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Abstract 

Croatia is a very young country with demographically rather old population. Financially it could be considered as 

perquisite for disaster. Some statistical information confirms our thesis. But are there any other parameters that made 

our financial future so uncertain and are there better ways to make our financial future brighter as it looks from 

contemporary prospective?   Lack of social responsibility in wider surrounding can be emphasized as a reason number 

one for all financial problems Croats have today and will be having tomorrow.  Pension scheme inherited from former 

country was based on intergenerational solidarity and governmental social responsibility. Today we don’t live in 

socially sensible society and generally we can witness lack of any kind of solidarity. We will investigate and propose 

better solutions for our future pensioners. The problem of demographic aging is not exclusively Croatian problem but 

can be recognized in all European countries which is a reason why this proposed subject has such high relevance.           
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Introduction 

  

The problems of personal finances can not be analyzed without analysis of wider environment and 

parameters that influence level of income in different life stages.  One of the most delicate stages in person’s 

life, when it comes to personal finances, is a life stage of individuals that have gone to pension. From 

statistics we can red that decrees of previous income can be very substantial and sometimes goes beyond 

50% of previous salary. Reasons are various but we can underline two most important reasons that lead to 

this situation and is even getting worst. One group of reasons is negative demographic trends in Croatia and 

other group of reasons is increased unemployment in whole population, but particularly in older ages.  

 

 

Demographical problems in Croatia 

 

Croatia as a majority of European countries is getting older every year. Aging becomes a problem because 

pension funds are financed by working population and exploited by pensioned ones. If we have a situation of 

continues aging we can predict that our problem of collecting a money for the pension funds will be even 

greater in the future. The dynamic of aging of the population in Croatia has been shown in figure 1. 
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Figure 1. Demographic aging in Croatia 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: The Croatian Bureau of Statistics (CBS), CBS Databases, Census 2001, Statistical Yearbook 2001 

 

As we can clearly see from the numbers presented in figure 1. Croatia has been aging since 1961 rapidly. 

Indications from figure 1. are alarming. According to the defined classification
1
, which is based on the ratio 

of young / old population, Croatia in 1961. was alredy in alarming  situation by belonging  to the countries 

on the verge of aging. In the year 2001. when the last census was made above the ratio ranks Croatia in the 

country's of old age. 

 

Aging nation suffers a range of social and economic consequences. There are two basic levels at which one 

should consider the consequences: 

1. aging of the population determines the formation of a rather restrictive framework of the working 

population,  

2. increasing the volume of old people, mostly economically inactive population with increased personal and 

public spending, especially the funds for health, welfare and retirement care of the elderly. 
 

The pension system that existed in Croatia in the years of the foundation of the state is taken from the former 

state and was based solely on the postulates of intergenerational solidarity. Unfavorable demographic trends 

that are evident from figure 1. forced a responsibility to examine the survival of the existing system. It is also 

an undisputed fact that people today live longer and they get to use pension rights retained longer than their 

predecessors of former generations. 

 

What at first glance gives the impression of the unsustainability of the change ratio of the number of 

employees in relation to the number of pensioners is shown in table 1. 

 

Table 1. Development of Insured working persons in GSS [Klemenčić M.: Postupak vrednovanja 

dobnog sastava stanovništva, Radovi 25, Zagreb 1990] 
and Pensioners in Croatia 

 

Year 

Insured 

working 

persons in 

GSS 

Pension INP/P 

1999 1.406.091 1.017.801 1,38 

2000 1.380.510 1.018.504 1,36 

2001 1.402.102 1.032.120 1,36 
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2002 1.421.981 1.042.192 1,36 

2003 1.443.995 1.054.549 1,37 

2004 1.460.105 1.065.655 1,37 

2005 1.498.877 1.080.571 1,39 

2006 1.538.170 1.100.086 1,40 

2007 1.579.463 1.121.540 1,41 

2008 1.604.848 1.148.290 1,40 

2009 1.530.233 1.173.814 1,30 

2010 1.475.363 1.200.386 1,23 
Note: 

1)
 Generation solidarity system  

Source: Croatian Pension Insurance Institute, Statistical information, different issue 

 

Numbers presented in table 1. show as very negative ratio of two different segments. But it is even more 

dramatic how the numbers of employed and pensioned trend in last decade. These trends are visible in figure 

2. 
 

Figure 2. Insured working persons versus Pensioners in Croatia 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Source: Croatian Pension Insurance Institute, Statistical information, different issue 
 

Today in use as a parameter of evaluation of pressure on working segment is usually used old-age-

dependency ratio. 

 

In economics and geography the dependency ratio is an age-population ratio of those typically not in the 

labor force (the dependent part) and those typically in the labor force (the productive part). It is used to 

measure the pressure on productive population. 

 

Croatia is no different from other EU countries when it comes to the problem of population aging and growth 

of old-age-dependency ratio which is visible in figure 3. 
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Figure 3. Old-age-dependency ratio in Croatia in comparison to European Union 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Notes: This indicator shows the ratio between the total number of elderly persons of an age when they are generally 

economically inactive (aged 65 and over) and the number of persons of working age (from 15 to 64). 

Source: European Commission, Eurostat, Statistics Database, different issue  

 

From the table 1. and figure 3. it is evident that the ratio of retirees relative to the number of employees 

decreased drastically over the past 15 years and that the dependency rate is growing very fast. Given the 

current demographic and employment trends it is unrealistic to expect this trend to change. This is precisely 

one of the fundamental reasons that have led to attempts to implement systematic, institutional changes in the 

pension system in Croatia. Last  pension reform vas performed in  2002. The reform brought many changes 

that were supposed to satisfy the current needs of the system. We present a reform at  figure 4.  

 

Figure 4. Croatia’s pension scheme  

 

 

 

 

 

 

 

 

 

 
 

 

 

 

 

 

 

 

 

 

 

Notes:
 1) 

Croatian Pension Insurance Institute, 
2) 

Compulsory pension fund, 
3) 

Voluntary pension fund 

Source: Proposed by authors  
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The first pillar is actually a continuation of previous system based on intergenerational solidarity, and 

implemented by the Croatian Pension Insurance Institute (CPII). At the start of pension reform, every 

individual who was younger than 40 years was obliged to elect one of the mandatory pension funds. Those 

who have not chosen the fund, Central Registry of Insured (REGOS) deployed in one of the listed funds. All 

individuals who, at the time of the reform, were older than 40 and younger than 50 years voluntarily decide 

whether they wish to remain in the former state system of intergenerational solidarity, or want to choose one 

of the funds in the new pension system. Taxpayers older than 50 years remained in the first pension pillar. 

Since the payment of all employees in the amount of 20% of gross wages, which before reform went into a  

pension fund, now are distributed in the first pillar 15%, and the remaining 5% goes to the second pillar or 

the compulsory pension insurance for old age.  

 

The second pillar is for majority of today's employees obligatory and it works in a somewhat different way 

from the first pillar. Employers pay pension contributions for their employees, and for those who entered into 

the new system by 01 January 2002., 5% contribution is paid to the transit account of the Central Registry of 

Insured (REGOS). Then REGOS paid contributions convert into an accounting unit that deploys the personal 

accounts of employees, and the money forwards to mandatory pension funds, which each employee has 

chosen through REGOS. Money is than manipulated by companies that manage pension funds and received 

payments of its members invest in the equity markets. In accordance with the investment management 

success, money brings the yield and thus increases the value of units in the personal accounts of members of 

the pension fund. Users control the state on their personal accounts in units (through the regular annual 

report or on the page REGOS with personal electronic identification),and in press or internet  chec the 

current value of its fund units.  

 

The third pillar pension system is based on individual capitalized savings and implemented by voluntary 

pension funds. An important feature that distinguishes the third pillar of the first and the second is the 

willingness of savings in the third pillar. Amount of the payment is also left to the user’s decision. Insurants 

open account in a custodian bank and a pension payment is done through a pension insurance company. 

 

The main differences between mandatory and voluntary pension funds are contained in the following 

observations: 

   -      Access to the Voluntary Fund is on a voluntary basis,        

- The voluntary funds can be used by everyone, regardless of age and employment status,        

- The amount of monthly payments to the Voluntary Fund depends on each member’s  decision, 

- Savings in the voluntary pension fund is encouraged by state: every individual who saves in the third 

pillar receives additional 25% of the saved amount, but with a maximum of 1,250 kuna. 

 

Although reform preformed in 2002. brought many changes, efficiency is questionable. Current financial 

crisis put all problems into new prospective.  The future pension that is depending on intergenerational 

solidarity and values of equity market has elements of high uncertainty.  
 

Unemployment  
 

A particular problem is the problem of unemployment. It contributes to the unpredictability of future 

situations in which an individual can found itself. Table 2 shows a distribution of unemployed persons by 

age groups in Croatia in last decade. 

 

Table 2. Distribution of unemployed persons by age groups in Croatia 

 

Y
ea

r TOTAL 15 - 19 20 - 24 25 - 29 30 - 34 35 - 39 40 - 44 45 - 49 50 - 54 55 - 59 

60 

and 

more 

Total Total Total Total Total Total Total Total Total Total Total 

1998. 302.731 35.433 58.706 45.868 40.242 35.953 32.370 26.602 16.496 8.895 2.166 

1999. 341.730 36.883 67.165 51.171 44.005 39.906 36.788 31.978 21.088 9.953 2.793 

2000. 378.544 35.594 73.355 55.183 46.222 44.420 41.714 38.905 27.987 11.483 3.681 



2001. 395.141 34.092 74.284 55.989 47.023 45.919 43.031 43.561 32.406 14.207 4.629 

2002. 366.162 25.617 61.802 49.661 42.878 43.562 41.405 43.917 35.322 16.910 5.088 

2003. 318.684 19.947 48.883 40.679 35.462 37.017 36.600 40.438 36.207 18.458 4.993 

2004. 317.577 19.662 48.346 40.935 34.156 35.500 35.018 39.568 38.574 20.844 4.974 

2005. 307.851 17.853 44.627 38.982 32.359 32.381 33.658 37.872 40.926 23.956 5.237 

2006. 293.153 17.617 41.334 37.417 29.653 28.987 30.956 34.421 41.282 25.397 6.089 

2007. 254.484 13.482 32.129 30.895 25.778 24.744 26.570 29.506 38.795 25.794 6.791 

2008. 240.455 12.119 29.976 29.132 24.293 23.068 24.471 26.693 36.526 26.389 7.788 

2009. 291.545 15.664 38.633 39.122 31.500 28.012 29.699 30.782 39.355 29.998 8.780 

Source: Croatia Institute of employment, Statistical database, different issue 

 

If you compare the number of unemployed persons according to their fitting in a particular phase of the life 

cycle it becomes evident that: 

 

1st phase (0-35) - 124 919, or 42.85% of all unemployed 

 

2nd phase (35-54) - 127 848, or 43.85% of all unemployed 

 

3rd phase (55-59) - 29 998 or 10.29% of all unemployed 

 

4th phase (60 and over) - 8 780 or 3.01% of all unemployed 

 
In two crucial stages for generating income, such as phase 1 and phase 2 dominantly distributed unemployed. 

The consequences are far reaching, for the individual and the family is the impossibility of a dignified life 

and for society is unsustainable pension system. 

  

Unemployment is not a narrow focus of this work, but its growth influences strongly financial future of each 

individual and at the end sustainability of financial plans we make. 

 

Croatia is little bit different that EU when it comes to employment policy of elder workers, although some 

improvements are made, Croatian workers of elder age are still less present than in EU. Accurate numbers 

are to be found in table 3. 

 

Table 3. Employment rate of old workers in Croatia in order to European Union (%) 

 

 2002 2003 2004 2005 2006 2007 2008 2009 

Croatia 24,80 28,40 30,10 32,60 34,30 35,80 36,70 38,40 

EU 15  40,20 41,70 42,60 44,20 45,30 46,50 47,40 47,90 

EU 27  38,50 40,00 40,70 42,30 43,50 44,60 45,60 46,00 
Notes:

 
The employment rate of older workers is calculated by dividing the number of persons in employment and aged 

55 to 64 by the total population of the same age group. 

Source: European Commission, Eurostat, Statistics Database, different issues  
 

We can conclude this chapter with several main thoughts: 

- nation is getting older, 

- reform has been made but its efficiency is questionable, 

- unemployment is growing, 

- elder workers are less employed. 

 

These facts don’t say enough, we need to put this facts in larger prospective and see what was happening in 

last decade with the level of income and inflation rate.  

 

 

 

 

 



 

 

 

 
CHANGES IN LEVEL OF INCOME AND INFLATION 

 
Changes in level of income and inflation in Croatia were very dynamic in last decade. From the data shown 

in Table 4 we can see that total available income represent most significant share of total available assets. 

Share of available income ranges from 86% to 91% of total available assets. 

Within first three years of the analysed period decrease the share of available income in total available assets. 

Because taking savings deposits hold the almost equal share in total available assets, available assets of 

households increased growth of taken credits which share raised from 6,42 to 10,60% of the total available 

assets.  

In the period from 2004 to 2009 the share of the available income raised to the level of 91% in total available 

assets. In the same time decreased the share of taking savings deposits and the level of borrowing remain the 

same in the percentage about 8 percent. 

 

Table 4 Structure of total available assets, annual average per household (%)  

 

 Year 2001 2002 2003 2004 2005 2006 2007 2008 2009 

Available income 90,95 90,12 86,28 87,28 88,88 87,05 89,52 88,99 91,02 

Income from 

employment
1)

 59,47 61,86 58,93 60,62 60,01 58,58 60,54 60,49 69,47 

Income from 

property
2)

 1,24 0,93 0,20 0,37 0,90 0,75 0,91 0,92 0,88 

Pensions 20,61 17,93 15,70 14,99 15,90 16,87 16,10 16,25 17,60 

Transfer and 

other receipts
3)

 9,63 9,40 11,45 11,30 12,07 10,85 11,98 11,35 12,06 

Taken credits 6,42 7,86 10,60 8,61 7,89 9,61 7,41 8,07 7,04 

Taking savings 

deposits 2,63 2,02 2,27 2,24 1,50 1,77 1,55 1,84 1,26 

Other available 

assets
4)

 0,00 0,00 0,85 1,87 1,73 1,57 1,52 1,09 0,68 

Total available assets 100,00 100,00 100,00 100,00 100,00 100,00 100,00 100,00 100,00 
 

Notes: 
1)

 Including income from paid employment and income from self-employment. 
2)

 Property income excludes 

imputed rent. 
3)

 Including remunerations related to unemployment, social transfers and other receipts. 
4)

 Including 

receipts from life insurance, non-life insurance, income from the sale of shares and other securities, and income from 

the sale of real estate or movable property. 

Source: The Croatian Bureau of Statistics (CBS), CBS Databases, Statistical Yearbook, different issue  

 

As indicated by data in Table 4 the most important share in the structure of available income have income 

from employment which share varies in range of 59,5 to 62% (exception is year 2009 when achieve almost 

70% of total available income) and pensions whose share fluctuates in range of 15,7 to 20,6% in 2001. 

Decreases the share in income from employment and pensions in same years (in particular 2003 and the 

period from 2007 to 2009) offset the increase in transfer and other receipts. On the other hand the entire 

period income from property remains at the same level (about 1% of total available income). 

 

Since income from employment and pensions are the most important component of household available 

income, in order to get better insight into the financial potential of households is necessary detailed analyze 

of the changes in level of wages and pensions. Table 5 demonstrates development of net wages and net 

pensions in the last twelve years in Croatia. 

 

Table 5 Development of Net Wages and Net Pensions in Croatia (in current prices, in Kuna) 

 



Year 

Average 

Annual Net 

Wages 

Average 

Annual Net 

Pensions1) 

ANP/ANW 

(%) 

1999 3.055,42 1.309,43 42,86 

2000 3.324,42 1.382,38 41,58 

2001 3.541,00 1.591,96 44,96 

2002 3.718,83 1.647,67 44,31 

2003 3.938,83 1.702,24 43,22 

2004 4.171,75 1.758,12 42,14 

2005 4.375,17 1.829,27 41,81 

2006 4.601,67 1.875,68 40,76 

2007 4.839,67 1.933,83 39,96 

2008 5.176,83 2.059,52 39,78 

2009 5.311,00 2.156,83 40,61 

2010 5.341,83 2.165,30 40,53 
Note: 

1)
 according to Pension Insurance Act 

Source: The Croatian Bureau of Statistics (CBS), CBS Databases, Statistical Yearbook 2001, different issue, 

and Croatian Pension Insurance Institute, Statistical information, different issue 

 

Although it can be seen from the data shown in the Table 5 that there is a permanent growth in net wages and 

net pensions, it is important to note that in this period was achieved faster growth in net wages than in net 

pensions. Column 4 in Table 5 represent indicator of average annual net pension relative to average annual 

net wage in Croatia. Value of this indicator expressed that in observed period average annual net pension 

varies in range of 40 to 45% of average annual net wage.  

Taking into account the impact of inflation, which raised the price level in Croatia for more than 30% in 

observed period (Growth of HICP as a measure of the level of inflation in Croatia shown in Table 6) and at 

the same time reduced the real purchasing power, it is important to observe the movement of average wages 

and average pensions both adjusted to the inflation growth rate in Croatia. 
 

Table 6 Level of inflation measured by Harmonized Index of Consumer Price in Croatia (1999=100) 

 

 Year 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 

HICP 100,0  104,5  108,9  111,7  114,4  116,8  120,3  124,3  127,6  135,0  138,0  139,5  

 

Source: European Commission, Eurostat, Statistics Database, different issues 

 

Trend of adjusted average net pension relative to adjusted average net wage illustrates Figure 6. 

 

Figure 6 Adjusted average wage versus adjusted average pension in Croatia (Indices 1999=100) 
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Source: The Croatian Bureau of Statistics (CBS), CBS Databases, Statistical Yearbook 2001, different issue, 

Croatian Pension Insurance Institute, Statistical information, different issue 

 

As it is visible from Figure 6 average wage and average pension both adjusted to the inflation growth rate 

increased. Excluding the period from 2001 to 2002, the adjusted average wage has a higher growth rate then 

the adjusted average pension which generate the deteriorating financial position of pensioners in relation to 

employees. Such situation encourages employees to work in active age to ensure the financial security that 

will enable them to avoid or at least reduce poverty in mature age. But how can they do it in Croatia? 

 

 
CONCLUSION OR HOW TO ALLAY POVERTY IN MATURE AGES? 

 

General public in Croatia has to face one simple truth: they are on there own when it comes to governing 

there financial future. All the efforts made by the state to secure financial future to pensions are uncertain.  

To diminish this uncertainty each individual should consider diversification of his own portfolio. Saving and 

investing should become a habit to everyone who takes seriously in consideration own financial future.  

 

Currently in Croatia people can choose among various financial products depending on the level of risk they 

are willing to take. Persons who can deal with elevated risk can choose investments on capital market, and 

risk adverse persons have possibility to choose investment in different kinds of saving products. For those 

who are extremely risk adverse best way of saving could be life insurance policy.  

 

Possibilities to insure a financial future in mature age exist. Problem is the lack of awareness people have 

when it comes to planning there finances in long terms. With increased awareness and globally and 

nationally better economic situation we can expect better financial position of our future pensioners. 
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