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Abstract: Pre-accession process for Croatia is in its final stage. The pre-accession funds that 

were available to access of users of different groups in Croatia will now be replaced with 

structural funds. In times of financial crisis all financial support that can be used from this 

source represents possibility for national economy that is obligatory to explore and exploit. 
Our basic hypothesis is that only with a collaboration of all institutions it’s possible to build 

capacity for higher efficiency and better opportunities for all subjects involved.   

In this survey we will analyze the previous success in withdrawal of financial means from 

available funds, detect contemporary stage of withdrawal capacity and give some suggestions 

for necessary improvements that will increase efficiency of the process.  
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Introduction 

Financial crisis’s impact on rational governing of limited financial sources is not to be underestimated. 

Importance of exploiting all available sources of financing for all segments of society has become 

imperative. One of the sources available for financing different projects and activities for different 

groups of beneficiaries is available EU funds. Croatia has passed through different stages of accession 

process and has been a beneficiary of different financial support programs and funds. But in order to 

benefit from these financial sources it’s necessary to build capacity for withdrawal. Recent results in 

using pre-accession funds   will provide us with possibility to predict future trends in efficiency of 

approaching structural funds that will become available to Croatia once we obtain full membership.       

 

Method and Methodology. This survey is focused on the research on efficiency of Croatia in 

withdrawal of financial means from pre-accession funds. Efficiency will be analyzed and presented 

through two indicators: payment ratio and contracted ratio. Comparison with results of other CEE 

countries, that already use structural funds, will be provided. We will establish lack of correlation 

between some macro indicators and level of absorbance of financial means from structural funds. 

Correlation with a success in withdrawing financial means from pre-accession funds will be also tested 

with Pearson correlation coefficient and t-test. On the bases of presented results conclusions and 

recommendations will be provided. 

 

1. Accession Process and New Financial Possibilities for Croatia 

The Croatia is a country passing through accession process and has the status of country candidate for 

joining big European Union (EU) family. Managing the EU Pre-accession Assistance is one of the 

obligations that the future member of EU has. Why? Pre-accession Strategy is the answer to this 

question. There is a very important strategic frame given in 1994 at the meeting of the European 

Council in Essen. [1]  

 

The strategy itself become necessary in the 5th cycle of expansion of the EU (in year 2004 when 10 

new countries become members of EU) not only because of big number of potential members but also 

because of great number of existing members.  
 

Today’s 27 member countries have necessity of approximation of legislation in order to maintain 

maximum of the efficiency of the union. Aim of the pre-accession strategy is to give support to 
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country candidate in the process of pre-accession, meaning, help in approximation of the national 

legislation with EU legislation. Instruments of pre-accession strategy are: 

a)  Accession agreements (European agreements), 

b) Pre-accession partnership explains short term and middle term priorities based on European 

agreements and national programs of legal frame alignment.  Priorities are to be reviewed once a year. 

National programs are coordinated with criteria imposed by European Council (EC) in Madrid [2] and 

Copenhagen [3] elaborates goals and tasks for whole national public administration for that year, 

c) Pre-accession Assistance witch includes financial help through different programs: Phare, ISPA and 

SAPARD, and participation in various EU programs in fields of education, life long learning, research, 

ecology, small and medium entrepreneurship (SME), public health institutions and different programs 

for young people.   

 

All this instruments of the pre-accession strategy are followed by financial instruments available to a 

certain country depending on countries position when it comes to joining the EU. Financial 

instruments can be divided in four elementary groups:  

 

a) Pre-accession Assistance Instruments: Phare, ISPA, SAPARD & IPA: the instruments that can be 

used by the countries in status of country candidate for joining the EU. 

b) Community Programs: have started to be available to Croatia in year 2000 and the main program 

used by Croatia was CARDS.  

c) Financial instruments for help to third countries: the financial means from this source were used in 

Croatia in period of war.  

d) Structural funds [4] are the funds that are going to be open to Croatia when Croatia enters the EU. 

In order to understand better the position that Croatia has when it comes to use of the EU funds the 

easiest way is to show accessibility of financial instruments through time (Figure 1). 

 

  
 

Figure no. 1 EU funds accessible to Croatia in last decade [5, 32] 
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As we can see in the figure 1, Croatia is today in position to use financial means from community 

programs and from pre-accession instruments. Future opportunities are to be expected from structural 

funds.  

 

 

2. Utilization of IPA in Croatia: the Pre-accession Experience for Post-accession Success 

The Instrument for Pre-accession Assistance (IPA) is the means by which the EU helps reforms in the 

'enlargement countries' [6] with financial and technical support. The IPA funds are made to build up 

the capacities of the countries through the accession process, resulting in progressive, positive 

developments in the region. Croatia is beneficiary of IPA assistance in Financial Perspective 2007-

2013 and, as EU candidate country eligible for all five components of IPA:  

1. Assistance for transition and institution building; 

2. Cross-border cooperation (with EU Member States and other countries eligible for IPA); 

3. Regional development (transport, environment, regional and economic development); 

4. Human resources (strengthening human capital and combating exclusion); 

5. Rural development. 

 

Status of implementation of the IPA program presented in The Report of Croatian government on 30 

June 2012 is shown below. 

 

IPA Component I [7] covers all activities of institution building and investments related to adopting 

and implementing the Community's acquis communitarian, in the pre-accession context it comprises 

all cooperation measures not exclusively covered with other components. Potential beneficiaries IPA I 

are public administration bodies, public property bodies, non-governmental organizations, business 

associations, and other non-profitable organizations. A large number of Croatian civil society 

organizations have built a strong capacity to absorb EU funds as confirmed by data shown in Table 

no.1.   
Table no. 1 Financial review of the IPA program in Croatia, Component I. (EUR) 

 IPA I. 2007. IPA I. 2008. IPA I. 2009. IPA I. 2010. 

Available budget 44.554.000,00 41.374.000,00 42.101.430,00 38.623.458,00 

Contracted grants* 41.444.797,38 39.464.588,15 23.332.166,79 11.376.272,50 

Contracted ratio 93,02% 95,38% 55,42% 29,45% 

Paid grants* 35.996.292,21 20.706.171,82 10.595.338,83 9.932.623,93 

Payment ratio 86,85% 52,47% 45,41% 87,31% 

Source: [8, 4]           
*EU co-financing + national membership in EU programs 

 

From presented figures we calculated average of contracted and payment ratio in this component and 

it is quite high, 68%. Contracted and payment ratio for other four components will be presented in 

Table 2.    

        
Table no. 2 Financial review of the IPA program in Croatia, Components II, III, IV, V (EUR) 

 IPA II 2007-

2008 

IPA II 2009 IPA III 2007-

2011 

IPA IV 2007-

2011 

IPA V 2007-

2011 

Available 

budget 

5.359.100,00 2.760.202,00 257.350.000,00 69.977.000,00 129.400.000,00 

Contracted 

grants 

5.287.198,30 807.220,93 129.268.085,80 35.698.679,48 41.544.716,65 

Contracted 

ratio 

98,66% 29,24% 50,23% 51,01% 32,11% 

Paid grants 3.674.744,40 464.806,92 44.565.792,97 27.119.648,21 4.416.817,55 

Payment ratio 69,50% 57,58% 34,48% 75,97% 10,63% 

Source: [8, 4]           

 

IPA Component II [7] supports activities related to cross-border cooperation with member states and 

with beneficiary countries of IPA program.  Potential beneficiaries of IPA II are border regions – 
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counties along Croatian land or maritime borders. Eighteen out of twenty one Croatian counties have 

direct borders with the regions of neighboring countries, which represent regions eligible for 

cooperation on the basis of which joint cross-border programs are drafted. Average contracted and 

payment ratio for IPA II is 64%. 

 

IPA Component III – Regional Development [7] supports infrastructural projects in the sectors of 

environmental protection, transport and regional competitiveness. Potential beneficiaries are public 

administration bodies, public and health institutions, and business associations. The four-year period 

Croatia was able to contract 50.23% of available budget but the payment ratio of 34.48% is quite low. 

This figure reflects a lack of administrative capacity of public sector. 

 

IPA Component IV – Human Resources Development [7] supports projects in the sectors of 

employment, education and social inclusion. Potential beneficiaries are public administration bodies, 

public institutions, social partners and non-governmental organizations. Although the payment ratio of 

75% rather high, contracted grants were only 51.01% of the available budget for 2007-2011 period. 

 

IPA Component V – Rural Development [7] supports economic activity in the area of agriculture and 

food production, including development and improvement of rural infrastructure. Potential 

beneficiaries are local self-government units, farms and other physical or legal persons.  IPA V, in 

Croatia named IPARD, started to implement in 2010, which is quite late compared to the 

programming period 2007-13. IPARD had lowest contracted ratio of 32.11% with payment ratio only 

10.63%. It is necessary to simplify and speed up procedures and processing applications as the reason 

for poor absorption of IPARD means stand in large number of dismissals due to poorly prepared 

project documentation.  Another problem is specific criteria that investors must meet, most often 

associated with the lack of production capacity and due to existing debts, inability to participate in co-

financing. 

 

Successes and experiences from the pre-accession programming period create a good foundation and 

source of knowledge for Croatia. This lesson should be applied in the process of building up strategies 

in order to demonstrate to the European Union that Croatia will use the funds in a more productive and 

effective way in upcoming European Union financial perspective. 

 

Information on the total overall efficiency of the EU pre-accession programs (PHARE, ISPA and 

SAPARD) for the countries of Central and Eastern Europe for the period 1990-2003 is indicated in the 

Table no. 3 in order to show the correlations between success of absorption of EU funds in the pre-

accession period with successful absorption of structural and cohesion funds after accession. 
 

Table no. 3 Total funding programs PHARE, ISPA and SAPARD in the period 1990-2003 

in CEE countries (mEUR) 

 PHARE  

1990-2002 

ISPA     

2000-2003 

SAPARD  

2000-2003 

TOTAL PAYMENT 

RATIO 

Bulgaria 827,6 61,3 29,0 917,9 51,3% 

Czech Republic 490,5 90,0 26,3 606,8 53,4% 

Estonia 195,0 32,3 15,9 243,2 56,2% 

Hungary 968,7 114,4 9,5 1.092,6 63,6% 

Latvia 249,0 50,7 12,4 312,1 53,9% 

Lithuania 330,4 71,2 25,2 426,8 44,6% 

Poland 2.099,5 376,2 42,5 2.518,2 49,4% 

Romania 1.084,6 136,4 37,5 1.258,5 40,5% 

Slovakia 343,6 58,7 5,7 408,0 51,0% 

Slovenia 195,7 22,0 5,3 223,0 60,1% 

Source: [9, 299] 

 

Looking at the total amount of funds allocated through these three pre-accession funds and the degree 

of utilization, we see that the average payment ratio is around 50% with the lowest in Romania, 
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Lithuania and Poland, which is below 50% and the highest in Hungary and Slovenia, where it is 63.6% 

and 60.1%. However, these ten countries don’t differ significantly from the average.  

 

3. Analysis of Implementation of EU Funds in Central and Eastern Europe 

Croatia is set to become the EU’s 28th member state on July 1, 2013 - entering the EU opens up 

access to the structural and cohesion funds as an opportunity to improve the national economy. It is 

important to ask question of preparedness of the Croatian government, administration, and the private 

sector for the absorption of these financial means.  The example of the EU countries in Central and 

Eastern Europe (CEE) shows that the lack of capacity resulted in the low rate of absorption of EU 

Structural and Cohesion Funds (SCF).           

 

At a time when Croatia is experiencing constant negative GDP growth, the unemployment rate in 2012 

was 15.8% and continues to grow, its credit rating downgraded to 'junk', EU funding will also play an 

important role as a reliable external financial factor. The European Economic Forecast spring 2013 

also expects negative GDP growth in 2013 (0.4%) in Croatia, and the unemployment rate is forecast to 

reach 19.1% by the end of the year. [10] A positive thing is that  Croatia had made huge progress in 

the use of European Union funds in 2012,  contracts signed were worth EUR 398 million, or 59.55% 

of the allocated funds, and EUR 220 million was paid out, or 32.9% of the allocated funds. But this 

year and years to come will be full of challenges in that regard. 

 

The progress report 2007-2011 on EU funds in Central and Eastern Europe provided us with an 

overview of the progress of the National Strategic Reference Frameworks in CEE region – countries 

joined EU in 2004 and in 2007. Out of the total allocation, by the end of 2011, the beneficiaries in the 

10 CEE countries have contracted EUR 139,9 billion, which is the two-thirds of the total available 

budget (2007-2013). Regarding the payments, by the end of 2011, EUR 60,8 billion have been paid in 

total for the beneficiaries in the CEE region. [11, 9] 
 

Table no. 4 Progress of EU funds implementation (31 December 2011) 

Operational 

Programs 

Available budget* 

2007-13 

Contracted 

grants* 

Paid  

grants* 

 mEUR mEUR mEUR 

Bulgaria 8 019 6 333 1 516 

Czech Republic 30 771 22 202 11 862 

Estonia 4 108 3 859 1 805 

Hungary 29 319 18 837 8 337 

Latvia 4 941 4 277 2 151 

Lithuania 7 431 5 799 3 232 

Poland 82 872 52 440 23 097 

Romania 23 251 14 610 3 152 

Slovakia 13 600 8 661 3 842 

Slovenia 4 825 2 858 1 849 

TOTAL 209 138 139 876 60 844 

Source: [11, 9] 

*EU co-financing + national public contribution after any reallocations 

 

After five years of implementation, 10 CEE countries have contracted 67% of available budget. This 

ratio is rather low, considering the fact that the budget should be committed by the end of 2013. 

Regarding payments, by the end of 2011 more than 43% of the contracted grants EUR 60,8 billion 

were distributed to the beneficiaries [11, 9] 
 

Table no.5 Contracted ratio (31 December 2011) 

Country Contracted ratio 

1. Estonia 94% 

2. Latvia 87% 

3. Bulgaria 79% 

4. Lithuania 78% 
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Country Contracted ratio 

5. Czech Republic 72% 

6. Hungary 64% 

7. Slovakia 64% 

8. Poland 63% 

9. Romania 63% 

10. Slovenia 59% 

CEE average 67% 

Source: [11, 10] 

 

Regarding the order, it is noticeable that Bulgaria occupies high third position, with three Baltic 

countries. But there is a quite disproportion as regards the payments – Estonia, Latvia and Lithuania 

still take the lead with payment ratio above 40%, while Bulgarian and Romanian ratios both show 

values under 20%. Consequently it is recorded a quite low overall CEE level payment ratio of 28%. 
 

Table no. 6 Payment ratio (31 December 2011) 

Country Payment ratio 

1. Estonia 44% 

2. Latvia 44% 

3. Lithuania 43% 

4. Czech Republic 39% 

5. Slovenia 38% 

6. Hungary 28% 

7. Slovakia 28% 

8. Poland 28% 

9. Bulgaria 19% 

10. Romania 14% 

CEE average 28% 

Source: [11, 10] 

 

Unfortunately, Romania holds the record of the lowest absorption rate of 9.7% of SCF available 

budget (EUR 20,3 billion) among EU member states  to September 2012. [12,. The last positions of 

Bulgaria and Romania compared to other states is understandable to some extent, it takes time in 

process of learning by beneficiaries and implementing agencies, considering the fact that these two 

countries experiencing financial perspectives of this kind for the first time. 

 

For purpose of establishing more precise prediction for Croatian success in absorbing ratio of financial 

means from EU structural funds we tried to find out if there is correlation between relevant macro 

indexes and payment ratio from structural funds (PRSF) for countries presented in previous tables. We 

observed correlation with payment ratio from pre-accession funds (PRPF), human development index 

(HDI), global competitiveness index (GCI) and gross domestic product per capita (GDP). Results are 

presented in Table 7.   
 

Table no. 7 Correlation between PRSF and some macro indicators 

 PRPF HDI GCI GDP 

Pearson 0,122932 0,491016 -0,45129 0,438418 

t-value 0,391717 1,782387 -0,159922 1,542552 

 

Between PRSF and PRPF correlation is insignificant. But between PRSF and other indicators 

correlation is moderated and is between 0.4 and 0.5. Between PRSF and GCI exist negative moderated 

correlation. 

 

Critical values of t-test for this sample n=10 is on usual level of significance a=0.05 in amount of 

2,262. Since all t-values are positioned inside interval <-2.262, 2.262> we accepted H0 that there is no 

statistically significant correlation between observed indicators and payment ratio from structural 

funds. 
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Below, we compare figures from Table no.6 with the Croatian utilization rate of pre-accession 

assistance as shown in Figure no. 2. 

 
Figure no. 2. Payment ratios for EU Funds in CEE 2007-11 [13] 

 

 *Croatia figure is absorption rate for pre-accession assistance to December, 2012 

 

Although figures show a good preparation for Croatian use of EU funds, assuming a sufficient amount 

of experience through the pre-accession process, the truth is that we share some common problems 

with Romania in its post-accession. First of all, we are talking about a lack of administrative capacity, 

lack of interest among potential beneficiaries of these funds as well as their lack of information about 

the opportunities offered by funds.  

 

Conclusions 

Results presented in this survey give us a reason for optimism. Although there is a great difference in 

process of acceding financial means from pre-accession funds and structural funds, good results of 

Croatia in form of high absorption rate of financial means from pre-accession funds give us a reason to 

believe that we will continue to obtain good results when we become beneficiaries of structural funds. 

On the other hand results of selected CEE countries in form of low payment ratio must represent alert 

for Croatia. Those countries had much greater success in form of elevated payment ratio for pre-

accession funds that were available to them in their period of pre-accession, in comparison with 

success in withdrawing of financial means from structural funds. It is obvious that access to financial 

means from structural funds is more complex then from pre-accession funds. 

 

Prerequisites for successful withdrawal are building and strengthening administrative and technical 

capacity of future beneficiaries, but undoubtedly the most important one is increase of financial 

capacity necessary for co-financing projects financed from structural funds.  

 

European commission is building its strategies with a scope of creating homogenous level of 

development for all EU member states. Priorities and objectives are defined and financed from 

structural funds in order to achieve common development and each beneficiary must create priorities 

in accordance with this common goals. Very important is determination of objectives and development 

priorities at the national level for the next 10 to 15 years, and then implementation of these priorities at 

lower levels.  It takes a lot of expertise and knowledge to find a model of restructuring the state and 

incorporate it into the plans for the upcoming programming period of 2014-20. Setting clear goals of 

national development and important long term objectives at sector development strategies are the key 

assumption to success in absorbing EU funding. 
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