysis20 related to environmental 
and social issues, about their business relationships and key performance indi-
cators. The company is obliged to explain any non-compliance with the non-
financial reporting policy in the report, and the protection of market-sensitive 
information is allowed in order to protect its own business.

3. SUSTAINABILITY ACCOUNTING IN  
THE CONTEXT OF BUSINESS REPORTING

Until now, accounting has been seen21,22 as an activity of recording busi-
ness changes that have taken place, and accounting practices often lag behind 
global trends. By financial accounting, we mean the preparation of statutory 
reports intended for stakeholders. There are no provisions in IFRS23 that require 
reporting in the field of environmental protection and sustainable develop-
ment, which are the backbone of development and are not required to be de-
veloped according to local standards.

Financial reporting in the context of sustainable development is not 
enough; non-financial reporting is based on measuring, disclosing and mak-
ing accountable to internal and external stakeholders in relation to organiza-
tional performance for sustainable development.24,25

Sustainability accounting is considered to complement traditional ac-
counting with the aim of assessing the environmental, social and managerial 
performance of a company and writing reports on these issues.26 It measures, 
monitors the positive and negative effects of society itself in this context.27 

Sustainability accounting framework is based on two key components - deter-
mining internal financial inflows/outflows, and determining external financial 

20 The UN Guiding Principles on Business and Human Rights. Guiding Principle 17 discusses due diligence as 
a tool to help society identify, prevent, mitigate and address any negative human rights impacts. Due dili-
gence is a well-known term in the business world, especially when it comes to mergers and acquisitions of 
the companies. There is therefore experience that we can rely on, but when it comes to human rights, we 
need to examine the risk that applies to people, not just the company.

21 Accounting is the art of interpreting, measuring and linking the results of economic activities, and its main 
purpose is to provide decision makers with information useful for business decision-making related to 
finding and using rare economic assets such as money, land and labor.

22 Meigs, R. F. i Meigs, W.B. (1999.). Računovodstvo: Temelj poslovnog odlučivanja, IX izdanje. Zagreb: MATE  
d.o.o., str. 5

23 International Financial Reporting Standards
24 According to OAKLEY, r., Buckland, I. (2004) What if Business as Usual Won’t Work? U: The Triple Bottom 

Line …, nav. dj., p. 135
25 Ibid, p. 201
26 Rogošić A., Čaljkušić A. (2015) 
27 ibid
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inflows/outflows. While internal financial inflows/outflows are covered by the 
elements of the RDG, external financial inflows/outflows relate to positive and 
negative externalities from relations with other stakeholders.28 

External relations with the stakeholders can be economic, environmental 
or social in its nature. Social, environmental and economic impacts are largely 
intertwined, and the separation and reporting of individual impacts poses a 
challenge to society. However, it should be emphasized that non-financial in-
dicators are a complement to financial indicators.29 For quality performance of 
sustainability accounting, it is necessary to build and establish data collection 
systems (databases) and associated reporting processes in large corporations.

Increased accountability to a range of stakeholders implies that their re-
quirements and interests must be contained in sustainability accounting da-
tabases. These databases consist of the opinions and interests of stakeholders 
in the form of reliable, systematic, and responsible measurements.30 Specific 
sustainability accounting consists of four basic processes: (1) computing, (2) 
recording, (3) summarizing, and (4) reporting. 31

Calculation refers to the identification and measurement of relevant facts 
or phenomena. Recording deals with the implementation of certain measure-
ments (situations) in accordance with the conventions of accounting princi-
ples. The accounting data thus obtained have a certain importance (signifi-
cance). E.g. the consolidation process distinguishes between current (short-
term) and long-term liabilities and assets, and calculates net operating results. 
The final process represents reporting that refers to the transfer of information 
to the relevant internal and external audience, so that users of the report can 
evaluate, compare and analyze them. Reporting is only one (limited) part of ac-
counting, which requires an “upgrade” by the organization.32. The basic report-
ing process enables the application of accounting information for audit, analy-
sis, disclosure and decision making purposes. Accounting affects the attitudes 
and management, and access to specific information. On the other hand, this 
process can contribute to the creation of image, perception and judgment of 
stakeholders about the company itself. Shareholders consciously bear part of 
the risk in relation to their investment. According to the principle of participa-
tion in value creation arising from voluntary risk-taking, liability to sharehold-
ers is no different from liability to investors of financial capital.

28 Osmanagić Bedenik, N. et al. (2010)
29 ibid, p. 201
30  Hall et al., 2015
31  Goldberg, 1965
32  Mitchell, et al. (2015)
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All of these relationships are intertwined, and separating these relation-
ships and their impact in reporting itself would be a challenge for corporations 
or companies. Their biggest undertaking in a three-balance sheet approach 
to reporting would be to turn these relationships into monetary values, es-
pecially in the area of   the impact of social and environmental relationships. 
These relationships are currently receiving the most attention with the inten-
tion of defining their methodological approach. The next problem relates to 
the fact that it is difficult to convert these relationships into monetary values, 
because there is no benchmark through which to select companies that suc-
cessfully manage economic, environmental and social elements from other 
companies.33

4. COMPARATIVE ANALYSIS OF NON-FINANCIAL  
INDICATORS ON A SELECTED SAMPLE OF COMPANIES

There are several companies in the Republic of Croatia that have been 
publishing non-financial reports on a regular basis for many years. Most of 
them use recognized international standards and recommendations when 
preparing the report. When selecting the companies for the research in or-
der to make possible to compare and show good practice, the availability of 
published data in the non-financial reports was considered, so the final stake-
holders would have clear information about the company’s businesses as well 
as credible insight into the documentation on their official website. With the 
examples of publicly available non-financial reports of the three companies, 
we will point out the good practice in their preparation. Following the above, 
companies that were selected as an example of good practice in non-finan-
cial reporting are INA d.d.34, Jadran Galenski Laboratorij d.d.35 and Zagrebački 
Holding d.o.o.36. The reporting year selected is 2017 and according to the se-
lected sample, companies prepared their non-financial reports according to 
the new guidelines of the GRI standards.

In table no. 1, it has been made a comparative analysis showing whether 
companies have published in their non-financial statements most of the infor-
mation contained under the GRI Standard 102: General Disclosures, which is a 
mandatory Standard for the publication of non-financial reports under the GRI 
Standards.

33  Ibid, p. 203
34  https://www.ina.hr/UserDocsImages/dokumenti/INA_AR_2017_cro_30_4%20FINAL_link.pdf (last accessed: 

01.03.2019.)
35 https://www.zgh.hr/UserDocsImages/Marketing/DOP/zagrebacki_holding_izvjesce_o_odrzivosti_2017_HR_

spread2.pdf  (last accessed: 01.03.2019)
36  https://uploads.jgl.hr/uploads/2018/06/IOR-2017.pdf  (last accessed: 1 March 2019)

https://www.ina.hr/UserDocsImages/dokumenti/INA_AR_2017_cro_30_4%20FINAL_link.pdf
https://www.zgh.hr/UserDocsImages/Marketing/DOP/zagrebacki_holding_izvjesce_o_odrzivosti_2017_HR_spread2.pdf
https://www.zgh.hr/UserDocsImages/Marketing/DOP/zagrebacki_holding_izvjesce_o_odrzivosti_2017_HR_spread2.pdf
https://uploads.jgl.hr/uploads/2018/06/IOR-2017.pdf
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Table 1: Comparative analysis GRI 102 General Disclosures 

GRI STANDARDS

102 – GENERAL DISCLOSURES
INA d.d. ZAGREBAČKI 

HOLDING d.o.o.
JADRAN GALENSKI 
LABORATORIJ d.d.

102-1   Name of the organization ✓ ✓ ✓
102-2   Activities, brands, products and  
services ✓ ✓ ✓

102-3   Location of headquarters ✓ ✓ ✓
102-4   Location of operations ✓ ✓ ✓
102-5   Ownership and legal form ✓ ✓ ✓
102-6   Markets served ✓ ✓ ✓
102-7   Scale of the organization ✓ ✓ ✓
102-8   Information on employees and other 
workers ✓ ✓ ✓

102-9   Supply chain ✓ ✓ ✓
102-10 Significant changes to the organiza-
tion and its supply chain  ✓ ✓ ✓

102-11 Precautionary Principle or approach ✓ ✓ ✓
102-12 External initiatives ✓ ✓ ✓
102-13 Membership of associations ✓ ✓ ✓
102-14 Statement from senior decision-maker ✓ ✓ ✓
102-15 Key impacts, risks and opportunities ✓ ✓ ✓
102-16 Values, principles, standards and 
norms of behavior ✓ ✓ ✓

102-17 Mechanisms for advice and concerns 
about ethics ✓ ✓ -

102-18 Governance structure ✓ ✓ ✓
102-40 List of stakeholder groups ✓ ✓ ✓
102-41 Collective bargaining agreements ✓ ✓ ✓
102-42 Identifying and selecting stakeholders ✓ ✓ ✓
102-43 Approach to stakeholder engagement ✓ ✓ ✓
102-44 Key topics and concerns raised ✓ ✓ ✓
102-45 Entities included in the consolidated 
financial statements ✓ ✓ ✓

102-46 Defining report content and topic 
Boundaries ✓ ✓ ✓

102-47 List of material topics ✓ ✓ ✓
102-48 Restatements of information ✓ ✓ ✓
102-49 Changes in reporting ✓ ✓ ✓
102-50 Reporting period ✓ ✓ ✓
102-51 Date of most recent report ✓ ✓ ✓
102-52 Reporting cycle ✓ ✓ ✓
102-53 Contact point for questions regard-
ing the report ✓ ✓ ✓
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GRI STANDARDS

102 – GENERAL DISCLOSURES
INA d.d. ZAGREBAČKI 

HOLDING d.o.o.
JADRAN GALENSKI 
LABORATORIJ d.d.

102-54 Claims of reporting in accordance 
with the GRI Standards ✓ ✓ ✓

102-55 GRI content index ✓ ✓ ✓
102-56 External assurance ✓ ✓ ✓

Source: Prepared by the author based on a research of the non-financial reports

In the list of material topics from each module, two material topics were 
selected, because all three companies reported them. In the following section, 
material topics are compared according to GRI standards.

4.1. GRI 200 – ECONOMIC TOPICS 
For the purpose of comparative analysis, the GRI Standard GRI 201 Eco-

nomic Performance and GRI 202 Market Presence were elaborated. 

Table 2:   Comparative analysis of GRI 200 Economic Topics – GRI 201: Economic 
Performance and GRI 202: Market Presence

GRI STANDARDS

MATERIAL TOPICS
INA d.d. ZAGREBAČKI 

HOLDING d.o.o.

JADRAN GALEN-
SKI LABORATORIJ 

d.d.
GRI 200 ECONOMIC TOPICS
201 Economic Performance ✓ ✓ ✓
103-1 Explanation of the Material topic and 
its Boundary ✓ - ✓

103-2 The management approach and its 
components ✓ - ✓

103-3 Evaluation of the management ap-
proach ✓ - ✓

201-1 Direct economic value generated and 
distributed ✓ ✓ ✓

201-4 Financial assistance received from 
government ✓ ✓ ✓

202 Market presence ✓ ✓ ✓
103-1 Explanation of the material topic and 
its Boundary - - ✓

103-2 The management approach and its 
components - - ✓

103-3 Evaluation of the management 
 approach - - ✓

202-1 Ratios of standard entry level wage by 
gender compared to local minimum wage ✓ ✓ ✓

202-2 Proportion of senior management 
hired from the local community ✓ ✓ ✓

Source: Prepared by the author based on a research of the non-financial reports
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INA d.d. under the Economic topic, and Direct economic value generated 
and distributed in its report presents a consolidated statement of financial po-
sition, income statement and cash flow statement of INA Group.

Zagrebački Holding d.o.o. in its non-financial report elaborates on the GRI 
201-1 Direct economic value generated and distributed. Apart from a detailed 
description of the data on financial indicators, it does not explain the economic 
impact of these material topics, their management approach and evaluation. 
There is no difference in basic salaries by gender, and all material rights from 
the collective agreement are equal for both genders in all three companies.

In Jadran Galenski Laboratorij d.d. (hereinafter JGL) Group there is no dif-
ference in starting salary for men and women, and they reflect their business 
performance to employees through various benefits. The local community em-
ploys 100% of the senior management37 In their report; they appoint the mem-
bers of the Management Board and the Supervisory Board, as well as the Gen-
eral Assembly of the company. However, the list of members does not specify 
which members are from the local community and the ratio of senior manage-
ment from the local community. In its explanation of the material topic, JGL 
states that economic topics depend on the Russian market and the economic, 
political and other conditions in that particular country. JGL manages this 
topic by developing managerial skills and scheduling business responsibilities 
and independence in performing work duties with its employees.

4.2. GRI 300 – ENVIRONMENTAL TOPICS

For the purpose of com parative analysis, the GRI Standard GRI 302: Energy 
and GRI 303: Water were elaborated.

Table 3: Comparative analysis of GRI 300 Environmental topics – GRI 302 
Energy and GRI 303 Water

GRI STANDARDS

MATERIAL TOPICS
INA d.d. ZAGREBAČKI 

HOLDING d.o.o.

JADRAN GALEN-
SKI LABORATORIJ 

d.d.
GRI 300 ENVIRONMENTAL TOPICS
302 Energy ✓ ✓ ✓
103-1 Explanation of the material topic and 
its Boundary ✓ - ✓

103-2 The management approach and its 
components ✓ - ✓

103-3 Evaluation of the management  
approach ✓ - ✓

37 https://www.jgl.hr/o-nama/jgl-u-zajednici/izvjesca-o-odrzivom-razvoju (last visited 3 September 2019)

https://www.jgl.hr/o-nama/jgl-u-zajednici/izvjesca-o-odrzivom-razvoju
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GRI STANDARDS

MATERIAL TOPICS
INA d.d. ZAGREBAČKI 

HOLDING d.o.o.

JADRAN GALEN-
SKI LABORATORIJ 

d.d.
302-1 Energy consumption within the orga-
nization ✓ ✓ ✓

302-4 Reduction of energy consumption ✓ ✓ ✓
303 Water ✓ ✓ ✓
103-1 Explanation of the material topic and 
its Boundary - - ✓

103-2 The management approach and its 
components - - ✓

103-3 Evaluation of the management  
approach - - ✓

303-1 Water withdrawal by source ✓ ✓ ✓
303-2 Water sources significantly affected by 
withdrawal of water - - ✓

303-3 Water recycled and reused - ✓ ✓

Source: Prepared by the author based on a research of the non-financial reports

In 2017, energy consumption in the INA Group increased compared to the 
previous year. In 2015, they implemented an energy management system, and 
despite the increase in energy consumption in refineries, they recorded energy 
savings and reduced emissions. In that year, the total amount of discharged 
and abstracted water increased compared to the previous year. Zagreb Holding 
lists ZET and Vodoopskrba i odvodnja d.o.o. as the largest consumers, with ZET 
being the largest consumer of energy due to the nature of its activities. In ad-
dition to IT monitoring of energy consumption, the components of Zagrebački 
Holding d.o.o. are taking various initiatives to reduce energy consumption and 
increase energy efficiency. JGL chose GRI 302 Energy as a material topic due to 
the interests of its stakeholders (employees, shareholders, end users and the 
local community). Through the energy management system ISO 5001: 2011, 
it successfully manages the energy aspect, and uses available tools in energy 
management and environmental protection. The management system is ap-
plied to the activities of development, production and distribution of medi-
cines and other sales range. Only the monitoring of the energy management 
system is carried out by an external audit.38

4.3. GRI 400 – SOCIAL TOPICS

For the purpose of comparative analysis, the GRI 402: Labor/Management 
relations and GRI 403: Occupational Health and Safety were elaborated.

38 https://www.jgl.hr/o-nama/jgl-u-zajednici/izvjesca-o-odrzivom-razvoju (last visited: 3 September 2019)

https://www.jgl.hr/o-nama/jgl-u-zajednici/izvjesca-o-odrzivom-razvoju
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Table 4:  GRI 400 Social topic – GRI 402: Labor/Management relations and GRI 
403: Occupational Health and Safety.

GRI STANDARDS

MATERIAL TOPICS
INA d.d. ZAGREBAČKI 

HOLDING d.o.o.

JADRAN GALEN-
SKI LABORATORIJ 

d.d.
GRI 400 SOCIAL TOPICS
402 Labor/management relations ✓ ✓
103-1 Explanation of the material topic and its 
Boundary - - ✓

103-2 The management approach and its 
components - - ✓

103-3 Evaluation of the management ap-
proach - - ✓

402-1 Minimum notice periods regarding 
operational changes ✓ ✓ ✓

403 Occupational health and safety ✓ ✓ ✓
103-1 Explanation of the material topic and its 
Boundary - - ✓

103-2 The management approach and its 
components - - ✓

103-3 Evaluation of the management approach - - ✓
403-1 Workers representation in formal joint 
management–worker health and safety com-
mittees

✓ ✓ ✓

403-2 Types of injury and rates of injury, occu-
pational diseases, lost days, and absenteeism, 
and number of work-related fatalities

✓ ✓ ✓

Source: Prepared by the author based on a research of the non-financial reports

There is an Employees‘ Council in the INA Group. Employer informs the 
Employees‘ Council about business results, work organization, Group goals, 
movements and changes in salaries, number and type of employees as well as 
labor costs. In accordance with the Labor Act, the procedure for the election of 
Employees‘ commissioners for occupational safety in INA Group is defined.39 

Despite their goal, in 2017 there was an increase in injuries at work with 
lost time at the group level for own employees, and the frequency of injuries at 
work with lost working hours also increased.40Zagrebački Holding d.o.o. under 
the social topic Occupational Health and Safety of health and safety prepares 
an internal methodology for monitoring injuries at work with the aim of ad-
ditional protection of its employees.  In the reporting period, there were 307 

39 https://www.ina.hr/UserDocsImages/dokumenti/INA_AR_2017_cro_30_4%20FINAL_link.pdf (last visited 4 
September 2019)

40 https://www.ina.hr/UserDocsImages/dokumenti/INA_AR_2017_cro_30_4%20FINAL_link.pdf (last visited 4 
September 2019)

https://www.ina.hr/UserDocsImages/dokumenti/INA_AR_2017_cro_30_4%20FINAL_link.pdf
https://www.ina.hr/UserDocsImages/dokumenti/INA_AR_2017_cro_30_4%20FINAL_link.pdf
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injuries reported at work, out of which 195 injuries occurred in the process of 
work, and 122 outside that process. Of the total number of injuries, 44 were 
characterized as serious injuries at work.41 As the most important approach in 
the management of the social category, JGL emphasizes the communication 
that is carried out according to clearly defined principles, i.e. that all employ-
ees must be informed by the management about the policies and goals of 
the company and the achieved results. Every communication is prescribed by 
work procedures and is related to product quality, environment, energy man-
agement, health and safety of people. Every implementation of the activity 
must have a documented trace. Assessing the quality of dialogue is a continu-
ous goal of JLG, which is analyzed through research on climate and employee 
satisfaction through the Employees‘ Council. JGL has an Occupational Safety 
and Fire Protection service.

It should certainly be noted that the companies included in this research 
did not fully comply with all the instructions of the selected reporting frame-
works due to several possible reasons. The first reason may be that they were 
not sure how to apply the new GRI standards. The second reason was that they 
simply neglected instructions for reasons known only to the management 
of the company. The company always reserves the right not to answer some 
questions so as not to jeopardize future plans for further development.

5. CONCLUSION

A summary has been made out of the basic data from the financial and 
non-financial report based on the comparative analysis of non-financial re-
ports of companies INA d.d., Zagrebački Holding d.o.o. and Jadran Galenski 
Laboratorij d.d. 

Table 5:  Analysis of basic data of non-financial reporting of selected companies

INA d.d. ZAGREBAČKI HOLD-
ING d.o.o.

JADRAN GALENSKI 
LABORATORIJ d.d.

Year when the com-
pany was founded 1964 2007 1991

Company size Large Large Large
Origin of capital 49% foreign capital 100% domestic capital 1% foreign capital
Ownership Predominantly private 

ownership (over 50% 
of private capital)

Owned by the City of 
Zagreb Private property

Number of employees 4225 8510 516

41 https://www.zgh.hr/UserDocsImages/Marketing/DOP/zagrebacki_holding_izvjesce_o_odrzivosti_2017_HR_
spread2.pdf  (last visited 3 September 2019)

https://www.zgh.hr/UserDocsImages/Marketing/DOP/zagrebacki_holding_izvjesce_o_odrzivosti_2017_HR_spread2.pdf
https://www.zgh.hr/UserDocsImages/Marketing/DOP/zagrebacki_holding_izvjesce_o_odrzivosti_2017_HR_spread2.pdf
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Average net salary (kn) 9.835,00 7.210,00 9.246,00
Total revenues (kn) 18.336.888.100,00 3.468.703.500,00 633.985.300,00
Net profit (kn) 1.424.695.400,00 55.613.300,00 70.804.500,00
Year of publication of 
the first non-financial 
report

1996 2016 2000

Integrated report Yes No No
Non-financial report-
ing standard GRI, SDG GRI GRI, SDG

Option Core Core Core
Matrix of materiality

Yes Yes

No, but there is a 
detailed descrip-

tion of the material 
topics

Audit of a non-finan-
cial report

Croatian Business 
Council for Sustain-
able Development, 

Mislav Ante Omazić, 
Faculty of Economic, 
University of Zagreb

Auditor
Croatian Business 

Council for Sustain-
able Development

Table of contents p. 158 p. 138-142. p. 29-31.
Publication on the of-
ficial website Yes Yes Yes

Award(s) Sjaj, Green Frog Award - Zlatni ključ, Zlatna 
kuna

Source: Prepared by the author based on a research of the non-financial reports

After the data analysis, most companies have many years of experience 
in non-financial reporting and are continuously working on sustainable de-
velopment. All these companies have published their non-financial reports 
on their official website. New GRI Standards were used in the reporting with 
the core option. All companies are familiar with the Sustainable Development 
Goals and INA d.d. and JGL d.d. stated in their reports which objectives they 
particularly support. Based on the selected companies and their non-finan-
cial statements, we can conclude that the separated non-financial statements 
from the financial statements are much more specific and transparent for the 
stakeholders for whom they are intended. They have a clear sequence with 
the necessary information and methods used. Privately owned companies are 
investing more effort in prevention of the safety and protection of employees‘ 
health, as well as in programs that will attract future employees.
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NEFINANCIJSKO IZVJEŠĆIVANJE KA DIO 
RAČUNOVODSTVA ODRŽIVOSTI S PRIMJERIMA DOBRE 
PRAKSE

SAŽETAK RADA

Poslovanje danas za savjesnog poduzetnika nije samo orijentirano na dobit već 
i na socijalne, ekološke i ekonomske aspekte, uključujući i održivi razvoj. Stoga je ne-
financijsko izvješćivanje za udioničare novi izvor informacija pri donošenju ključnih 
odluka vezanih za daljnji razvoj tvrtke. Ono sadrži informacije o relevantnim mjerama 
poduzetim u cilju daljnjeg razvoja poslovanja i postizanju boljih rezultata. One utječu 
na poslovanje u ekološkom i socijalnom smislu, predstavljaju potrebne alate da bi se 
razumio razvoj, poslovni rezultati i položaj tvrtke i njezine aktivnosti. U Europskoj Uniji 
nefinancijsko izvješćivanje postalo je obvezatno 1. siječnja 2017. za velike tvrtke od 
javnog interesa koje imaju više od 500 zaposlenika. Pravni okviri i tržište inzistiraju na 
razvoju računovodstva održivosti, koje se sve više primjenjuje u modernoj poslovnoj 
praksi.

Ključne riječi:  nefinancijsko izvješćivanje, računovodstvo održivosti, nefinan-
cijsko izvješćivanje, zakonodavstvo, održivi razvoj, društveno 
odgovorno poslovanje
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