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AUTHORS’ NOTE 
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Countries. 
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INTRODUCTION 

This document provides the full review panel report on Strengthening Entrepreneurship 

Innovation and Economic Development at the Local Level in Croatia and is the result of an active 

review of entrepreneurship policies design and delivery in Croatia, with a special focus on the two 

counties of Varaždin and Bjelovar. The report is based on information gained during an international 

review panel visit undertaken during 21-25 May 2007, as well as comparisons with international 

experiences and best practices. 

This report identifies key strengths and weaknesses of policy design and delivery in 

entrepreneurship initiatives and provides policy recommendations.  

National government ministries and development agencies responsible for entrepreneurship and 

SME policies are presented with the difficult question of how to develop sufficiently tailored policies 

for diverging local conditions, and which can be delivered at an appropriate level of proximity to 

SMEs and entrepreneurs. Furthermore, where elements of policy design and delivery are decentralised 

to the local level, there needs to be sufficient local powers, resources and capacities to function 

effectively. The review has addressed these questions in the case of Croatia.  

This active review provided the opportunity for policy makers at national and sub-national levels 

in Croatia to work with international experts in refining approaches to entrepreneurship and SME 

policy design and delivery, while identifying the best range and mix of policies and delivery 

arrangements for national and local circumstances.  

Issues explored include: 

 Policies for modernising and diversifying existing SMEs and supporting their international 

competitiveness;  

 Policies and programmes supporting co-operation among small enterprises to improve their 

capability to enter foreign markets; 

 Policies and programmes promoting technology-based entrepreneurship, the dissemination 

of technology among small enterprises and the development of more effective research 

programmes focused on the commercial application of knowledge and technology;  

 Policies for developing entrepreneurship skills and culture, focusing on what sort of training 

needs should be addressed by new and small firms and how SMEs and training providers can 

identify and help match these needs; 

 Policies for developing an entrepreneurial culture in the population more generally; and 

 Institutional arrangements for the design and delivery of entrepreneurship policies, including 

the issue of regional differentiation and achieving the right balance between central, regional 

and local design and delivery. 
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For each of these themes, the report aims to: 

1. identify general entrepreneurship policy issues and international good practices;  

2. assess the current policy approach in Croatia (strengths, weaknesses and examples of good 

practice in the country);  

3. provide policy recommendations to address weaknesses and build on strengths; and 

4. analyse policy design and delivery at the national level, including how to tailor 

entrepreneurship policies to regional needs and identify a good balance between national, 

regional and local policy design and delivery arrangements. 

During the review mission, there was a strong focus on exploring the right range and combination 

of policy instruments to address the market and government failures that arise at national and sub-

national levels, as well as the right balance between national and local policy design and delivery 

arrangements in the entrepreneurship and SME development fields. Two counties were visited:  

1. Varaždin County 

2. Bjelovar County 

Working method 

This review was carried out through peer review by an international panel comprised of OECD, 

USAID Croatia and entrepreneurship and SME development practitioners and experts from OECD 

countries (UK, Spain, Canada, Germany, and USA). The experts are listed in the Authors‘ note. 

Assessments have been based upon the collection and use of local policy documents and reports, 

on qualitative information obtained from local interviews and through comparison with practices and 

evaluations from other countries. Emphasis is placed on examining the main strengths and weaknesses 

of the entire policy framework and identifying options for adjusting strategy and delivery mechanisms. 

The report provides examples of programmes and initiatives in other countries that illustrate a variety 

of approaches that could be taken to implement the recommendations. 

Both the description of strengths and weaknesses, and the list of recommendations are not meant 

to provide an exhaustive picture of the local scenario, leading to concrete and immediate policy 

actions. The aim of this report is to provide policy-makers and practitioners who deal with local 

development issues in Croatia with an external perspective and an overview of different approaches 

from OECD member countries to the design and delivery of policies to strengthen entrepreneurship 

innovation, economic development and job creation. This approach based on international exchanges 

is also an opportunity for building and enhancing capacities. 
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POLICY ENVIRONMENT FOR PROMOTING ENTREPRENEURSHIP IN 

CROATIA 

by Slavica Singer 

Executive Summary 

Policy environment for promoting entrepreneurship in Croatia is fragmented, without links 

between existing parts. There is no clear understanding between the policies and programmes, what 

contributes to an overlap on one side (programmes) and a lack on the other side (policies). More 

importantly, there is no evidence of efforts to refresh existing documents (e.g. Programme for 

enhancing small and medium sized businesses 2004-08, developed by the MELE), despite some 

available inputs, like the Strategy Development Framework for 2006-13 which presents an umbrella 

type policy document, adopted in 2006. The paper starts with background information on the 

entrepreneurship capacity of Croatia, using the latest Global Entrepreneurship Monitor survey. The 

background information is structured around entrepreneurship activities in Croatia, measured by GEM 

indicators (TEA index, motivational index, presence of growing businesses) and entrepreneurial 

demography. Special emphasis was given to regional differences in entrepreneurial activities as well 

as to entrepreneurial culture. Quality of the framework of entrepreneurial conditions in Croatia (from 

financial support, education, transfer of I&D, openness of the market to government policies and 

programmes) was compared with all countries involved in the GEM survey. Government measures 

focused on enhancing the entrepreneurial capacity of Croatia were examined through policy activities, 

programmes and institutional arrangements for delivering policies and programmes. Conclusions were 

derived from the analysis and followed by suggestions for increasing the entrepreneurial capacity of 

Croatia, connecting entrepreneurship capacity with innovation and economic development at local 

level. Entrepreneurial activity in Croatia is increasing, judging by a rise in the number of new 

businesses, but this improvement is not visible in the growing business sector, according to the latest 

Global Entrepreneurship Monitor (GEM) survey
1
. 

Intensification of entrepreneurial activity as observed in 2005 has continued in 2006, with Croatia 

ranked 18
th
 out of 42 countries with a TEA index of 8.58, according to the GEM. 

The Motivation Index (i.e. the TEA Opportunity to TEA Necessity ratio) is an important indicator 

of the entrepreneurial capacity of a country, indirectly indicating the level of optimism and long term 

expectations of entrepreneurs. In 2005 Croatia was the only GEM country with a motivation index 

below 1, indicating more businesses were born due to necessity rather than perceived opportunities by 

entrepreneurs. Croatia‘s 2006 motivation index was 1.16, indicating an improvement, but this is still 

well below the GEM average of 6.06. 

                                                      
1
 Singer et al (2007), What Makes Croatia an Entrepreneurial Country, Results of GEM Croatia Research 2006, 

Zagreb. 
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The ―maturity‖ index, which refers to the status of ―established‖ start-ups (entrepreneurial 

activity for more than 42 months), is still far from the GEM average (Croatia 0.48, GEM countries 

0.81). 

Comparing entrepreneurial activity in Croatia with European levels is useful for developing 

government policies and programmes. In comparison with the average of 16 European Union member 

countries involved in the GEM research, Croatia has the highest level of the TEA index and also the 

highest level of TEA Necessity, with only four countries with less established entrepreneurs. 

The GEM survey describes growing enterprises by using: the level of innovation in new 

technologies, innovation in new product development, exposure to competition and the capacity for 

new employment. When compared to similar countries (according to GDP per capita), Croatia has 

more enterprises that invest in new technologies. This gives hope that investing in technology will 

soon pay off through the creation of new or innovative products, although this is not the case at the 

moment. 71% of new enterprises and 70% of established ones are producing products that are new to 

no-one, while in the group of medium developed countries, the average is 51% of new entrepreneurs 

and 63% of established entrepreneurs. While 2005 saw an increase in expectations for new 

employment in enterprises with 20 or more employees (15% in new entrepreneurs and 18% in 

established entrepreneurs), expectations remained unchanged in 2006. 

In the 2002-06 period, regional differences in entrepreneurial activity have significantly 

decreased, due to the strengthening of entrepreneurial activity in Slavonia and Baranja, Lika and 

Banovina, and Northern Croatia. However, the difference in the motivation index still indicates that 

there are significant differences in entrepreneurial capacity, because Slavonia and Baranja and Lika 

and Banovina are the only two regions with a motivation index lower than 1. 

In 2006, all components of the entrepreneurial environment received higher grades than in 2005, 

but only two received grades above 3: 

 Access to physical infrastructure (3.75 in 2006, 3.35 in 2005). 

 Openness of the internal market - speed of changes (3.47 in 2006, 3.05 in 2005). 

The weakest points of Croatia‘s entrepreneurial environment, placing the country at the back of 

the pack, are: 

 Openness of the market – administrative barriers, 35
th
 place out of 37 countries. 

 Commercial and professional infrastructure, 31
st
 place out of 37. 

 Cultural and social norms, 30
th
 place out of 37. 

 Transfer of research and development, 24
th
 place out of 37. 

Based on these findings, it is evident that policy interventions should be focused on eliminating 

administrative barriers, developing high quality business development services (training, counselling), 

developing venture capital markets, building entrepreneurial culture through education and media and 

strengthening absorption capacity for transfer of R&D to SMEs. 

In developing and implementing policies and programmes in these areas it is crucial to build 

awareness among all stakeholders, including: 
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 Government ministries (especially the Ministry of Economy, Labour and Entrepreneurship 

and the Ministry of Science, Education and Sport);  

 Other agencies, e.g. HAMAG, vocational education, export;  

 Different associations, e.g. Croatian Chamber of Economy, Croatian Chamber of Craft, 

Croatian Association of Employers; CEPOR - SMEs Policy Centre. 

To make this effort workable, the Open Coordination Method should be introduced at all 

government levels (from central to local). 

Background information on the entrepreneurship capacity of Croatia
2
 

Entrepreneurship activities in Croatia, measured by GEM indicators  

For the purpose of this report, the following indicators have been used: 

 Total Entrepreneurial Activity of those who have been active for less than 42 months (TEA 

index). 

 Correlation between entrepreneurial activity (TEA index) and GDP per capita. 

 Motivation for entrepreneurial activity (TEA Opportunity and TEA Necessity). 

 Structure of the participants in entrepreneurial activity (either nascent, new business owner, 

or established entrepreneur). 

 Transition rate of ―maturity‖ of business ventures. 

 Growing businesses. 

Entrepreneurial activity, based on starting (―swarming‖) new business ventures (expressed 

through the TEA index), is an important assumption of the vitality of the economic structure. New 

business ventures bring new ideas, new technologies and new products, enter new markets and thus 

contribute to the increase of business efficiency and competitiveness. 

Systematic correlation between the level of entrepreneurial activity (TEA index) and GDP per 

capita confirmed by the GEM research obliges policymakers to include an entrepreneurial conditions 

framework when developing macroeconomic policies to achieve economic development goals. The 

GEM survey is based on the conceptual framework in which two principal mechanisms (general 

macroeconomic framework and entrepreneurial framework conditions) are interwoven. Specifically, 

entrepreneurial framework conditions are identified through the availability and access to financial 

support, government policies, government programmes, education, transfer of R&D, business and 

professional infrastructure, openness of the internal market and competitiveness, access to physical 

infrastructure and cultural and social norms. 

                                                      
2
 Based on Singer et al (2007), What Makes Croatia an Entrepreneurial Country, Results of GEM Croatia 

Research 2006, Zagreb. 
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New business start-ups are born due to either perceived opportunity (TEA Opportunity), or owing 

to circumstances (TEA Necessity). Entrepreneurs who start businesses because of a perceived business 

opportunity are, as a rule, more oriented towards business growth than those who became 

entrepreneurs because they were forced by the situation (lost their job, could not find a job, etc.). This 

difference in motivation for entrepreneurial activity is of importance for policymakers, as efficiency of 

support mechanisms (and thus of use of public resources) can be achieved only if support mechanisms 

are differentiated and aimed according to the needs of the different segments of entrepreneurial 

activity. Opportunity based entrepreneurs are more frequently candidates for support focused on 

business growth (innovations) while necessity based entrepreneurs need, at least in the beginning, 

more support for surviving (self-confidence, basic knowledge and skills in managing their business 

ventures). 

Also important to policy and programme design is the status of the entrepreneurs themselves - 

whether nascent, new business owners or established entrepreneurs. Government policy needs to 

reflect these individual categories of entrepreneurs. 

―Swarming‖ of entrepreneurial ventures without a strong transition rate to mature business 

ventures, is not sufficient. Being prepared for entrepreneurial activity at the individual and institutional 

level and the rate of surviving business ventures depends on a range of factors (motivation, knowledge 

and skills, effectiveness of the entrepreneurial environment and macroeconomic policy). The rate is 

calculated as the ratio between established entrepreneurs (over 42 months of entrepreneurial activity) 

and the number of nascent and new business owners, i.e., start-up entrepreneurs (less than 42 months 

of entrepreneurial activity). 

More entrepreneurial activities in 2006 

2005 was a year of progress for Croatia, as shown by the significant change of position from the 

lower end to the middle of the scale of GEM countries, with further progress in 2006 (Table 1). 

Table 1. TEA indices - Croatia and all GEM countries 

 2002 2003 2004 2005 2006 

TEA 3.62 2.56 3.74 6.11 8.58 
Rank 32/37 29/30 29/34  19/35 18/42 
TEA Opportunity 2.18 1.74 2.04 2.92 4.41 
Rank 35/37 29/30 32/34 32/35 28/42 
TEA Necessity 0.85 0.59 1.57 3.09 3.81 
Rank 25/37 22/30 12/34 6/35 9/42 

Source: What makes Croatia an entrepreneurial country? Results of GEM Croatia research 2006, p.17. 

Croatia was able to move from the bottom end of the scale in 2005 and progress was further 

confirmed by improvement towards the upper end of the scale in 2006. This is the result of intensified 

activity of both groups of entrepreneurs - those with perceived business opportunities and those who 

start businesses out of necessity. The improvement shown by the TEA Opportunity indicator is 

especially heartening, as this indicates more motivation for entrepreneurial activity. 

However, these improvements will only translate into economic growth when entrepreneurial 

activity manages to create new value, which can be measured by growth in GDP per capita. GEM 

research has confirmed that countries with similar levels of GDP per capita have the tendency to 
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achieve similar levels of entrepreneurial activity, and that there are significant differences between 

countries with different levels of gross domestic product per capita. Three patterns appear:
3
  

 Starting very small, less-costly business ventures are more intensive in countries with lower 

levels of GDP per capita (e.g. Peru, Columbia and Thailand). 

 Early-stage entrepreneurial activity is relatively low in countries with high GDP per capita, 

(e.g. European Union countries and Japan). 

 Countries with the highest levels of gross domestic product per capita show increasing early-

stage entrepreneurial activity due to perceived opportunities (e.g. USA, Iceland and 

Australia). 

Croatia has every right to be satisfied with its entrepreneurial activity of 8.58% (TEA index). 

However, it is still a long way from transferring this entrepreneurial activity into measurable economic 

growth, as measured by GDP per capita, because it still belongs to the large first group, as seen in 

Figure 1. 

The ongoing process of Croatia‘s accession to the European Union obliges the country to perform 

continuous evaluation of its policies, programmes, regulatory frameworks and instruments which aim 

to increase the country‘s entrepreneurial capacity to make them comparable to the European Union. 

Using several selected indicators of entrepreneurial activity (TEA; percentage of entrepreneurs active 

for more than 42 months; motivation of entrepreneurs: TEA Opportunity and TEA Necessity; TEA in 

relation to gender), Croatia can be compared to European Union countries involved in the GEM 

research (Table 2). 

Table 2. Croatia in European perspective, selected indicators of entrepreneurial activity, 2006  

Indicator Croatia All GEM EU Countries 

Rank Value Average Highest Lowest 

TEA – entrepreneurs, active for 
less than 42 months 

1 of 17 8.58 5.46 7.9 Greece 2.73 Belgium 

Motivation TEA 
Opportunity 

10 of 17 4.41 4.25 6.2 Ireland 2.36 Belgium 

TEA 
Necessity 

1 of17 3.81 0.96 2.4 Czech 0.19 Denmark 

Gender TEA  
Male 

1 of 17 12.35 7.42 11.12 Greece 3.87 Italy 

TEA  
Female 

3 of 17 4.87 3.5 5.7 Spain 1.04 Belgium 

Established entrepreneurs, 
active for more than 42 
months, % 

13 of 17 4.12 5.24 8.24 Greece 1.13 France 

Business angels, % 10 of 17 2.12 2.59 5.29 Latvia 0.72 Hungary 

Expect to start a business 
venture within 3 years, % 

6 of17 11.12 9.79 15.99 Latvia 5.64 
Netherlands 

Ceased business activity within 
last 12 months – sale of the 
business does not count, % 

9 of 17 1.81 1.85 3.8 Czech 0.84 
Netherlands 

Source: What makes Croatia an entrepreneurial country? Results of GEM Croatia research 2006, p.26 

                                                      
3
 Bosma, N. and R. Harding, (2007), Global Entrepreneurship Monitor: GEM 2006 Results, London Business 

School and Babson College, 2007, pp. 12-13. 
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16 EU countries were involved in the GEM research in 2006: Czech Republic, Greece, Ireland, 

Latvia, France, Netherlands, United Kingdom, Hungary, Spain, Finland, Slovenia, Germany, 

Denmark, Italy, Sweden and Belgium. The average was calculated based on the values of these 

countries. 

Croatia‘s rank within the group of EU countries involved in the GEM research clearly illustrates 

the weak points of Croatia‘s entrepreneurial capacity and can provide insights for government policies 

and programmes. Such insights include: 

 Although Croatia is first based on the level of TEA index (nascent entrepreneurs and new 

enterprises), it also holds the 1st place based on the level of TEA Necessity. 

 Croatia has a lower percentage of established entrepreneurs (active for more than 42 months) 

than the average of GEM EU countries, which points to a need to sustain the development of 

growing enterprises (e.g. through adequate knowledge, innovative activities, venture funds). 

 Croatia has less business angels than the GEM EU countries average, which points to a need 

for the development of informal financial sources for supporting entrepreneurial activities. 

Further homogenisation of the sample, using the cluster of countries that Croatia belongs to 

according to the level of GDP per capita, makes these comparisons even more useful (Table 3). 

Table 3. Differences in the entrepreneurial activity based on economic strength of the country, 2006 

Country Nascent 
entrepreneurs, 
active for up to 

3 months 

New business 
owners, active 
between 3 and 

42 months 

TEA index for 
nascent 

entrepreneurs 
and new 
business 
owners 

Established 
entrepreneurs, 
active for more 

than 42 
months 

Total 
entrepreneurial 

activity 

Cluster of EU countries 
involved in GEM with 
GDP < USD20 000 per 
capita  

4.13 2.36 6.27 5.57 11.84 

Croatia 6.38 2.49 8.58 4.12 12.7 
Slovenia 2.91 1.79 4.63 4.44 9.07 
Hungary 3.18 3 6.04 6.72 12.76 
Latvia 4.03 2.65 6.57 5.69 12.26 
All GEM countries 5.32 4.59 9.46 6.97 16.43 

Source: What makes Croatia an entrepreneurial country? Results of GEM Croatia research 2006, p.27; for ―All GEM 

countries‖, p.21. 

It is interesting to note that Croatia and Slovenia are located on the opposite ends of the East 

European cluster (Figure 1). Croatia has a figure of 8.58% for entrepreneurial activity (TEA index) 

and USD 8 722 GDP per capita while Slovenia has 4.63% for entrepreneurial activity (TEA index) 

and USD 17 400 GDP per capita. Although Latvia and Hungary have lower levels of entrepreneurial 

activity, they have higher levels of GDP per capita
4
. Values of GDP per capita have been recalculated 

into purchasing power parity.  

                                                      
4
 Bosma, N. and R. Harding, (2007), Global Entrepreneurship Monitor: GEM 2006 Results, London Business 

School and Babson College, p. 13. 
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Figure 1. Start-up Entrepreneurial Activity (TEA index) and GDP per capita, 2006 

 

Source: What makes Croatia an entrepreneurial country? Results of GEM Croatia research 2006, p.19 

Motivation index and “maturity” index of Croatian businesses 

Entrepreneurial capacity relates to the intensity with which business ventures are started and the 

vitality of such businesses. The intensity with which business ventures are started is measured using 

the level of TEA index and the motivation index (i.e. ratio between TEA Opportunity and TEA 

Necessity), while the vitality of business ventures is expressed by the ―maturity‖ index and the share 

of growing enterprises in the structure of enterprises. 

In 2006 a further increase of the TEA index was recorded (from TEA 6.11 in 2005 to TEA 8.58 

in 2006), as well as an increase of the motivation index (from 0.95 to 1.16). Both these figures point to 

a greater share of entrepreneurs entering entrepreneurial activity because of perceived opportunities 

and not out of necessity. While the motivation index is still quite low, it shows signs of improvement. 

However, the ―maturity‖ index has actually gone backwards since the previous year, i.e. 0.48 in 2006, 

0.60 in 2005. 

A low motivation index, which indicates circumstances have dictated entrepreneurial activity 

rather than free will, is connected to the ability to lead a business through transformation from a new 

to an established enterprise (older than 42 months). The relationship between the percentage of 

established enterprises and start-up enterprises can be used as a rough approximation of successful 

transition from the start-up to the maturity phase. A low transition ratio puts Croatia in 35
th
 place in 

2006, with a transition rate that is significantly lower than the average of GEM countries (Croatia 

0.48, GEM countries 0.81). 
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Although Croatia was the only country with higher TEA Necessity than TEA Opportunity in 

2005, motivation index is above 1 in 2006. Nevertheless, Croatia is still at the bottom of the scale, as it 

is similarly in terms of its maturity index (Table 4). 

Table 4. Motivation index and maturity index, 2006 

 2006 

Motivation index  Croatia 1.16 

GEM 6.06 

Maturity index Croatia 0.48 

GEM 0.81 

Source: What makes Croatia an entrepreneurial country? Results of GEM Croatia research 2006, p.29. 

Slovenia ranked 9
th
 based on its motivation index (8.62 times more TEA Opportunity than TEA 

Necessity) and 13
th
 based on the ratio of established businesses to start-up businesses, so it can 

continue to serve as a good benchmark for Croatia in its search for policies and programmes that can 

change and strengthen these two components of its entrepreneurial capacity. 

Growing businesses - number of enterprises with growth potential remains low 

Growing businesses are the most important agents in the creation of new employment, as 

confirmed by various studies (e.g. Storey, 1994; Kirchoff, 1994). These studies concluded that such 

firms (usually below 10% of all businesses of a national economy) are responsible for more than 50% 

of employment. These earlier studies have been confirmed in the GEM 2007 Global Report on High-

Growth Entrepreneurship
5
, in which Croatia participated, with the conclusion that high growth 

enterprises account for only 6% of all businesses, but provide 60% of employment.  

In the GEM research in 2006, growing enterprises were observed based on the following four 

criteria: 

 Innovation in using new technologies (categories: latest technologies - up to 1 year old; 

technologies from 1 to 5 years old; no new technologies). 

 Innovation in the development of new products (categories: products are new to everyone; to 

some; to no-one). 

 Exposure to competition (categories: the same product is offered by everyone; by some; by 

no-one)  

 Capacity for new employment (categories: expected new employment in the period of 5 

years: no new employees; 1-5; 6-19; more than 20 employees). 

Assessing that the application of new technologies or the capacity for the creation of new 

products are principal assumptions for the creation of growing enterprises, Tables 5 to 8 describe the 

differences in the structure of enterprises in Croatia, in comparison with the cluster of medium 

developed and highly developed countries. The dividing line between these two clusters is GDP per 

capita, expressed through purchasing power parity at USD 20 000. Particularly highlighted are the 

                                                      
5
 Autio, E. (2007), GEM 2007 Global Report on High-Growth Entrepreneurship, London Business School, 

Babson College, Mazars. 
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differences between entrepreneurs who have been active for up to 3 months (start-up entrepreneurs) 

and those who have been entrepreneurially active for more than 42 months (established entrepreneurs). 

Table 5. New technologies, Croatia in international perspective, 2006 – start-up entrepreneurs, in % 
(How many start-up entrepreneurs use new technologies?) 

 
Croatia Medium developed 

countries 
Highly developed 

countries 

No new technologies 48 63 73 
New technologies (1 to 5 years) 28 21 19 
Latest technologies 24 16 8 

Source: What makes Croatia an entrepreneurial country? Results of GEM Croatia research 2006, p.30. 

Table 6. New technologies, Croatia in international perspective, 2006 – established entrepreneurs, in % 
(How many established entrepreneurs use new technologies?) 

 
Croatia Medium developed 

countries 
Highly developed 

countries 

No new technologies 63 83 84 
New technologies (1 to 5 years) 29 13 12 
Latest technologies 8 4 2 

Source: What makes Croatia an entrepreneurial country? Results of GEM Croatia research 2006, p.31. 

Table 7. Newness of products for customers, Croatia in international perspective, 2006 – start-up 
entrepreneurs, in % (For how many customers is the product new?) 

 
Croatia Medium developed 

countries 
Highly developed 

countries 

For no-one 71 51 54 
For some 16 30 30 
For everyone 13 19 16 

Source: What makes Croatia an entrepreneurial country? Results of GEM Croatia research 2006, p.31. 

Table 8. Newness of products for customers, Croatia in international perspective, 2006 – established 
entrepreneurs, in % (For how many customers is the product new?) 

 Croatia Medium developed 
countries 

Highly developed 
countries 

For no-one  70 63 70 
For some 13 21 20 
For everyone 17 16 10 

Source: What makes Croatia an entrepreneurial country? Results of GEM Croatia research 2006, p.32. 

In 2006, start-up entrepreneurs used new technologies more often than established entrepreneurs 

(Table 5 and Table 6), but the promising fact is that both categories of entrepreneurs in Croatia invest 

more in new technologies than such businesses in competing medium developed, or even highly 

developed nations. 24% of Croatian start-up and 8% of established enterprises have the latest 

technologies, while in the cluster of medium developed countries there are 16% of new entrepreneurs 

and 4% of established ones. This gives hope that investment in technology will soon pay off through 

the creation of new or innovative products, because that is still not the case: no less than 71% of start-

up enterprises and 70% of established enterprises have products that are not new to anyone, while in 

the cluster of medium developed countries this figure is 51% of start-up entrepreneurs and 63% of 

established entrepreneurs (Table 7 and Table 8). 
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The low level of new products develops severe competition among entrepreneurs and does not 

help to strengthen the export orientation of small businesses in Croatia. New product development is 

the visible outcome of innovation activity, which is an important baseline for building overall 

competitiveness on internal and international markets. 

In a high unemployment country like Croatia, growing businesses are important because of their 

potential in creating new jobs. 2005 was the year in which the expectation of new employment in 

enterprises with 20 or more employees grew significantly in relation to previous years (to 15% at start-

up entrepreneurs and 18% at established entrepreneurs), although there were no similar improvements 

in 2006 (Table 9). 

Table 9. Growth expectation through employment, 2006, in % (How many new employees you expect in 
5 years?) 

 Start-up entrepreneurs  
% 

Established entrepreneurs 
% 

None 10.7 14.5 
1-5 45.5 41.0 
6-19 28.7 27.0 
20 and more 15 17.5 

Source: What makes Croatia an entrepreneurial country? Results of GEM Croatia research 2006, p.33. 

Entrepreneurial demography in Croatia 

Data referring to individual entrepreneurs also provides an answer of sorts to the challenge of 

transferring entrepreneurial activity into GDP growth. A higher rate of ―maturity‖ of business ventures 

and stronger participation of growing enterprises needs to follow from the strong level of 

entrepreneurial activity in the start-up sphere. Croatia is particularly lagging in the rate of 

entrepreneurial activity of established entrepreneurs (4.12% compared to 6.97% in all GEM countries). 

Observing the rates of entrepreneurial activity according to individual categories of entrepreneurs, 

Croatia‘s greatest deviation from the average rates of all GEM countries is in the category of 

established entrepreneurs (only 59%), whereas the rate of entrepreneurial activity of nascent 

entrepreneurs and new business owners is at 90% of the GEM average (calculated from Table 3).  

In strengthening the entrepreneurial capacity of a country it is important to ensure equal 

opportunities for individuals to decide whether to undertake entrepreneurial activity. GEM research 

monitors and analyses the differences in the entrepreneurial activity of men and women. The 

involvement of women in entrepreneurial activity depends on cultural issues as well as access to 

education, financial resources, family assistance services, etc. Croatia is in the lowest group of GEM 

countries according to the gap between the involvement of women and men in entrepreneurial activity 

(37
th
 place out of 42 countries) (Table 10). 

Table 10. Gender gap in entrepreneurial activity 

 In Croatia In GEM countries  

TEA index for women  4. 87 7.51 
TEA index for men 12.35 11.38 

Source: Croatia GEM 2006 survey, calculated from the database. 

The ratio is thus calculated as 2.54 more men than women in entrepreneurial activities in Croatia, 

comparing with 1.52 in GEM countries. This indicates that there are huge reserves for strengthening 
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entrepreneurial capacity by making access to entrepreneurial opportunities more equal for women and 

men. 

Regional differences in entrepreneurial activities 

Differences in regional economic activity within a country are generally connected with the 

differences in regional development– this is also true for Croatia. Therefore, TEA indices by region in 

Croatia
6
 are complementary with the ―hard‖ indicators of the general (non) development of these areas 

as measured by GDP per capita, efficiency of the use of intellectual capital (ICE), level of 

unemployment and data on the educational structure of the population
7
. 

For the purposes of the GEM survey, Croatian counties and the City of Zagreb are grouped into 

six ―regions‖: 

1. Zagreb and surroundings 

2. Slavonia and Baranja 

3. Northern Croatia 

4. Lika and Banovina 

5. Istria, Primorje and Gorski Kotar 

6. Dalmatia 

In the 2002-06 period, entrepreneurial activity shows positive changes in all regions, primarily in 

Slavonia and Baranja, in Lika and Banovina, and in Northern Croatia, which leads to a decrease of 

differences between regions (Table 11). 

Table 11. Regional dimension of entrepreneurial capacity of Croatia – TEA indexes, 2002-06 

Region 2002 2003 2004 2005 2006 

Zagreb and surroundings 4.89 4.30 4.42 8.43 7.77 
Slavonia and Baranja 2.11 1.00 4.44 4.91 8.84 
Northern Croatia 2.83 1.99 3.00 4.40 9.15 
Lika and Banovina 2.71 1.78 3.99 5.11 8.69 
Istria, Primorje and Gorski Kotar 4.47 3.05 5.29 5.74 7.10 
Dalmatia 3.95 2.43 1.68 6.34 9.85 
Croatia (national) 3.62 2.56 3.74 6.11 8.58 

Source: What makes Croatia an entrepreneurial country? Results of GEM Croatia research 2006, p.43. 

This regional picture of entrepreneurial activity is different if complemented by information on 

the reasons for starting entrepreneurial ventures, i.e. the motivation index, which is the result of the 

relationship between TEA Opportunity and TEA Necessity (Table 12).  

                                                      
6
 For the needs of the GEM project, Croatian counties were grouped into regions, according to the criteria of 

geographic-historical comprehension of regional structure of Croatia. 

7
 Sources of data: for gross domestic product per capita and ICE: Centre for Intellectual Capital: Intellectual 

Capital - 2005 Report; for unemployment rate: CES: Yearbook 2005, Zagreb; for population data: 

Census 2001. 



Policy environment for promoting entrepreneurship in Croatia 

22 

Table 12. Motivation index, regional differences, 2006 

Region TEA Motivation index (TEA 
Opportunity/TEA Necessity) 

Zagreb and surroundings 7.77 1.74 
Slavonia and Baranja 8.84 0.5 
Northern Croatia 9.15 1.32 
Lika and Banovina 8.69 0.57 
Istria, Primorje and Gorski Kotar 7.10 3.2 
Dalmatia 9.85 1.14 
Croatia (national) 8.58 1.16 

Source: What makes Croatia an entrepreneurial country? Results of GEM Croatia research 2006, p.44. 

Using the motivation index, the rank of the entrepreneurial capacity of Croatian regions based on 

―hard‖ data (GDP per capita, unemployment, ICE) has remained roughly steady. The first two 

positions are held by Istria, Primorje and Gorski Kotar, and Zagreb and surroundings, followed by 

Slavonia and Baranja and Lika and Banovina.  

A motivation index of less than 1, which is present in the two poorest ―regions‖ (Lika and 

Banovina, Slavonia and Baranja), suggests a significant majority of entrepreneurs who start business 

activity because of necessity, as they have no other choice. This results in lower expectations of 

venture development. Regional differences in entrepreneurial activity are very visible, using gender 

criteria, as seen in Table 13. 

Table 13. Differences in entrepreneurial activity, by regions and gender, TEA indices, 2006. 

Region Men Women 

Zagreb and surroundings 9.89 5.85 
Slavonia and Baranja 11 6.32 
Northern Croatia 16 1.85 
Lika and Banovina 12 4.82 
Istria, Primorje and Gorski Kotar 8.97 5.28 
Dalmatia 16 4.64 

Source: Croatia GEM 2006 survey, calculated from the database. 

Information on entrepreneurial demography (Table 14) is useful for understanding the regional 

differences in entrepreneurial activity. In the most developed ―regions‖ (Zagreb and surroundings; 

Istria, Primorje and Gorski Kotar) the differences between men and women are smallest, there are 

more entrepreneurially active highly educated people, they most often belong to the 25-34 age group 

and there are more people with a high monthly income. In the poorest ―regions‖, people who are 

entrepreneurially active more often have only elementary education and much lower monthly income. 
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Table 14. Entrepreneurial demography by regions, 2006 (for nascent entrepreneurs and new business 
owners, entrepreneurially active up to 42 months), structure in % 

 Zagreb Slavonia 
and 

Baranja 

Northern 
Croatia 

Lika and 
Banovina 

Istria, 
Primorje 

and Gorski 
Kotar 

Dalmatia 

Gender Female 38.7 37.5 11.5 27.3 38.5 25 

Male 61.3 62.5 88.5 72.7 61.5 75 

Education Less than secondary 
school 

6.3 17.4 12 10 0 0 

Secondary school 50 73.9 76 80 69.2 71.4 

University or higher 43.8 4.3 8 10 30.8 28.6 

No answer 0 4.3 4 0 0 0 

Age 18 – 24 12.9 13 30.8 27.3 42.9 10.7 

25 – 34 38.7 30.4 30.8 27.3 35.7 35.7 

35 – 44 25.8 30.4 23.1 18.2 14.3 17.9 

45 – 54 16.1 21.7 7.7 9.1 7.1 21.4 

55 – 64 6.5 4.3 7.7 18.2 0 14.3 

Monthly 
income in 
kunas 

No income 0 20.8 3.7 27.3 0 10 

up to 1000 6.7 9 0 0 0 3.3 

1001 to 2000 3.3 12.5 11.1 27.3 7.1 6.7 

2001 to 3001 3.3 25 11.1 9.1 28.6 13.3 

3001 to 4000 6.7 12.5 33.3 9.1 14 10 

4001 to 5000 20 8.3 14.8 18.2 14.3 10 

over 5000 50 11.9 14.9 9 36 36.7 

No answer 10 0 11.1 0 0 10 

Source: What makes Croatia an entrepreneurial country? Results of GEM Croatia research 2006, p.46. 

Regional differences in entrepreneurial activities are connected with regional development 

imbalances which should be addressed by coordinated policies and programmes between central and 

local government. A variety of institutions (like centres for entrepreneurship, business incubators, 

entrepreneurial zones, regional development agencies) should participate in the design and 

implementation of these policies and programmes. There are no visible joint activities on designing 

policies and programmes between national and local levels. At the local level, there are huge 

differences how local authorities understand their responsibility for economic development: good 

examples are local governments in Varazdin, Bjelovar, Cakovec, and Pula. Only in 2006 and 2007, 

were local governments engaged in developing regional operating programmes (at county level), in 

which economic development issues were addressed. The MELE supported the building of the 

institutional support infrastructure (centres for entrepreneurship and business incubators), but only few 

regional development agencies are fully grounded in regional development activities (like the Istrian 

Development Agency, REDEA, DAN). As GEM surveys suggest, the quality of services provided by 

support institutions should be improved and standardised.  

Entrepreneurial culture in Croatia 

The perception of an entrepreneurial environment is based on value attitudes, which form the 

foundation of entrepreneurial culture. GEM research has developed a framework that consists of four 

questions which evaluate the system of values in individual countries and which are based on the 

evaluation of value attitudes on egalitarianism, entrepreneurial careers, the entrepreneur‘s social status, 

and the role of the media in the creation of an entrepreneurial culture. 

While substantial differences between entrepreneurs and non-entrepreneurs are visible in the 

evaluation of business opportunities and the attitude towards risk, there are no significant differences 
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in attitudes towards entrepreneurial culture between start-up entrepreneurs (those who are 

entrepreneurially active for less than 42 months) and non-entrepreneurs (Table 15). This leads to the 

conclusion that the system of values which shape entrepreneurial culture is still evolving. 

Table 15. System of values, 2006, structure in % 

In Croatia, majority of people would like it better if 
everyone had a similar standard of living 

Entrepreneurs, active for up 
to 42 months 

Non-entrepreneurs 

Yes 77.4 70 
No 12.8 21.2 
Don‘t know 9.8 8.8 

In Croatia, majority of people believe that starting 
a business venture is a desirable career choice 

Entrepreneurs, active for up 
to 42 months 

Non-entrepreneurs 

Yes 68.4 65.9 
No 26.4 23 
Don‘t know 5.3 11.1 

In Croatia, it is believed that those who have 
successfully started a business venture have 

high social status 

Entrepreneurs, active for up 
to 42 months 

Non-entrepreneurs 

Yes 44.4 48.7 
No 45.1 38.6 
Don‘t know 10.5 12.6 

In Croatian media, there are often stories about 
successful business ventures 

Entrepreneurs, active for up 
to 42 months 

Non-entrepreneurs 

Yes 58.6 53.5 
No 36.8 37.1 
Don‘t know 4.5 9.5 

Source: What makes Croatia an entrepreneurial country? Results of GEM Croatia research 2006, p.51. 

Having adequate knowledge and skills, as well as being in touch with the experience of others 

contributes substantially to the decision on entrepreneurial activity and the development of an 

entrepreneurial culture. Among those who have adequate knowledge and skills, substantially more are 

entrepreneurially active (TEA 20) than among those who do not possess such knowledge (TEA 2.62). 

Those who personally know an entrepreneur who has started his/her own business in the last two years 

have more often started their own business venture (TEA 20) than those who do not have such a 

contact (TEA 6.59). 

Table 16. Entrepreneurial activity depends on knowledge, TEA indices, 2006 

Have required knowledge and skills to start a business 
venture 

Entrepreneurs, active for up to 42 months 

Yes 20 
No 2.62 

Personally know an entrepreneur who has started 
his/her own business in the last two years 

Entrepreneurs, active for up to 42 months 

Yes 20 
No 6.59 

Source: What makes Croatia an entrepreneurial country? Results of GEM Croatia research 2006, p.50. 

Quality of the framework of entrepreneurial conditions in Croatia 

The availability and quality of the entrepreneurial environment within the GEM research is 

evaluated by experts, chosen based on their knowledge of a specific component of the entrepreneurial 

environment. The sample of experts is selected from entrepreneurs, scientists who research 

entrepreneurship, experts in professional infrastructure and government institutions and non-
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government organisations who deal with entrepreneurship. In 2006, 36 experts evaluated the quality of 

entrepreneurial framework conditions in Croatia. 

By means of a standardised questionnaire of about 80 statements, experts evaluate components of 

the entrepreneurial environment (generally, one component is described by 4 to 7 statements). They 

express their agreement/disagreement with these statements by means of grades from 1 to 5, 1 being 

total disagreement and 5 total agreement. 

Table 17 shows grades of all components of entrepreneurial environment and value norms, 

compared with the GEM average in 2006. The rank is based on comparison of evaluated components 

of entrepreneurial environment among 37 countries. 

Table 17. Components of entrepreneurial environment and value norms in Croatia – comparison with the 
GEM average, 2006  

Components of entrepreneurial 
environment 

Croatia GEM countries 

Grade Rank Average 

Financial support 2.68 19 2.67 
Government policies – grants 2.41 22 2.61 
Government policies – regulations 2.17 22 2.39 
Government programmes 2.64 16 2.6 
Primary and secondary education 2.21 15 2.15 
Tertiary education 2.86 19 2.87 
Transfer of research and development 2.19 24 2.42 
Commercial and professional 
infrastructure 

2.92 31 3.25 

Openness of the market - dynamics of 
changes 

3.47 5 2.86 

Openness of the market – barriers 2.3 35 2.76 
Access to physical infrastructure 3.75 19 3.76 
Cultural and social norms 2.45 30 2.84 
Recognising business opportunities 3.43 20 3.43 
Entrepreneurial capacity – potential 2.49 26 2.69 
Entrepreneurial capacity – motivation 3.1 31 3.44 
Protection of intellectual property 2.63 22 2.97 
Relation towards women in 
entrepreneurship 

3 31 3.31 

Attitude towards growing enterprises 2.82 22 3.02 

Source:  What makes Croatia an entrepreneurial country? Results of GEM Croatia research 2006, p.54. 

Croatia‘s 19
th
 place in quality of financial support reflects a significant move forward in 2006 in 

relation to 2005, but insufficient presence of financial angels still remains among the worst graded 

aspects of financial support (among lowest graded statements– ki06a04, Table 19). There is still no 

appropriate regulatory framework, which together with almost complete ignorance of the significance 

of this type of financing of entrepreneurial ventures hinders further informal investing.
8
  

                                                      
8
 In 2003, in Cooperation with CDVCA – Community Development Venture Capital Alliance, USA and 

Professor Colin Mason from Strathclyde University, Glasgow, an expert on business angels, CEPOR 

organised a round table titled ―Investment of "patient" capital‖, which was attended by representatives 

of the Ministry of Finance, representatives of venture capital funds in Croatia, and entrepreneurs‘ 

associations. The goal was to familiarise the attendants with strategies of development of venture 

capital funds as form of support for development of growing small enterprises, and the role of 

informal forms of financing in establishment of new ventures and support for growing enterprises. An 
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In 2006, government policies for grants and regulations took the same 22
nd

 place in their 

respective categories. There was a significant jump in the perception of quality of government policies 

(from 1.76 in 2005 to 2.17 in 2006) most likely due to a range of activities directed at eliminating 

administrative barriers and facilitating communication between entrepreneurs and state administration 

(HITRO.HR and the regulatory guillotine project).
9
 However, within the ten highest graded statements 

about entrepreneurial environment, there were still none related to government policies, and among the 

ten lowest graded statements (as in 2005), there were three statements related to government policies, 

which sends a signal of urgency for change and requires adequate policy intervention.  

Croatia was ranked even higher according to the government programmes criterion (16
th
 position) 

in 2006, which evaluates the availability of programmes for the support of development of 

entrepreneurial capacity in the country.  

The difference in Croatia‘s ranking according to the quality of primary and secondary education 

(15
th
 place) in relation to the tertiary level of education (19

th
 place) still indicated a gap, but in relation 

to 2006 this gap in perception of quality is decreasing (in 2005 these two held 22
nd

 and 29
th
 place, 

respectively).  

However, also in 2006, primary and secondary education insufficiently contributed to the 

development of entrepreneurial capacity of youth, which is shown in experts‘ extremely low 

evaluation of primary and secondary education within the ten lowest graded statements (ki06d03, 

Table 19). Ongoing reforms in the field of education in Croatia (such as cataloguing of knowledge and 

skills and the Bologna higher education reform) indicate the existence of political will, but the 

efficiency with which these mechanisms are applied depends on the consistency and successful 

implementation of education policy.  

In 2006, same as in 2005, quality of the transfer of research and development from universities 

and research centres to economic practice was among the lowest graded components of entrepreneurial 

environment in Croatia. It is especially significant that among the lowest graded statements there are 

two that indicate there is a considerable problem of transfer of R&D to the business sector. Experts 

believe that there is no adequate support available to engineers and scientists which would facilitate 

commercialisation of their ideas through new and growing enterprises (ki06e06, Table 19), and that 

new and growing enterprises do not have the same access to new technology and research as large 

enterprises (ki06e02, Table 19). Although perceptions of quality of protection of intellectual property 

significantly improved in 2006 in relation to 2005, this field is still a significant low point of 

entrepreneurial environment in Croatia.  

Considering that the business and professional infrastructure component was significantly 

represented in government programmes, the fact that in 2006 Croatia was positioned at the rear (31
st
 

place out of 37 countries) according to quality of business and professional infrastructure could be 

viewed as disappointing. In the GEM research this component is described through existence of a 

                                                                                                                                                                      
initiative for creation of regulatory framework for the development of informal financing was started 

then, but nothing has happened so far. 

9
 HITRO.HR is a service provided by FINA from 2005. It is based on the one-stop-shop concept of providing 

more services in one place and from one place for entrepreneurs. It was also recognized by the report 

SME Policy Index 2007: Report on the Implementation of the European Charter for Small Enterprises 

in the Western Balkans, p. 173. In 2006 the Government of Croatia started the project HITRO.REZ as 

the first phase of cleaning regulatory framework. HITRO.REZ ended in June 2007 identifying the list 

of unnecessary procedures and permits and should be followed by guillotine approach aiming to 

simplify regulatory framework, for what a parliamentary decision is needed. 
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network of business and professional infrastructure, but also with the level to which enterprises can 

afford such services and whether they are of high quality. Business and professional infrastructure 

exists (e.g. entrepreneurial zones, centres for entrepreneurship, incubators), but the problem lies in the 

adequacy and quality of services. Also among the ten lowest graded statements is the statement which 

warns that both future and existing entrepreneurs feel they lack the knowledge to start a business 

venture with growth potential and manage a fast growing enterprise. 

Market mechanisms are viewed through the dynamism of change and the existence of entry 

barriers in the internal market. In 2006, experts perceived an increasing gap between these two 

components. According to the speed of changes in the internal market, Croatia holds a high 5
th
 place, 

while it is second last (35
th
 place) according to the presence of barriers. These are consistent 

conclusions found not only in GEM research but also in research carried out by the World Bank 

(Doing Business) and the Croatian National Competitiveness Council
10

 within the World Economic 

Forum‘s framework for competitiveness research. Persistent presence of barriers and non-existence of 

consistent and decisive policies for their elimination paves the way for corruption, which additionally 

increases the government‘s responsibility to eliminate them. Even beside the positive experience with 

HITRO.HR, this is not enough, because procedures need to be simplified and made more transparent. 

Among the ten lowest graded statements there are still three statements that indicate the existence of 

strong administrative barriers (ki06b04 – obtaining licenses and permits within one week; ki06b07 – it 

is difficult for enterprises to deal with bureaucracy, legal and regulatory demands; ki06g04 – new and 

growing enterprises do not have enough money to break market entry barriers, Table 19). 

However, in order to enter a market, information on trends and risks are needed. Large 

enterprises can afford constant flows of such information, while small enterprises cannot. Therefore it 

is extremely important to have publicly available information as the basis for decision making for 

entry into a certain industry and on growth prospects. The statement that new and growing enterprises 

do not have the same access to new technology and research as large enterprises (ki06e02, Table 19) is 

also among the ten lowest graded in the research. 

Cultural and social norms are the starting point of all the activities that support the development 

of entrepreneurial activity in GEM research, described through self-sufficiency, initiative, risk taking, 

creativity and individual responsibility. From the last place in 2005, Croatia has moved to 33
rd

 place 

out of 37 countries. Changes in cultural and social norms are the most difficult to make and require the 

greatest amount of time, which emphasises that cooperation is necessary between different policies, 

programmes and a range of institutions, from education to the media. Since 2002, when the grade of 

cultural and social norms in the sense of supporting entrepreneurial culture was 2.17, in 2006 it 

managed to ―climb‖ to 2.67. The GEM countries average was 2.84, while score of the USA was 4.47.   

Entrepreneurial efficiency arises from the ability to recognise business opportunities, from 

entrepreneurial capacity, and from attitudes towards growing entrepreneurial ventures, which 

represents a sort of a synergy effect of all the components of entrepreneurial environment.  

The ―recognising business opportunities‖ component is described in the GEM research as the 

presence of business opportunities, availability of information about such opportunities and the 

capacity to turn the recognised opportunity into a business venture. 

                                                      
10

 The World Bank started the Doing Business Project in 2004, resulting in annual reports focusing on quality of 

administrative environment. Croatia is included in all surveys and its low rankings in many aspects of 

the quality of administrative environment only confirmed findings of both GEM Croatia and Croatian 

Competitiveness Council‘s surveys. Bibliographic information about Doing Business surveys as well 

as Croatian Competitiveness annual reports are presented under References.   
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Two dimensions describe entrepreneurial capacity: 

 The potential dimension includes simple procedures regarding starting a business venture, 

existence of knowledge and skills about how to do so, and the speed with which one reacts to 

opportunities. 

 The motivation dimension includes value norms towards entrepreneurship as a desirable 

career, high social status of an entrepreneur and the perception that entrepreneurs are 

competent people. 

The ―attitude towards growing enterprises‖ component is described through the awareness of 

policymakers towards the importance of growing business ventures, through the existence of 

numerous supports for fast growing enterprises and through availability of adequate competencies.  

In 2006, positive advances were achieved in evaluating all of these components of entrepreneurial 

efficiency. However, the gap that exists between dynamism of changes in the market (according to 

which Croatia is at 5
th
 place out of 37 GEM countries) and the capacity for ―recognising business 

opportunities‖, which involves converting perceived opportunities to ventures (20
th
 place, out of 37 

countries) is still not closing. The ―opportunity window‖ which is opened by the dynamism of changes 

in the market is not going to stay open forever; opportunities must be seized when they appear. The 

responsibility for non-utilisation of opportunities lies with the non-removal of entry barriers and the 

low level of entrepreneurial capacity. According to both dimensions of entrepreneurial capacity (i.e. 

potential, motivation), Croatia is in the bottom group of GEM countries: 26
th
 place according to 

potential and 31
st
 place according to motivation.  

This bad image is improved by significant change in the attitude towards growing enterprises, as 

from the 31
st
 place out of 33 countries in 2005, Croatia climbed to the 22

nd
 place out of 37 countries in 

2006 (reaching the value of 2.82, which indicates coming closer to turn point of value of 3, at which 

obstructive character of this component of entrepreneurial environment will turn to a supportive one). 

Good benchmark can be Ireland where the average rating of attitude towards this elitist group of 

enterprises, which are the most important ones that significantly create new jobs and new value, is 

4.11! It would be worthwhile to investigate how they reached such level of awareness of the 

importance of growing businesses for national economy among different stakeholders. 

Entrepreneurial efficiency is an overall measurement of all the components of entrepreneurial 

environment and thus can be changed through change of these components. Whether this process of 

improving entrepreneurial efficiency will be faster or slower depends on the consistency of all 

interventions in space and time (i.e. between different bearers of responsibility). 

Each of the twelve components of entrepreneurial environment is described by several 

statements, which experts grade with grades from 1 to 5. In order to conduct a close analysis of the 

situation as well as determine areas for action, it is necessary to find out why an individual component 

has received a good or a poor grade. Table 18 shows the ten highest graded statements about the 

entrepreneurial environment in Croatia, and Table 19 shows the ten lowest graded statements.  
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Table 18. Ten highest graded statements about entrepreneurial environment in Croatia, 2006 

 Code Grade 

In Croatia, there are numerous opportunities for creation of new enterprises. ki06k01 3.42 
In Croatia a new or a growing enterprise can get all utility connections in about one 
month (access to gas, water, electrical and sewage network). 

ki06h05 3.48 

In Croatia, a new or a growing enterprise can withstand the expenses of basic 
utility services (gas, water, electric power, and sewage). 

ki06h04 3.54 

In Croatia, market of goods and services intended for end consumers dramatically 
changes from year to year. 

ki06g01 3.57 

In Croatia, it is easy for new and growing enterprises to get good banking services 
(current accounts, foreign currency transactions, letters of credit, etc.). 

ki06f05 3.58 

In Croatia, there are more favourable opportunities for creation of new enterprises, 
than people who can take advantage of those opportunities. 

ki06k02 3.61 

In Croatia, physical infrastructure (roads, utility services, communication, and 
waste disposal) ensures good support to new and growing enterprises. 

ki06h01 3.63 

In Croatia, it is not too expensive for a new or a growing enterprise to get good 
access to the communication network (telephone, Internet, etc.) 

ki06h02 3.69 

In Croatia, favourable opportunities for starting new enterprises have significantly 
increased in the last five years.  

ki06k03 3.89 

In Croatia, a new or a growing enterprise can open a telephone line or get Internet 
access in about a week. 

ki06h03 4.12 

Source: What makes Croatia an entrepreneurial country? Results of GEM Croatia research 2006, p.57. 

Table 19. Ten lowest graded statements in Croatia, 2006  

 Code Grade 

In Croatia, government measures and policies (public procurement, for example) 
systematically give advantage to new enterprises. ki06b01 1.85 
In Croatia, there is adequate support available to engineers and scientists, which 
facilitates commercialisation of their ideas through new and growing enterprises. ki06e06 1.94 
In Croatia, new enterprises can get all the required licenses and permits within one 
week. ki06b04 2 
In Croatia, illegal sales of "pirated" software, videotapes, CDs and other products 
protected with copyrights or registered trademarks are not widespread. ki06n03 2.03 
In Croatia, it is not overly difficult for new and growing enterprises to deal with 
bureaucracy, legal and regulatory demands. ki06b07 2.06 
In Croatia, primary and secondary school system devotes adequate attention to 
entrepreneurship and start-up of new enterprises. ki06d03 2.09 
In Croatia, new and growing enterprises have the same access to new technology 
and research as the large enterprises. ki06e02 2.09 
In Croatia, physical persons (except owners) are an important source of financial 
aid for new enterprises and growing enterprises. ki06a04 2.12 
In Croatia, many people know how to start and manage a fast growing enterprise. ki06l01 2.14 
In Croatia, new and growing enterprises have enough money to break market 
entry barriers. ki06g04 2.17 

Source: What makes Croatia an entrepreneurial country? Results of GEM Croatia research 2006, p.57. 

The grades of individual components of entrepreneurial environment (table 17) point to a similar 

pattern in the quality of entrepreneurial environment in Croatia and GEM countries. Grades in Croatia 

are generally lower than the average of GEM countries, but tend to be approaching the GEM average. 

In 2006, Croatia has several components graded at the average level of GEM countries for the first 

time: financial support, government programmes, primary and secondary education, tertiary education, 

access to physical infrastructure, while openness of the market – dynamics of change is graded 

significantly better than the GEM average. Three components have received significantly lower grades 

(government policies - regulations; openness of the market – administrative barriers; transfer of 

research and development). 
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In 2006, all the components of entrepreneurial environment received higher grades than in 2005. 

As in 2005, only two components received grades above 3, but they have improved: 

 Access to physical infrastructure (3.75 in 2006, 3.35 in 2005). 

 Openness of the internal market - speed of changes (3.47 in 2006, 3.05 in 2005). 

The lowest graded components of entrepreneurial environment, which still place Croatia towards 

the bottom, are: 

 Openness of the market – administrative barriers, 35
th
 place out of 37 countries. 

 Commercial and professional infrastructure, 31
st
 place out of 37 countries. 

 Cultural and social norms, 30
th
 place out of 37 countries. 

 Transfer of research and development, 24
th
 place out of 37 countries. 

The ten lowest graded statements on entrepreneurial environment in Croatia in 2006 warn about 

the need for urgent intervention, especially since some of the statements were also on the lowest 

graded statements list in 2005. These include government measures and policies which do not provide 

systematic support to new enterprises in the sphere of public procurement, the problem of 

administrative barriers, non-existence of alternative financial instruments for financing the growth of 

enterprises, etc. The introduction of the HITRO.HR project in 2006 is a good example of how to start 

solving the problem of inadequate regulatory entrepreneurial framework conditions and the barriers 

that hinder the start up of entrepreneurial activity. 

Government measures focused on enhancing entrepreneurial capacity of Croatia  

Before interpreting current government measures focused on enhancing the entrepreneurial 

capacity of Croatia, some definitions
11

 should be established regarding policy, programmes and 

institutional arrangements: 

 Policy – set of long range goals and principles framing the territory of actions and 

identifying major stakeholders; 

 Programmes – set of actions, based on identified policy, with identification of actors, time 

bound information and performance measures; 

                                                      
11

 Those definitions were developed for the purpose of this paper using Webster definitions of policy as a 

starting point – ―a definite course or method of action selected (as by a government, institution, group 

or individual) from among alternatives and in the light of given conditions to guide and determine the 

present and future decisions; high-level overall plan embracing the general goals and acceptable 

procedures, especially of a governmental body‖ (Merriam-Webster On-line www.m-wcom, Sept.16, 

2007). Supporting evidence for identified definitions were also found in other sources, like The 

Brookings Institute (http://www.brookings.edu) as well as in approaches of certain governments 

which try to make their activities more transparent and easier to communicate with the public (like the 

Government of British Columbia: Freedom of Information and Protection of Privacy in which a list of 

notions is explicitly defined – www.mser.gov.bc.ca/privacyaccess/manual/other/def.htm, Sept.16, 

2007).   

http://www.m-wcom/
http://www.brookings.edu/
http://www.mser.gov.bc.ca/privacyaccess/manual/other/def.htm
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 Institutional arrangements – organisational and financial aspect of delivering policies and 

programmes. 

Based on analysis of government measures focused on enhancing the entrepreneurial capacity of 

Croatia, the following observations can be made: 

 There is confusion among ministerial officials and staff about policies versus programmes 

(programmes are often seen as policies); 

 Many programmes exist, but are not well connected, are too fragmented, overlapping, and 

lack performance measures; 

 Institutional arrangements in delivering policies and programmes are complicated, not 

transparent and usually ministry-centred. 

Policy activities 

There are three policy oriented documents relevant for enhancing entrepreneurship, one coming 

from the government (Strategic Development Framework 2006-13), one coming from the body 

established by the government (National Competitiveness Council) and one from an NGO (CEPOR, 

Policy Centre for SMEs and Entrepreneurship). 

1. Strategic Development Framework for 2006-2013 (Government), 2006 

The main objective of the Strategic Development Framework for 2006-13 is to provide 

overall guidance for policy makers, by identifying ten strategic areas for the realisation of the 

main strategic goal identified as: ―growth and employment in a competitive market economy 

acting within a European welfare state of the 21
st
 century‖. Ten strategic areas are: people, 

knowledge and education; transport and energy infrastructure; science and IT technology; 

social cohesion and justice; macroeconomic stability and openness; integrated financial 

services; environmental protection and balanced regional development; entrepreneurial 

climate; privatisation and restructuring and new role of the state. It is explicitly stated that 

the application of policies from this Strategic Development Framework will result in an 

average increase of about 5% in the rate of economic growth in the period up to 2010, and 

above 7% after 2010. The major expectation is 75% of the average EU-25 GDP at 

purchasing power party per capita, but it is emphasised that only simultaneous and 

harmonised actions in the ten identified strategic areas can provide it. 

In chapter IX The Entrepreneurial Climate (pp. 58-62), using the GEM Croatia survey and 

incorporating the majority of its recommendations, the following goals are identified: 

 Affirm entrepreneurship as the key activity on which social dynamics and integrity 

rely. 

 Increase the TEA index to at least 25% above the global average by 2013. 

 Promote the development of entrepreneurship as the main instrument of regional 

development. 

 Establish an integrated and consistent set of government policies aimed at 

stimulating entrepreneurship. 
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 Develop lifelong learning for entrepreneurship. 

 Evaluate all government policies from the viewpoint of how they affect 

entrepreneurship. 

Suggesting specific instruments and actions, the Strategic Development Framework gives    

important input to whole array of institutions which should identify specific policies, 

programmes and projects in order to contribute to the realisation of identified goals. The 

following measures and instruments are suggested: 

 To strengthen the efficiency of, and coordination between the current incentive 

measures and the current entrepreneurial infrastructure to achieve maximum 

synergy between money, the efficiency of the entrepreneurial infrastructure, and 

the needs of enterprises; 

 To form a central register of measures and incentives for entrepreneurship in order 

to improve the efficiency of funds at state level. In cooperation with regional 

development agencies, this would serve to create a coordinated and well branched 

network serving entrepreneurs‘ needs; 

 To introduce a system of evaluation of the effects of legislation on entrepreneurial 

climate; 

 To intensify activities aimed at the social affirmation of entrepreneurial values and 

activities, at Government and local level; 

 To strengthen the role of regional development agencies in encouraging 

entrepreneurship and inter-regional transfer of know-how; 

 To create legal opportunities to allow the state to invest in risk capital funds 

(especially regional and industry-specialised ones); 

 To promote clusters as a critical link for the creation of competitive products based 

on innovation; and 

 To work intensively on making Croatia an attractive place for FDIs, by 

coordinating the activities of the Trade and Investment Promotion Agency and 

regional development agencies. 

The Strategic Development Framework for 2006-13 incorporated most of the 55 Policy 

recommendations for raising Croatia‘s competitiveness (2004) as well as 15 recommendations 

developed by the Croatia GEM survey (2005),  

2. 55 Policy recommendations for raising Croatia‘s competitiveness (National 

Competitiveness Council), 2004 

In 2004 the National Competitiveness Council, after a broad discussion between its four 

main stakeholders (business sector, unions, government, academia), presented its 55 Policy 

recommendations for raising Croatia‘s competitiveness, directed towards four key national 

strategic objectives within a ten year timeframe: 
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 Enabling sustainable GDP growth (doubling per capita GDP at purchasing power 

parity per capita by 2014, to achieve 55-60% of average EU per capita); 

 Reducing unemployment (to a sustainable rate under 8%, by 2014); 

 Improving the quality of life (measured by educational level, employment and per 

capita income); and 

 Enhancing social inclusion (further enhancements of social inclusion are education, 

state efficiency – greater access to public services, control of corruption and the 

rule of law). 

55 Policy recommendations are grouped into seven major areas of necessary intervention: 

 Education for growth and development; 

 Rule of law in compliance with EU standards; 

 Cost and price competitiveness; 

 Development of innovation and technology; 

 Strengthening small and medium-size enterprises; 

 Regional development and cluster development; and 

 Creation of positive mindset and leadership. 

Recommendations focused on strengthening small and medium-size enterprises were based 

on GEM Croatia surveys in 2002 and 2003, and were identified as: 

 Enhancing entrepreneurial culture (#34); 

 Activities toward achieving consistency of government policies and instruments for 

enhancing entrepreneurial activities (#35); 

 Eliminating administrative barriers (#36); 

 Development of financial market (#37); 

 Development of the institutional infrastructure for supporting SMEs (#38); 

 Identifying productivity benchmarks (#39); 

 Stimulating ―export mentality‖ among SMEs (#40); and 

 Decreasing regional development imbalances – clusters (#41). 

3. Global Entrepreneurship Monitor survey results with policy recommendations (CEPOR 

– Policy centre for SMEs and entrepreneurship) 
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CEPOR – Policy centre for SMEs and entrepreneurship was established in 2001 as an NGO 

by ten institutional founders (Croatian Chamber of Economy, Croatian Chamber of Crafts, 

Economics Institute, Institute for International Relations, Open Society Institute-Croatia, 

Centre for Entrepreneurship Osijek, Medjimurje Centre for Entrepreneurship, J.J. 

Strossmayer University in Osijek – Faculty of Economics, Istrian Development Agency, 

Association of Support Institutions – UHIPP). CEPOR‘s mission is to focus on the 

entrepreneurial climate of Croatia and the SME sector. Jointly, with a research team from the 

J.J. Strossmayer University in Osijek, CEPOR participates in Global Entrepreneurship 

Monitor surveys and presents the surveys‘ results to the government and the public. Croatia 

has been included in GEM surveys since 2002, through the joint initiative of the CEPOR and 

the research team from the J.J. Strossmayer University in Osijek. The following publications 

are available: 

 What makes Croatia a(n) (non) entrepreneurial country?, GEM 2002; 

 What makes Croatia an entrepreneurial country?, GEM 2002-05; and 

 What makes Croatia an entrepreneurial country?, GEM 2006. 

All surveys confirmed the following issues as major obstacles in developing the 

entrepreneurial climate in Croatia: 

 Inconsistency of government policies; 

 Presence of administrative barriers; and 

 Lack of entrepreneurship education on all educational levels. 

The latest survey, in 2006, confirmed that the following recommendations are still valid and 

important in solving identified issues: 

 Issue: consistency of government policies 

 Recommendation #1: implement Open Coordination Method on ministerial 

level, with PM leading the group  

 Recommendation #2: urgently simplify regulatory framework  

 Issue: from fragmented programmes to priorities 

 Recommendation #3: programmes focused on gaps identified by GEM 

survey  

 Recommendation #4: to develop a statistical model for identifying changes 

in SMEs based on Eurostat  

 Recommendation #5: to develop a transparent system of evaluation of 

government programmes  

 Issue: low I&D transfer 
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 Recommendation #6: to establish a government venture fund to enhance 

transfer of I&D into SMEs  

 Recommendation #7: to evaluate higher education institutions on their 

contribution to solving regional development problems, through public-private 

partnership  

 Issue: from banking loans to variety of financial instruments 

 Recommendation #8: to develop regulatory framework for starting 

guarantee funds 

 Recommendation #9: to develop regulatory framework for informal 

investors (business angels...)  

 Issue: business infrastructure – from quantity to quality 

 Recommendation #10: selective financial support for new services and up-

grading quality of existing ones  

 Recommendation #11: through selective financial support to profile 

business support institutions and enhance their cooperation  

 Issue: to strengthen HR dimension of entrepreneurial capacity of the country 

 Recommendation #12: introduce entrepreneurship education in all levels of 

education  

 Recommendation #13: at tertiary educational level, provide ALL students 

with necessary knowledge and skills for an entrepreneurial career 

(―entrepreneurship across campus‖) 

 Recommendation #14: introduce voucher system for all who want to use 

Business Development Services  

 Recommendation #15: continually work on increasing the percentage of 

women in entrepreneurial activities   

Programmes 

Despite the Government document on Strategic Development Framework for 2006-2013 and the 

legitimised majority of policy recommendations from the National Competitiveness Council and 

CEPOR (based on GEM survey), which demonstrate that the Government is heading towards better 

coordination and communication between the different players (government, para-government 

organisations like the Croatian Competitiveness Council and NGOs i.e. CEPOR), there are no visible 

changes in structure and focuses of programmes related to entrepreneurship and SMEs. This means 

that there are no connections among documents, which is obvious from the operating plan for 2007 

developed by the MELE, based on the 2004 Government Programme for Enhancing SMEs and 

Entrepreneurship.  The Strategic Development Framework for 2006-13 as a major policy document in 

Croatia did not impact the MELE Operating plan for 2007, or provoke anyone to revise the 2004 

Government Programme for Enhancing SMEs and Entrepreneurship. This indicates that there is no 
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connection between policy documents and programmes, and that there is no actual understanding of 

the difference between those two notions. 

The Operating plan for 2007 identifies 30 projects for supporting SMEs (it is not clear why they 

are called projects and not programmes) classified under 9 groupings, with four other ―projects‖ in 

which SMEs can be involved, but which are projects of other departments in the MELE. Among those 

additional ―projects‖ are: entrepreneurial zones, enhancing export, and restructuring & development of 

certain industries, like the textile industry. With the Ministry of Sea, Tourism, Transport and 

Development there are three additional ―projects‖ open to SMEs: enhancing entrepreneurship in 

tourism, supporting employers on islands to preserve jobs, building and reconstruction of a fleet of 

small ships for Croatian private, small ship-owners. 

Instead of listing all ―projects‖ from the MELE Operating plan for 2007, the problem of 

fragmentation and overlapping will be emphasised using three examples, based on information from 

the Operating plan. In all three examples, ―projects‖ are promoted by the MELE and the MELE is in 

charge of them, all of them are national ―projects‖ (actually programmes) and all of them have the 

same source of funding (government). Only loan programmes are co-funded with local governments 

(counties and/or municipalities).  

Example 1: Two ―projects‖ mutually connected and overlapping: 

 Innovations and innovative-manufacturing cluster (goal: supporting innovations and 

commercialisation of innovations; partnering institutions: Ministry of Science, Education 

and Sport, Croatian Chamber of Economy, Croatian Chamber of Crafts, HAMAG, Croatian 

Employers Association, National Association of Innovators, scientific institutions, BICRO, 

Technological Council); 

 Competitive manufacturing (goal: supporting new technologies and improvement of existing 

ones; partnering institutions: Ministry of Science, Education and Sport, Croatian Chamber of 

Economy, Croatian Chamber of Crafts, HAMAG and Croatian Employers Association). 

What is the difference between supporting innovations and supporting new technologies and 

improving existing ones? And why, for example in the Competitive Manufacturing project, 

do scientific institutions or BICRO not take part? Or why was the Technological Council 

specifically mentioned as a partnering institution, because it is a body of the National 

Council for Science, which is part of the Ministry of Science, Education and Sport? It is only 

an example how partner institutions are just listed without any real role in implementing the 

―projects‖.  

Example 2: Two overlapping ―projects‖: 

 Entrepreneurship of targeted groups (young people, start-ups, disabled people) 

 Women entrepreneurship (goal: to increase the involvement of women in entrepreneurship) 

What about a young disabled woman wanting to start a new business, in which group does she 

belong?  

Example 3: Two overlapping ―projects‖:  
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 New cooperative (goal: to develop cooperative entrepreneurship and a qualitative increase in 

the number of cooperatives) 

 Competitive cooperative (goal: to support the connection of small manufacturers into 

cooperatives and developing a cooperative product) 

What is the difference and does it mean that new cooperatives should not be competitive ones? 

Institutional arrangements for delivering policy and programmes 

Using definitions of policy and programmes, the only policy document is the Strategic 

Development Framework for 2006-13, in which entrepreneurial climate (Ch. IX), regional 

development (Ch. VI) and the new role of the state (Ch. XI) are specifically identified as areas of 

special policy interests. The document was developed by the Central Office for Development Strategy 

and Coordination of EU Funds, using contributions from several ministries (among others the Ministry 

of Economy, Labour and Entrepreneurship). The draft document was discussed with several 

stakeholders, for example the Croatian Competitiveness Council, Croatian Chamber of Economy, 

Economic and Social Council, Croatian Employers‘ Association, Confederation of Trade Unions; 

Government Office for Social Partnership, National Foundation for Civil Society Development, 

Government Office for Cooperation with NGOs, Association of Innovators, Association of Small and 

Medium Enterprises, Association of the Unemployed of Croatia and many others. Regional voices 

were not heard in this process. Nevertheless, it is a good example of how to build ownership of such 

policy documents, but it also raises the expectation that all those stakeholders will act on developing, 

revising or connecting their policy documents/activities with this master document. In the case of 

building policy environment for promoting entrepreneurship in Croatia it is not yet visible 

(specifically looking at the documents of the MELE and Ministry of Science, Education and Sport).    

―Projects‖ (programmes) planned in the MELE‘s Operational plan 2007 are result of the MELE‘s 

activities. The majority of them will be delivered through the MELE, while only three will be 

delivered through HAMAG.  

Over the last few years, there have been several occasions which discussed institutional 

arrangements for delivering policy and programmes focused on entrepreneurship and SMEs, 

especially at annual monitoring meetings focused on the implementation of the European Charter for 

Small Enterprises, as well as at presentations of GEM survey results. Also, the survey of Small and 

Medium-sized Enterprises Development (2004)
12

 confirmed the lack of institutional infrastructure for 

policy design and too much implementation of activities on the side of the MELE. In all those 

situations, it was emphasised that MELE should be more focused on policies, and HAMAG and other 

agencies including regional development agencies on programmes, but still there are no visible results. 

The questions raised were if the MELE has capacity to deal with policy issues or not, and if the 

HAMAG has capacity to deal with programmes or not. Lack of political will, leadership and qualified 

staff could be reasons as to why such profiling has not yet happened. There are some indications 

which can be used to justify this conclusion:  

 There is no enterprise policy or industrial policy in Croatia. This was also identified by the 

working group for preparing negotiations with the EU regarding the Chapter 20 

Entrepreneurship and Industrial Policy (October 2006);  

                                                      
12

 Singer, S. and B. Lauc (2004), Small and medium-sized enterprises development: Croatia, under the specific 

grant agreement RELEX I-2 190202 REG 4-14, CEPOR. 
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 The Programme for promoting SMEs for 2004-2008 is considered as a basic strategic 

document for enhancing the entrepreneurship capacity of the country and SME sector in 

Croatia, but it was never up-dated using inputs from a variety of documents available in the 

same period. These documents include the Croatian Strategic Development Framework 2006-

2013 as well as many EU documents, like Entrepreneurship in Europe (green paper) and EU 

Financial Framework 2007-2013, as well as inputs from surveys like Doing Business 

(administrative framework), Croatian Competitiveness Council (competitiveness), 

International Transparency (corruption), and Global Entrepreneurship Monitor 

(entrepreneurial environment);  

 HAMAG was established as an implementing agency in 2002, as a result of transforming the 

former Croatian Guarantee Agency, which was established in 1994. But, HAMAG still only 

operates programmes for the certification of consultants and guarantee programmes for 

government loan programmes.
13

 

Conclusions
14

   

Before developing conclusions related to policy environment for promoting entrepreneurship in 

Croatia, especially in light of strengthening entrepreneurship, innovation and economic development 

at local level, a summary of selected findings from the GEM survey will be presented: 

Croatia is better in an international context 

There are four important conclusions about the entrepreneurial activity of Croatia in 2006: 

1. There is good news about moving away from the lower end of the scale of GEM 

countries, with 2005 progress regarding the TEA index reinforced in 2006. Further 

intensification of entrepreneurial activity has continued in 2006 and Croatia was ranked 

18
th
 out of 42 countries, with a TEA index of 8.58. 

2. The motivation index, i.e. the TEA Opportunity to TEA Necessity ratio, is an important 

indicator of the entrepreneurial capacity of a country. While in 2005 Croatia was the only 

GEM country with a motivation index below 1 (which shows that there are more 

entrepreneurs who have started entrepreneurial activity out of necessity and not because 

it had been their choice based on a perceived opportunity), the motivation index was 1.16 

in 2006, which shows a significant reversal, but is still way below the GEM average of 

6.06. 

3. Rate of ―maturity‖, which concerns the transition to the status of established 

entrepreneur, with entrepreneurial activity longer than 42 months, is still far from the 

GEM average (Croatia 0.48; GEM countries 0.81). 

4. Entrepreneurial activity in Croatia as compared to other European nations provides 

important data for policymakers designing policies and programmes. In comparison with 

the average of the 16 European Union member countries involved in GEM research, 

                                                      
13

 According to the web-site www.hamag.hr (19.09.2007) the last and only report is for the year 2003. The web-

site is not a sign of a vibrant implementation agency. 

14
 Based on Croatia GEM 2006 Report. 

http://www.hamag.hr/
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Croatia has the highest level of the TEA index but also the highest level of TEA 

Necessity and only four countries have less ―established‖ entrepreneurs. 

Number of enterprises with growth potential remains low 

GEM research describes growing enterprises and their use of new technologies, innovation in 

new product development, exposure to competition, and capacity for new employment. Compared to 

similar medium level economies (in terms of GDP per capita), Croatia has more enterprises that invest 

in new technologies. This gives hope that investing in technology will soon pay off through the 

creation of new or innovative products, although this is not the case as yet. 71% of new enterprises and 

70% of established ones have products that are new to no-one, while in the cluster of medium 

developed countries, this is the case for 51% of new entrepreneurs and 63% of established 

entrepreneurs. While 2005 was the year in which expectation of new employment grew strongly in 

relation to previous years, in the category of enterprises with 20 and more employees expectations 

remained unchanged in 2006. 

Regional distribution of entrepreneurial activity in Croatia 

In the 2002-06 period, regional differences in entrepreneurial activity significantly decreased, due 

to the strengthening of entrepreneurial activity in Slavonia and Baranja, Lika and Banovina, and 

Northern Croatia. However, the difference in the motivation index still indicates significant 

differences in entrepreneurial capacity, because Slavonia and Baranja and Lika and Banovina are the 

only two regions with a motivation index lower than 1. 

Entrepreneurial environment in Croatia is becoming better 

In 2006, all the components of entrepreneurial environment received higher grades than in 2005. 

As in 2005, only two components received grades above 3, but at least these grades are higher than the 

previous year: 

 Access to physical infrastructure (3.75 in 2006, 3.35 in 2005). 

 Openness of the internal market - speed of changes (3.47 in 2006, 3.05 in 2005). 

The lowest graded components of entrepreneurial environment, which still place Croatia at the rear, 

are: 

 Openness of the market – administrative barriers, 35
th
 place out of 37 countries. 

 Commercial and professional infrastructure, 31
st
 place out of 37 countries. 

 Cultural and social norms, 30
th
 place out of 37 countries. 

 Transfer of research and development, 24
th
 place out of 37 countries. 

Policies and programmes enhancing entrepreneurship are still not consistent 

 Government policies are not consistent and not linked to each other. 

 There are many fragmented programmes, without priorities. 
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 There are no systematic and transparent evaluation mechanisms for programmes and 

policies. 

Bearing in mind that these findings are consistent with many others (Croatian Competitiveness 

Council, Doing Business etc.), and also repeating themselves over the last few years, conclusions 

should be focused on WHY identified obstacles have not been addressed more efficiently. Following 

this, suggestions should be made on political will, leadership and qualified (knowledgeable and 

skilful) staff throughout all institutional structures (ministerial level, national implementing agencies, 

local governments and regional development agencies, institutional support infrastructure). 

The reason why policies enhancing entrepreneurship are still not consistent and not linked to each 

other probably lies in the traditional vertical structure of the government, where horizontal 

communication is not efficient. However, a more substantial reason for inconsistent policies is lack of 

knowledge on what policies are and how to develop them. Too much politicisation instead of 

professionalisation prevents opening the process of developing policies to different stakeholders. On 

the other side, a lack of policy activities in the MELE is compensated with being too busy with many 

overlapping programmes. This contributed to the situation whereby HAMAG could not profile itself, 

because the majority of activities for implementing programmes stayed with the MELE. In situations 

where policy does not exist, all programmes have the same priority. As a result, programmes focused 

on enhancing innovation, for example, were lost among 30-40 other programmes.  

Suggestions for increasing the entrepreneurial capacity of Croatia 

There are only two suggestions, based on the surveys and documents analysed: 

 To focus on blank spots and missing links identified by Global Entrepreneurship Monitor 

surveys, especially on education, transfer of research and development into the business 

sector (improving capacity to deliver R&D and absorption capacity of business sector), 

elimination of administrative barriers, development of high quality business development 

services and better profiling of commercial and professional infrastructure supporting the 

SME sector to enable its actors to cooperate in delivering the high quality services needed by 

SMEs.  

 To implement an Open Coordination Method on all levels, from central to local government. 

In order to make this feasible, executive programmes for participants in this process would 

need to be organised. These should focus on two issues: understanding special features of 

SMEs and being more comfortable with the differences between policy and programmatic 

activities. This would help in building the necessary institutional infrastructure at central 

government level (ministries, agencies) as well as at local government level (local 

government, regional development agencies, implementers: centres for entrepreneurship, 

business incubators, business zones). 
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POLICIES FOR MODERNISING AND DIVERSIFYING EXISTING SMEs AND 

SUPPORTING THEIR INTERNATIONAL COMPETITIVENESS 

by David Crichton 

This paper draws together the findings and conclusions of a study visit to Croatia undertaken in 

May 2007 on behalf of the OECD and USAID. The overall purpose of the visit was to review policies 

for supporting entrepreneurship in Croatia, and to make recommendations on policy at national, 

regional and local level. The particular component of the review covered in this paper is the issue of 

modernising, diversifying and internationalising the existing SME base of the country. 

The paper is structured into four main sections: 

1. Introduction and general impressions 

2. Current policy approach in Croatia: strengths and weaknesses 

3. Policy recommendations 

4. Learning models 

Introduction and general impressions 

The underlying premise in this part of the review is that a more modern, diversified and 

internationally competitive SME base will benefit the Croatian economy by improving its growth, 

employment, investment and balance of trade prospects. Arguments in favour of developing the 

existing SME base include: 

 Established SMEs tend to achieve higher levels of growth than new starts or micro-

businesses. 

 As they grow, their participation in wider national and international markets increases, 

generating additional GDP for their local economy. 

 A pattern of growth and sustainability makes the attraction of additional finance more likely, 

thus creating a virtuous circle of growth and investment. 

 Growing SMEs generally employ higher levels of management and technical skills, creating 

higher incomes and building a bigger pool of talent in the local economy. 

 They also tend to demonstrate higher levels of product innovation and new technology 

adoption. 
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Designing policy interventions that make a meaningful difference to the performance of existing 

SMEs represents particular challenges. These include: 

 Identifying SMEs with real growth potential. The public sector is not generally adept in 

―picking winners‖, and must often rely upon such SMEs presenting themselves for advice 

and support. 

 Designing an appropriate package of support. As SMEs grow and diversify, their support 

needs become both more complex and more specific to their particular markets and products. 

This requires a greater level of sophistication and coordination from public sector support 

than is the case in new start promotion, for example. 

 Reacting quickly enough. Higher growth SMEs tend to be more opportunistic and faster 

moving. The constraints of good public sector governance and accountability make it 

difficult to provide the speed of response required. 

 Identifying the real impact of policy and support. As SMEs grow and diversify, their 

performance becomes dependent on a wider range of factors of which public intervention 

represents only one, often marginal, element. Evaluating impact and minimising deadweight 

therefore become increasingly difficult. 

Good practice in SME growth policy therefore tends to be characterised by a range of factors: 

 A supportive macroeconomic, fiscal and legal context that provides the confidence necessary 

for SMEs to bear the additional risks associated with growth. 

 A clear, detailed understanding of the local SME base which enables identification of where 

the growth potential lies and what the actual support needs are. 

 Careful design and targeting of interventions, tailored to the specific needs of the SMEs 

involved. 

 Delivery by skilled practitioners who understand the dynamics of SME development, and 

can win the trust and confidence of the entrepreneurs involved. 

 Effective coordination of interventions from all of the relevant public agencies involved, 

providing an efficient, seamless service for SMEs. 

These are challenging criteria, and few of even the most developed countries or regions could 

reasonably claim to meet them all. In the context of Croatia‘s recent emergence from state control and 

regional conflict, they represent especially high hurdles. Any assessment of current policy therefore 

needs to be sensitive to the country‘s recent economic and political history. 

The general impressions that emerged from the study visit and that reflect this recent history are: 

 An SME sector that is at a very early stage of development, in which the opportunities for 

growth and internationalisation remain understandably limited. 

 A policy environment that is very driven by the EU accession process, generating 

considerable activity and resource but not necessarily matching the specific needs of high-

growth SMEs. 
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 A package of policy measures that include most of the interventions generally relevant to 

SME growth, but not yet operating in a consistent or integrated way. 

 A support infrastructure that contains many talented people and impressive agencies, but is 

similarly not yet operating in a coherent or integrated way. 

Current policy approach in Croatia: strengths and weaknesses 

The SME sector 

The overall scale and contribution of the SME sector in Croatia is relatively well documented. 

There were around 68 000 registered SMEs in the country in 2006. This represented 99% of all 

registered companies, and their employment amounted to around 424 000 people: 53% of the 

employed population. In addition, the crafts sector comprised a further 105 000 people in self-

employment, in turn employing an additional 145 000 workers. 

Overall, therefore, the small business sector accounted for over 65% of total employment in 

Croatia in 2006. It contributed 55% of national GDP, 27% of exports and 38% of total assets. SMEs 

are clearly a significant sector within the national economy and policies to support them are an 

obvious, legitimate component of national economic strategy.
15

 

As described in the previous expert‘s contribution, the results of the 2006 Global 

Entrepreneurship Monitor revealed some additional features of how the SME sector in Croatia is 

performing: 

 the level of business start-up grew significantly between 2002 and 2006; 

 the motivation for setting up in business remains, however, predominantly necessity- rather 

than opportunity-based; 

 the survival rate of new businesses also remains low; and 

 the proportion of businesses that exhibit growth potential is also low. 

There is therefore evidence of a large and growing SME sector in absolute terms. But the 

evidence also suggests that the survival and growth potential of the sector remains limited, with 

insufficient SMEs displaying the characteristics of high growth, modern, diverse and international 

businesses. The ―pipeline‖ of SMEs from start-up to high growth is a narrow one, with few businesses 

travelling through it to become genuinely high growth contributors. 

SME policy framework 

During the study visit, discussions were held with policy makers and practitioners at a number of 

levels: central government and its agencies, regional and local agencies, and business organisations. A 

very full range of policies and programmes were identified during those meetings, and an analysis of 

strengths, weaknesses, opportunities and threats is presented below. 

                                                      
15

 Figures provided by the Croatian Chamber of Economy 
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Strengths and opportunities 

There are many positive aspects of the current situation that provide a good platform for future 

development. Notable strengths include: 

 A clear recognition amongst policy makers and practitioners of the need for modernisation, 

diversification and internationalisation. There is no complacency or lack of ambition, and no 

evidence of cultural or political barriers to growth aspirations. 

 An understanding of the range of interventions that is appropriate for SME growth. Policy 

makers and development agencies have already identified the types of policies that are used 

in most other developed economies: specialised property infrastructure, managed workspace, 

strategy and market planning, international collaborations, management and technical skills 

training, R&D linkages with research and education institutions.  

 A wide range of development agencies are already in place and active. At national, regional 

and local level there are a number of departments and agencies providing support to the SME 

sector. This is providing many opportunities for contact with SMEs, and for refining the 

range and quality of support measures. 

 Similarly, there is a growing cohort of skilled and talented practitioners working in the field 

of SME development at national, regional and local level. They have developed good 

experience in running support programmes and in meeting the accountability requirements of 

international and government funding sources. 

Alongside these strengths, a range of opportunities are evident: 

 There are a number of sectors where the scope for modernisation, diversification and 

internationalisation is already strong: ICT, tourism and precision metal work for example. 

 The range of programmes and interventions already in place provides an evidence base that 

should enable evaluation of what works most effectively. Initiatives are already under way in 

areas such as financial support for SMEs, loan and export credit guarantees, innovation 

support, management training and advice, and export promotion. These can now be reviewed 

in the light of experience to identify what has worked best.  

 Similarly, the range of development agencies already active provides an opportunity to 

measure the relative impact of national, regional and local interventions and to refine the 

skills required amongst practitioners for effective delivery. 

Weaknesses and threats 

The visit also however revealed a number of weaknesses in the current approach: 

 There is insufficient understanding of the structure and dynamics of the SME sector. Whilst 

national data do exist on broad indicators such as the number of SMEs and their regional and 

sectoral distribution, this does not enable delivery agencies to identify those SMEs in their 

areas with the best growth potential. Interventions cannot therefore be targeted in the most 

cost-effective way. 
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 The origins and motivations for setting up in business remain largely related to need rather 

than opportunity, and local rather than international markets. As a result the ―pipeline‖ of 

SMEs with genuine growth potential is a narrow one, making it all the more important that 

those SMEs can be identified more quickly and accurately. 

 Interventions in support of SME growth are almost entirely driven by pre-defined 

programmes, largely funded by international donors such as the EU. Whilst these bring 

welcome resources and activity, their delivery primarily requires strong administrative skills 

to meet the governance criteria of the donors. This does not necessarily match the more 

flexible and entrepreneurial requirements of supporting fast growth SMEs. 

 Whilst there is a wide range of both interventions and delivery agencies, the connections 

between them are not yet well enough developed. As a result, the route into support for 

SMEs can be confusing, time consuming and bureaucratic. Also, this increases the 

probability of overlap and inconsistency in how the range of agencies operates. 

 Similarly, the scope to link SME growth policies with other economic development 

interventions is not yet being exploited. Examples of such links are the potential to link FDI 

attraction with development of the local supply base, or the opportunity to steer more 

university-based R&D activity to the innovation requirements of progressive SMEs. 

 There appears to be very little evaluation of the impact of interventions. Best practice is 

therefore difficult to identify and to build upon. 

Given these weaknesses, a number of threats to future SME success are evident: 

 Without a proper, detailed understanding of the SME base, SMEs with growth potential may 

not be identified by support agencies and will not receive the appropriate assistance on a 

timely basis. 

 Without effective integration and consistency in support measures, SMEs may not believe 

that the delivery agencies are either accessible or relevant to their needs. 

 A lack of evaluation will lead to waste and inefficiency in the use of public sector resources 

for SME support. 

Examples of good practices in Croatia 

In the course of the visit, a number of good examples were identified. For example, the BICRO 

organisation was founded by the Croatian government in 1998 and has the specific purpose of 

increasing the competitiveness of SMEs. Its primary focus is on technology development, and it aims 

to improve links between SMEs and the national research base. Its objectives include 

commercialisation of research, knowledge transfer from science to business, establishment of 

knowledge-based companies, promotion of a venture capital industry and improvements in the 

technology infrastructure. It is a small organisation, operating from Zagreb with 16 staff. Despite its 

principal focus on technology, BICRO also accepts that growth-oriented SMEs can come from more 

traditional sectors as well, for example mechanical engineering. 

Aspects of its operation that made it stand out as a good example included: 
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 its key staff have worked in the commercial sector at home and overseas, and have an 

impressive grasp of the dynamics of business growth; 

 its recognition that success in delivering its objectives requires an inter-disciplinary 

approach, with strong project management skills; 

 its clear criteria for identifying and supporting SMEs with growth potential: quality of 

management in particular; and 

 its recognition of the need to improve the management and impact of technology centres and 

parks, to make them genuine centres of innovation rather than simply managed workspaces. 

A good example with quite different characteristics is the Azra local development agency in 

Varaždin. Azra was established by the county authorities in 2005. It has 31 staff and supports SMEs in 

a number of ways: business planning advice, market entry, project preparation, meeting EU funding 

requirements and business networking. Its remit from the local authorities is to take a very broad 

approach to local economic development, with social and community objectives alongside its business 

development role. Over time, this breadth may cause dilution of effort but at this relatively early stage 

it is enabling a mix of approaches to be tested and broad political support to be maintained. Strong 

aspects of its work to help grow SMEs included: 

 a clear underpinning strategy, based on careful analysis of the regional economy; 

 clear identification of where best SME growth potential currently lies in the area, for 

example in organic foods, tourism, skilled metal work, ICT and software; 

 an ability to work closely with individual SMEs and groups of SMEs to develop growth 

opportunities, for example through collaboration on marketing or through helping to 

establish machinery rings; 

 a patient commitment from local politicians and officials, recognising that success will 

require continued public subsidy over an extended period; and 

 energetic and committed staff with a strong, experienced leader. 

At national level, there was good evidence of an innovative and increasingly coordinated 

approach to tourism development. A number of organisations are involved in tourism promotion: the 

national government through the Ministry of the Sea, Tourism, Transport and Development; regional 

and local development agencies, international donor agencies such as USAID; and private bodies such 

as the National Association of Small Family Hotels. This diversity runs the risk of a fragmented 

approach with poor coordination and inconsistent policies. But the Ministry and the other agencies are 

committed to ensuring a coordinated approach. This is characterised by: 

 a clear national strategy, with specific targets, selective priorities and an emphasis on 

coordinated delivery; 

 linkages between national, regional and local strategies; 

 recognition of the need to build on existing strengths (coastal tourism), while developing 

new tourism products (wine trails, upgraded accommodation, FDI attraction); 
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 well targeted financial support programmes; and 

 recognition of the need to improve ―soft‖ skills, such as customer service, alongside the 

physical tourism product. 

Policy recommendations 

Based on the analysis of strengths, opportunities, weaknesses and threats, five main policy 

recommendations are made below, covering: 

 analysis of the SME market; 

 evaluation of policies and programmes to date; 

 improved links with other policy areas; 

 outsourcing opportunities; and 

 local clustering opportunities. 

Analysis of the SME market. One of the main impressions from the visit was of a wide range of 

activities and interventions made in support of the SME sector. Mostly, these activities appear to be 

―supply-driven‖, i.e. they reflect the knowledge and capacities of those agencies delivering the service. 

There was much less evidence of ―demand-driven‖ policies, reflective of the identified needs of SMEs 

themselves and tailored to their individual circumstances. Demand-driven policies are more likely to 

achieve the results sought and to provide a cost-effective use of public funding. 

In order to design more demand-driven interventions, it is necessary to understand the needs and 

opportunities of the SMEs being targeted. On a quantitative level, there is a reasonable understanding 

of the SME sector in Croatia in terms of its scale, structure, geographic and sectoral distribution. There 

is less understanding of the structure of the SME sector in terms of its growth potential, the specific 

constraints on growth that it faces, and the types of support most likely to mitigate these constraints. 

Gathering such information requires direct contact with SMEs, and it is recommended that a series of 

surveys are undertaken at regional and local level. 

A similar survey design should be used in each local area, to enable collation and comparison of 

results at national level. However management of the surveys by appropriate local development 

agencies would help increase response rates by exploiting affinity with the SMEs local area. It would 

also help the local agency itself to understand the benefits of a more targeted approach. 

The surveys would involve a combination of face to face and telephone interviews and postal 

questionnaires. Depending on the size of the SME sector in each area, returns from 5-10% of local 

SMEs should be sufficient to establish the pattern of need and demand for policy support. Questions 

would include issues such as: market performance and potential; product development; management 

and workforce skills; growth aspirations; constraints on growth. The information collected can then be 

used to ―segment‖ the market for SME support, and in particular to identify the types of local SME 

most likely to achieve growth through modernisation and diversification. It can also be used to help 

design policies and projects aimed much more specifically at those SMEs, and therefore more likely to 

be effective in enabling growth. The surveys should also identify how SMEs would prefer to have 

support delivered, for example through one-to-one support from advisors, through group programmes 

or through web-based services. 
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Better information on the requirements of client SMEs will also enable Croatian national and 

local agencies to influence the design of support available from EU and other donors. It will provide a 

means by which those donors can tailor their standard programmes to the specific circumstances of the 

SME sector in Croatia. 

Evaluation of programmes and policies to date. The wide range of programmes and policies 

being delivered to the SME sector has been acknowledged earlier in the report as strength, reflecting a 

high degree of commitment to the objective of encouraging growth. Over time, however, it is 

important to become more selective in the programmes being delivered, homing in on those which can 

be shown to achieve the greater benefits. It is also important to make support as accessible as possible 

to the SMEs themselves. A plethora of overlapping or inconsistent policies is likely to discourage 

participation by the SMEs that they are intended to support. 

It is recommended therefore that a series of evaluations be undertaken of the range of SME 

support policies currently being delivered at both national and local level. This will involve measuring 

outcomes against original objectives, and comparing outcomes across different programmes. In order 

to identify the impact of policies at the level of individual SMEs, it will generally be necessary to talk 

directly with client businesses in order to establish how they have benefited from support. In order to 

avoid ―survey overload‖, it should be possible to incorporate evaluation questions into the market 

surveys recommended earlier. SMEs could be asked about their take-up of support so far, what actions 

they took in response to it, and how those actions improved their growth potential and performance.  

The results of the evaluation work can be used to refine the range of support measures, 

concentrating on those with the highest impact and simplifying access for the SMEs themselves. 

Improved links with other policy areas. As the BICRO example has already shown, success in 

achieving a more innovative and internationally competitive SME sector will require a multi-

disciplinary approach. We identified, as did many interviewed partners during the visit, a lack of 

connection across policy areas. In order to create a more supportive environment for SME growth, 

better connections across policy areas will be required. Two particular areas where improved links 

could be effective are with FDI policy and with R&D policy. 

Success in attracting FDI to Croatia creates a potential new source of demand for goods and 

services locally. For example, a major new tourism investment has potential spin-off benefits for local 

suppliers of food and drink, souvenirs, leisure activities, transport and distribution services, etc. Most 

global companies investing overseas will have their own well-developed international supply chains 

with established quality standards. Local suppliers may not be essential to their success. It therefore 

requires additional effort by local SMEs and enterprise agencies to make those connections. Once 

successfully made, however, the SMEs can benefit not only from the immediate market potential but 

from an overall increase in quality and skills that will improve their ability to compete on a wider 

basis. 

A key element in successfully making a productive connection between FDI and local suppliers is 

to intervene early in the process, as the investment is being considered and made rather than after the 

event. The international investor needs to have the confidence that local supply capability can be 

developed, and will need to be directly involved in advising and training local SMEs. Similarly, the 

SMEs will require time to develop the service levels and skills demanded. If the connection is made 

only retrospectively, the investor will already have activated their established supply chains and it will 

be all the more difficult for local SMEs to break into that process. International investors generally 

expect to be asked to take part in local supplier development as part of their incentive package, so this 

approach need not put Croatia at a competitive disadvantage in attracting FDI. 
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Another key policy connection necessary on behalf of SMEs is with the R&D infrastructure in 

universities, colleges and research institutions. Small companies with growth aspirations will generally 

be able to identify for themselves where they need product or process improvements. But they may not 

have the detailed technical knowledge or time to develop these on their own. Improved connections 

with sources of technology innovation will be required, along with a greater degree of market and 

business orientation from the relevant institutions. Policies in this area are covered elsewhere in this 

report, but it is important to emphasise here just how vital they are to SME policy. 

Outsourcing opportunities. The potential for some SMEs to modernise and internationalise 

through providing an outsourcing service to international companies was highlighted on a number of 

occasions during the visit. For example, we spoke with a software business operating from the DAN 

technology park in Varaždin that was providing such a service to a German customer. Similar 

potential was also identified for other sectors, for example the precision metal casting and die 

manufacturing sector. 

Outsourcing provides an opportunity to work very closely with an overseas customer, improving 

the quality of local products and services, gaining an entry point into export markets and developing 

local management and technical skills, while benefiting from a steady revenue stream. There are 

potential disadvantages of course, in terms of dependence on one or two large customers and over-

specialisation on those customers‘ technical requirements. But on balance, the approach offers a ―fast 

track‖ to product innovation and exporting. 

We therefore recommend that the potential of an outsourcing initiative be examined in more 

detail through a feasibility assessment. This could initially focus on one or two sectors considered to 

offer the best potential, such as ICT and metals. The market opportunity should be measured, specific 

potential customers identified, technical requirements determined and local capacity measured. Any 

barriers to market entry would be identified, and support provided to address these. Such support may 

involve help with R&D to enhance technical capacity, financing or guarantees to support market entry 

costs, management and workforce training towards meeting customer requirements, or legal support to 

ensure adequate contract protection. 

The feasibility work could be undertaken under the auspices of HAMAG in collaboration with 

relevant local enterprise agencies in areas where the sectoral potential is highest. There may also be a 

role for the Chamber of Commerce in supporting the initiative through export promotion and trade 

exhibitions. 

Local clustering opportunities. Most development agencies worldwide have adopted clustering 

as a model for their industry interventions. Most have also identified a similar mix of industries on 

which to build clusters, for example life sciences, ICT and semiconductors. As a result, the overall 

concept has been diluted and does not offer the competitive advantage that it was initially intended to. 

Nevertheless, it can work well in specific circumstances and this is often the case where the 

cluster is built upon a well established natural resource or industrial capability. The Scottish forest 

industries cluster is an example of this, and is presented as a learning model later in this report. In the 

case of Croatia, there are a number of similar examples that offer potential for a cluster approach at 

regional or local level. This is already developing with boatbuilding in Istria. Other possibilities 

identified during the visit were organic food and drink, and bio thermal energy.  

These opportunities could be best exploited at regional and local level, beginning with systematic 

audits of the SME base in the selected sectors and its links with the local education and technical 

infrastructure.  
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International learning models in OECD countries 

Scottish Forest Industries Cluster (SFIC) 

Description of the approach 

The SFIC was launched in 2001 by Scottish Enterprise (SE) and Highlands and Islands Enterprise 

(HIE). It brought together the existing forest industries supply chain (timber growers, primary and 

secondary processors, contractors and management agents, education and research institutions) with 

relevant public sector and environmental bodies, including the state forest service, the Forestry 

Commission. SE initially undertook a cluster analysis, identifying the scale, structure and performance 

of the forest industries and their development potential. The industries employ around 20 000 people 

directly in Scotland and another 40-50 000 indirectly. Much of this employment is in rural areas, 

where alternative employment opportunities are limited. 

SE supported the initiative with a significant budget commitment of an average £1mn per annum 

and an executive team of 4-5 full time equivalents. There is a leadership group chaired by an industry 

representative, and comprising senior executives from businesses within the industry (predominantly 

SMEs), from public agencies, environmental bodies and education institutions.  

A wide range of activities has been undertaken through the SFIC, including: 

 efforts to attract FDI; 

 business development support for local SMEs; 

 support for R&D activities; 

 establishment of centres of research and education; 

 market and feasibility studies to explore industry issues; 

 conferences, seminars and events; and 

 regular newsletter and annual reports. 

Rationale 

The principal rationale for the approach was that timber planting in Scotland from the mid-20
th
 

century onwards had created a huge natural resource that offered potential for exploitation and added 

value within the country. There was insufficient processing capacity within Scotland to exploit this 

resource, in which case it would simply go unharvested or be exported for processing elsewhere, with 

little contribution to Scottish GDP. By building a more vibrant and integrated cluster, the conditions 

for new processing investment would be improved. A secondary rationale was that the timber resource 

and much of the existing processing investment was located in rural and remote areas of the country, 

where the economic base was much more fragile. The forest industries therefore provided an 

opportunity for additional rural investment and employment. 

Relevance to Croatia 

Croatia has a significant timber resource base but with only a limited amount of local processing 

capacity, as was the case in Scotland. There is interest from overseas investors, for example from Italy, 

in investing in processing. Croatia is already represented in the relevant EU forums for the timber 

industry, for example the forest technology platform. There are therefore a number of elements in 

place, including the natural resource base, some local processing capacity and interest from foreign 
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investors, which suggest that a more coordinated effort to promote and develop the industry would be 

worthwhile. 

Reasons for success or failure 

The SFIC has been subject to independent evaluation which reached positive conclusions on its 

impact. A number of success factors were identified:  

 the long term commitment of significant public sector funding; 

 the deployment of a significant, stable executive team over period of years; 

 the active engagement of senior industry representatives through the leadership group; 

 effective sharing of knowledge and good communication of the cluster‘s work; and 

 demonstrable, practical outcomes in terms of new projects in, for example, R&D, workforce 

training, e-business, transport logistics. 

Obstacles faced and quality of response 

The forest industries are of relatively small scale within the Scottish economy, and it was initially 

difficult to secure full support and attention from political leaders and from the wider public sector. 

The commitment of resources over a period of 4-5 years, the evidence of practical outcomes, effective 

communication and a growing interest in climate change and sustainability issues all helped alleviate 

this. 

There was initial scepticism from the industry regarding the value of public sector intervention. 

This was gradually overcome through giving the industry a leadership role, showing a commitment 

over the long term, demonstrating practical outcomes and communicating well and regularly.  

The forest industries are traditionally fragmented across a complex supply chain, making it 

difficult to achieve coherent representation and opinion. The SFIC supported the formation of a single 

industry trade organisation, which helped achieve a stronger voice for the industry and which will in 

time assume the leadership responsibility for SFIC from the public sector.  

Considerations for successful adoption in Croatia 

To successfully adapt a similar approach in Croatia will require: 

 Central government recognition of the opportunity to increase investment and added value 

from the country‘s timber resource. 

 The involvement of local development agencies in areas with timber resources, able to work 

with local growers and processors. 

 The involvement of the industry itself in a coherent, active way. 

 The setting of clear targets for the initiative, e.g. on FDI attraction, new processing 

investment, and additional employment creation. 



Policies for modernising and diversifying existing SMEs and supporting their international 

competitiveness 

54 

 The commitment of executive resources to ensure coordination, communication and 

delivery. 

Contact details: 

Web-site: www.forestryscotland.com  

Nova Scotia Business Inc. (NSBI) 

Description of the approach 

NSBI is the publicly-funded business development agency for the province of Nova Scotia in 

Canada. It is an example of a regional agency working within a national policy context set by the 

federal government of Canada, but also working in collaboration with a number of more locally-based 

agencies within the province itself.  

NSBI was established in 2001, and has an annual budget of around $Canadian30mn. It is 

accountable to the provincial government of Nova Scotia, but operates as an arms-length agency with 

its own staff (many of whom have experience in the commercial sector) and a private sector-led 

Board. It was set up following publication of an economic growth strategy for the province and its 

primary focus is very much on attracting and supporting growth-oriented SMEs in the region. Its 

services include: 

 Business advice to SMEs, through a team of in-house business advisors, covering financial 

and business planning. 

 Market intelligence and contacts to increase SMEs‘ export potential, such as market 

research, customer searches, exhibitions and missions. 

 Funding, including loans and venture capital, to support business expansion. 

 Marketing of Nova Scotia as a location for FDI, including administration of investment 

incentives. 

NSBI‘s reported achievements in 2006 include: over 3 500 jobs created and maintained; $124 mn 

additional income for the regional economy; and almost $60 mn additional export sales. 

Rationale 

The distinctive feature of NSBI is its very specific focus on supporting growth-oriented SMEs 

through initiatives to encourage innovation and internationalisation. This clear focus is unusual 

amongst regional development agencies, which often have a wider remit. Whilst it also has 

responsibilities for FDI attraction, these are closely linked with NSBI‘s work in SME growth, 

encouraging links between the two and a more open approach to development of the SME base. 

This concentration of effort was the result of a deliberate decision by the Nova Scotia provincial 

government to create a highly specialised agency, with private sector leadership and a strong 

commercial focus. NSBI replaced earlier, more generalised approaches that sat within the provincial 

government. Whilst NSBI is expected to work with other development agencies, it retains this clear 

focus and priority. 

http://www.forestryscotland.com/
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Relevance to Croatia 

The Nova Scotia region has a population of just over 900 000. Around 30 000 of its 32 000 

registered businesses employ less than 50 people, so the SME base is crucial to the regional economy. 

That economy was traditionally dependent upon natural resource sectors: fishing, forestry, agriculture 

and mining. As these declined, it became essential to modernise and diversify the economic base, both 

through encouraging innovation within the traditional sectors and through building a presence in 

newer sectors such as tourism, technology, media and financial services. This requirement for both 

modernisation and diversification therefore matches the needs identified within Croatia, at both 

national and regional levels. 

Nova Scotia is also characterised by the range of agencies involved in trying to support SME 

growth: federal agencies working across Canada, provincial agencies such as NSBI itself, and more 

local agencies, often with wider social and community objectives. NSBI is an example of establishing 

a specific role and specialism within a complex overall structure, whilst aiming to work in 

collaboration with other elements of that structure. 

Reasons for success or failure 

There are a number of positive features of NSBI that have contributed to its success: 

 The private sector has a strong stake in its success, through representation on its Board. 

 Its business advisory staff has largely been recruited from the commercial sector, bringing 

experience and credibility. 

 It has a very distinct focus on SME growth with no wider, and potentially conflicting, 

objectives. 

 It has recognised the importance of local knowledge and access, placing its advisors 

throughout the region, often co-located with more local development agencies. 

 It takes a very pragmatic approach to prioritisation: growth is recognised to be possible from 

traditional sectors as well as from new sectors. 

 It takes impact evaluation seriously, monitoring in particular the trend in average income 

levels from the jobs that it supports. 

Obstacles faced and quality of response 

The key challenge in establishing NSBI initially was to win political acceptance within the 

provincial government for devolving budget and responsibility to an arms-length, private sector led 

agency. This was a controversial issue, and required strong political leadership and a clear, overall 

economic rationale to resolve it. 

Alongside that, difficult decisions had to be taken in terms of staffing NSBI, to ensure that there 

was sufficient commercial skill and experience in the new agency. This required redeployment of 

many of the previous government-employed staff, and the recruitment of new people, including a chief 

executive, from the private sector. Whilst difficult at the time, it has been played a crucial part in 

building the impact and credibility of NSBI. 
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NSBI operates within a complex organisational environment, with a range of more locally based 

development agencies that also provide business support services. It has resolved this through 

encouraging those agencies to identify and introduce to NSBI SMEs with growth potential, using their 

local market knowledge and contacts. Also, NSBI has also co-located many of its business advisors 

with such agencies to help improve consistency, coordination and local credibility. 

Considerations for successful adoption in Croatia 

Providing a relevant, effective and credible support service for growth-oriented SMEs requires a 

very specific focus and a strong commercial understanding. With the exception of the BICRO 

example, few of the interventions identified during the study visit could demonstrate this. To adapt the 

NSBI model in Croatia would require a number of issues to be addressed: 

 Securing political commitment, at both national and regional level, to a greater degree of 

specialisation when supporting SMEs to innovate and internationalise. 

 Attracting suitably experienced staff to deliver more focused growth support. 

 Considering whether an existing organisation, HAMAG or BICRO for example, might 

provide a basis for adopting this more specialised approach. 

 Building effective links between the national or regional provision of specialised SME 

growth support and the range of more local agencies that cannot deliver the service but can 

identify and introduce growth prospects. 

Contact details: 

NSBI – Nova Scotia Business Inc.: 

Contact: Mr Stephen Lund (President and Chief Executive Officer) 

Web-site: www.novascotiabusiness.com 

Address: World Trade & Convention Centre 

1800 Argyle Street, Suite 70, P.O. Box 2374, Halifax, Nova Scotia, B3J 3E4, 

Canada 

The school meals service in Udine, Italy 

Description of the approach 

Creative use of public procurement expenditure can be a means of developing SMEs both 

through increasing the overall level of demand for their products and services, and through 

encouraging product innovation. In Udine, in common with many other public authorities in Italy, 

public procurement strategies are specifying local and organic foods for the school meals service. As a 

result, the localisation and enhanced sustainability of the agri-food supply chain is being supported. 

From the wider social perspective, food consumption habits are also being improved in the process. 

Udine is particularly noteworthy because it was one of the first Italian cities to supply organic school 

meals in all its schools. Local agri-food supply chains, including producers, distributors and 

purchasers, have benefited from expansion and upgrading of the level and nature of local demand. 

This has enhanced the sector‘s product mix and development prospects. 

http://www.novascotiabusiness.com/
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Rationale for the policy intervention 

Standard forms of public procurement often favour larger scale suppliers rather than SMEs, due 

to volume and cost requirements. More creative policies, which take a wider view of the potential 

benefits of public expenditure, can be a means of promoting SME development and innovation. In the 

Udine school meals example, the local authorities recognised that local and organic sources could 

yield a multiple dividend. First, more nutritious school food helps reduce diet-related problems 

including obesity, heart disease and diabetes, and boosts educational attainment through improved 

student concentration and less sickness and absence. Second, more locally-oriented procurement of 

school meal ingredients stimulates and supports local markets for local agri-food producers. Last, a 

more localised food chain delivers economic benefits by reducing reliance upon food imports, 

environmental benefits from lowering food miles from farm to fork and cultural benefits accrue from 

the encouragement and sustenance of local food cultures. 

Why the approach is relevant to Croatia 

In Croatia, in common with many other emerging economies, the size of the state sector is 

disproportionately large. This creates the potential to use public procurement for wider policy 

objectives. In addition, Croatia has relatively high levels and proportions of agricultural employment 

and output. Relatively small scale and formerly collectivised production units, often in family or local 

community ownership, may provide latent production capacity and innovation potential if stimulated 

by appropriate public procurement strategies. Given that Croatia has mostly avoided the large scale 

―industrialisation‖ of its agricultural sector due to its size and position as a transition and post-conflict 

society, there is a clear opportunity to establish a short cut straight to organics and localise the agri-

food supply chain. Creative public procurement for school meals can then be an experimental policy 

intervention for more localised and sustainable agri-food chains and a means of modernising and 

diversifying SMEs and, potentially, supporting their international competitiveness. 

Reasons for the success or failure of the approach 

The particular context of Italy is important to the success of the approach in Udine. Italy has an 

embedded food culture that attaches a high premium to seasonality and territoriality. In addition, the 

Italian school meal system is seen as an educational institution that promotes and protects distinctive 

food consumption habits and practices. Local public procurement policies in cities like Udine 

therefore operate in a supportive context and institutional framework that demands, encourages and 

rewards sustainable food production and consumption. 

Obstacles faced in implementation and quality of response 

In the context of the Single European Market, EU public procurement regulations operate the 

principle of ―non-discrimination‖ to prevent biases towards domestic businesses. However, such 

directives have been interpreted creatively by public authorities in Udine and other Italian cities in 

contracts that specify product qualities that could only be met by local producers, for example fresh 

seasonal produce, regionally certified products and organic ingredients. Recent new EU directives 

have supported this approach by allowing economic, social and environmental considerations to be 

taken into account under the rubric of sustainable development. 

Considerations for successful adoption in Croatia 

Exploring the potential of this approach for the Croatian context will require a thorough review of 

public procurement practices, focusing upon school meals in the first instance, and an assessment of 
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the extent to which regional and local public authorities can pursue creative procurement strategies of 

the kind undertaken in Udine. Second, local agri-food supply chains need to be mapped in terms of 

their capacity and potential to respond to increased local public procurement, especially in organics. 

Pilot initiatives may then be explored to experiment with and assess the potential of the approach. 

Last, Croatian agri-food specialities can be reviewed and assessed for their potential for distinctive and 

higher value added branding activity. Particularly strong agri-foods with quality identities and 

reputations may have export potential and, in the context of EU membership, may provide the basis 

for Protected Designation of Origin and Protected Geographical Indication accreditation applications 

which protect the provenance of high value added regional specialities from cheap imitations. 

Contact details: 

Contact: Professor Kevin Morgan 

Web-site: http://www.cardiff.ac.uk/cplan/contractsandpeople/stafflist/m-r/morgan-

kevin-professor.html  

E-mail: MorganKJ@Cardiff.ac.uk 

Address: School of City and Regional Planning, Cardiff University, U.K. 

Telephone number: Tel: +44 (0) 29 208 76090, Fax: +44 (0) 29 208 74845 

References for the learning model: 

Morgan, K. and Sonnino, R. (2005), Catering for Sustainability: The Creative Procurement of School 

Meals in Italy and the UK, Regeneration Institute: Cardiff University. 

http://www.cardiff.ac.uk/cplan/contractsandpeople/stafflist/m-r/morgan-kevin-professor.html
http://www.cardiff.ac.uk/cplan/contractsandpeople/stafflist/m-r/morgan-kevin-professor.html
mailto:MorganKJ@Cardiff.ac.uk
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ENTREPRENEURIAL TECHNOLOGY-BASED ECONOMIC DEVELOPMENT IN 

CROATIA 

by Ronald Kysiak 

Introduction  

Developing an environment for technology-led entrepreneurship is a complex and long term 

process, sometimes spanning decades. In the United States some of the most well-known technology 

regions in the country either invested heavily in creating an environment for technology 

commercialisation and collaborative research over a long period of time (Research Triangle Park, 

North Carolina; Cummings Research Park, Huntsville, Alabama) or had such an environment 

accidentally grow out of a nurturing combination of entrepreneurial university researchers, accessible 

sources of equity capital and a high quality of life (Silicon Valley).  

As these areas of the country began creating and attracting technology-based businesses and, as a 

result, drew to them sources of seed and venture capital, other communities sought to replicate the 

conditions that spawned these entrepreneurial environments. Today there are over 180 research parks 

in the US and Canada and some 1 000 incubators.
16

 A 2003 a study sponsored by the National 

Business Incubation Association estimated that some 375 of them could be classified as technology-

based incubators.
17

 

A critical driver of technology-led entrepreneurship in the US and in other Western countries is 

the strong involvement of research universities in the commercialisation of university technologies as 

well as the legislation that allows and rewards such commercialisation activities. In December of 1980 

the US Congress passed the Bayh-Dole Act that allowed for the transfer of exclusive control over 

many government-funded inventions to universities and businesses that created those inventions 

through federal research grants or contracts. This allowed both universities and private companies to 

license their discoveries to third parties and generate additional revenues from the results of their 

federally-sponsored research. And, for the first time, many university faculty members were also 

encouraged to consider building new companies around their inventions. The results of Bayh-Dole 

enhanced an existing entrepreneurial culture in the United States, a country that already was known for 

its individualism and inventiveness. 

Yet many US universities still resist giving too much entrepreneurial support to their research 

faculties, mostly because many of these schools still strongly believe that they have only two primary 

missions: teaching and research. This has resulted in varying degrees of success of research parks. 

Those parks associated with universities that rewarded commercialisation, such as MIT or Stanford, 

do well and grow rapidly. Other universities that do not support entrepreneurial activities find it 
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difficult to grow successful parks., Some US universities sometimes punish faculty that seek to 

develop new businesses from their discoveries by denying them tenure or deanships. 

So strong, entrepreneurial universities along with federal legislation assigning ownership of new 

discoveries made through federal research grants to universities and their faculty have had a lot to do 

with successful technology incubators and research parks in the United States. 

Over time there have been any numbers of criteria for success proffered by those that study 

technology-led innovation. A benchmarking study of North American technology-led incubators in 

2003 listed the following requirements as necessary for an entrepreneurial environment: 

 Research universities, federal labs, and corporate research and development facilities, with 

stocks of technology-based intellectual property and an orientation to technology transfer 

(e.g., patenting and licensing) that emphasises an entrepreneurial approach. 

 Entrepreneurial scientists and engineers wanting to commercialise technologies through new 

company formation. 

 Business professionals (e.g. accountants, lawyers, consultants, and human resources 

specialists) familiar with the problems of launching a technology-based company. 

 Sources of debt and equity investment – public and private – that can capitalise the early 

development stages of a new, technology-based enterprise. 

 A concentration of existing technology companies that could be a source of experienced 

professionals who could assume leadership positions in technology start-ups, or provide 

advice to start-ups
18

. 

Other researchers and incubator practitioners would add at least one other necessary component 

to an effective entrepreneurial environment: a relatively high quality of life. However, that may be 

more of a North American requirement because of the easy mobility of its populations. 

It is not difficult to see that Croatia comes up short in most of the requirements listed above. And 

it will need the help of many Croatian institutions, including universities, regional development 

agencies (RDAs), equity investors, the primary and secondary educational systems and the finding and 

development of ―champions‖ for it to compete with other former ―command economy‖ nations that 

have a major head start. 

Countries such as Croatia that have not had a history of capitalism do not have the benefit of the 

US university system or national intellectual property policies encouraging and providing incentives to 

innovation. This makes transferring any innovation model – good or bad – from Western countries to 

Eastern or Central European countries most difficult. Unfortunately, the ―flattening‖ of the world 

through a major convergence of technology, entrepreneurship and telecommunications – resulting in a 

rapid levelling of the economic playing field for such recently ―backward‖ countries as India and 

China – has made entrepreneurship and technology transfer even more important to the economy of 

every country, particularly those that are only now developing healthy capitalist systems.
19
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Unfortunately the command economy has also had another serious impact on innovation and 

technology transfer – the layered governmental bureaucracy that now controls that economy makes it 

all the more difficult to energise change. 

 It should be noted here that there are many similar Eastern and Central European countries in 

which entrepreneurship is a focus for many cities and regions, though major support from national 

governments is still very weak. In many of these countries there are entrepreneurial university faculty 

and university officers working to develop technology incubators – usually associated with a major 

polytechnic university. Poland, the Baltic countries, Hungary, and the Czech Republic have national 

organisations of incubators and science parks and have been trying to develop entrepreneurship and 

innovation with little help from the national government, e.g. Society of Science and Technology 

Parks of Czech Republic, and the Polish Business and Innovation Centres Association (SOOIP).  

However, the Republic of Croatia is not without its strengths. We will look at these now in light 

of the major economic changes that is now shaping our global economy.  

Current policy approach in Croatia: strengths and weaknesses 

Strengths and Opportunities 

Federal Programmes 

The national government of Croatia recognises the importance of entrepreneurship to the 

competitive growth of the country‘s overall economy. There are numerous federal programmes to 

encourage and support entrepreneurs, including loan interest-rate reductions, loan guarantees, and 

grants to entrepreneurs, incubators and research parks. In addition the government –mostly through the 

Ministry of Economy, Labour and Entrepreneurship (MELE) – has established a number of 

technology development centres, business development centres, entrepreneurial centres, etc., scattered 

throughout Croatia. In addition the federal government also provides various forms of tax abatement 

and special ―free zone‖ designations – all aimed at helping both entrepreneurs and existing businesses 

to form and/or grow in Croatia. 

HAMAG (Croatian Agency for Small Business) 

HAMAG is the major business assistance delivery system for MELE. It administers most 

financial and grant programmes and works directly with businesses to assist in their development and 

success. HAMAG also provides shared cost consultancy assistance to individual companies for up to 

five years. HAMAG is just beginning to deliver its services through Regional Development Agencies 

(RDAs), a new approach to economic development encouraged by the EU and local government 

leaders. Many of HAMAG‘s consultants were initially trained by USAID.
20

 

BICRO (Business Innovation Centre of Croatia) 

BICRO was specifically created to work with technology entrepreneurs. It is a small agency with 

a staff of 17 and is funded through the Ministry of Science, Education & Sports. It has a number of 

technology assistance programmes which it uses directly with individual entrepreneurs or through 

regional development agencies. It also has some seed capital and a small venture fund. BICRO also 

works with the Croatian universities that have technical or engineering faculties to help them build 

tech transfer capacities. BICRO is professionally directed by two individuals with private sector 
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backgrounds, one a former Vice President for Research with a major Croatian pharmaceutical 

company (PLIVA), the other a former seed and venture capital manager from Switzerland. 

BICRO is currently working with the EU to establish three single-technology incubators: one 

specializing in bio-science, one supporting CIT/IT start-ups, and one in advanced materials. It also has 

a three-year, €2 000 000 matching grant from the EU for creation of a seed capital fund. BICRO is 

working with MELE and the World Bank to create the match. BICRO has also been given the 

authority to take over responsibility for the five Technology Development Centres in Croatia and staff 

them with business professionals. BICRO has also authored a national Science and High Technology 

Policy paper that is awaiting discussion by the Croatian Parliament. Of all governmental agencies that 

met with the consultants, BICRO was by far the most professional and private-sector oriented. Much 

of its success seems to be its ability to work either through or outside the ministries.
21

 

Croatian Universities 

The strengths of the technology entrepreneurial support system in Croatia are few and tend to be 

concentrated in and around Zagreb and in other urban areas that have some university presence. There 

are five universities in Croatia: University of Osijek, University of Rijeka, University of Split, the 

University of Zagreb and a fairly new liberal arts university at Zadar. The University of Zagreb has 

strong faculties in engineering, geodesy, ICT and bio-science. There is also a college of naval 

technology in Pula, former home of the Austro-Hungarian Navy. 

The University of Zagreb has a strong list of technological disciplines that have the internal 

capacity to spin out new technologies for commercialisation including Chemical Engineering & 

Technology, Electrical Engineering and Computing, Food Technology and Bio-Technology, 

Geothermal Engineering, Mechanical Engineering and Naval Architecture; Metallurgy, Mining, 

Geology and Petroleum Engineering, Textile Technology and a School of Business. Its faculty of 

Geodesy includes Geomatics Engineering, Physics, Cartography, Instruments and Informatics – a 

collaboration of computer science and geological science. 

The J.J. Strossmeyer University of Osijek has 11 faculties including Engineering and Naval 

Architecture, Medicine, Civil Engineering, Electrical Engineering (Medical Informatics). The 

University at Riejka has a Faculty of Medicine, Engineering and Maritime studies. The University of 

Split includes faculties in Electrical, Mechanical and Naval Architecture, Chemical Technology, 

Medicine and Maritime Studies. The recently created University of Zadar is primarily a liberal arts 

institution, though it has some curriculum capacity in Informatics and Communications Sciences. 

The universities which have stronger schools of engineering and applied science tend to draw 

technology companies close to them since these companies need a highly educated workforce – 

something that universities can provide through their graduate student programs. Graduate students are 

preferred by start-up technology companies for part time employment because of their intelligence, 

flexibility, low cost and quality of work. Universities are also centres of creative thought and 

innovation, and create cultural islands within regions attractive to those well educated and interested in 

culture and the arts. 

Nodes of Technology 

In discussions with Croatian government representatives, regional development organisations and 

USAID, the consultants were apprised of technology commercialisation activities in Split (the 
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Mediterranean Institute for the Life Sciences) a private research facility funded by larger technology 

companies in Croatia; Bjelovar (energy generation through geothermal system/interest expressed by 

Siemens); Varaždin (informatics/Microsoft Technology Centre), Pula (19 engineers working on new 

marine engine model); and, Zagreb (Barr Pharmaceuticals interest in making its recent Croatian 

acquisition, Pliva Pharmaceuticals, an outsourcing centre for its bio-science research). 

Technology parks 

Most technology parks in Croatia are really incubators, single buildings serving small and 

growing technology companies. Most, if not all, have outgrown their space and desperately need 

expansion room. Both Zagreb Technology Park and Varaždin Technology Park buildings are filled to 

capacity with companies and both have long waiting lists of tenants.
22

 

The Zagreb Technology Park was created by Koncar, a large electrical engineering and product 

development company located in Zagreb. It provided a building and a manager some years ago to help 

commercialise inventions created by its engineers who were being laid off as part of the overall 

shrinkage in manufacturing at Koncar and throughout the Balkans. The Zagreb park is currently 

managed by a former Koncar engineer and has five engineering students who act as advisors to the 

small companies in the building (16 at present).  

The Park is now owned by the City of Zagreb which purchased it a few years ago from Koncar. 

One of the Park‘s entrepreneurial programs is the creation of entrepreneurial business teams between 

male students from the nearby School of ElectroTechnics with female students from a School of 

Economy to brainstorm and develop real products from idea through manufacturing and then to 

marketing and sales. Funding for this program comes from the EU. Most of the companies in the 

Zagreb Park are either developing CIT or electrical engineering-based technologies, some of them 

from Koncar. Koncar recently gained some large contracts to rebuild electromotive diesel engines for 

Serbia and other nearby countries.  

The other operating technology park the consultants visited was in Varaždin, a city just to the 

north and east of Zagreb. Varaždin is also the home of the Development Agency North (DAN), a large 

regional economic development coalition encompassing four counties and the City of Varaždin. It has 

a staff of 10. DAN focuses on Foreign Direct Investment (FDI), new business creation and export 

development. Its technology focus is on IT, though it has a strong food, textile and wood products 

emphasis, including some research support. 

The region is home to the Varaždin Technology Park, the Varaždin Regional Development 

Agency and another tech park in Bjelovar to the southeast. There are approximately 17 RDA‘s in 

Croatia and more are being encouraged by both the EU – which provides funding to many of them – 

and the federal government as well. Varaždin‘s technology park uses EU monies to help fund business 

plans for new entrepreneurs as well as help entrepreneurs apply for federal government grant and loan 

programs. It also assists businesses and governments within the region to apply for EU funding and 

assists companies in finding competent employees through its workforce programs. The Park is owned 

jointly by the City of Varaždin and the University of Applied Sciences and Secondary School of 

Electrical Engineering. 

One unusual entity in Varaždin is the Microsoft Business-Technology Centre, a training and 

information centre, sponsored by Microsoft, with similar offices throughout Eastern and Central 

Europe. These centres work with local software entrepreneurs, showing them Microsoft approaches to 
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software development, training others who want to become software developers, and sponsoring 

business development seminars. The Centre is currently planning to create its own software incubator. 

The Microsoft Centre building includes classrooms and a large conference room; work stations with 

modern equipment; high speed Internet connection, wireless LAN and HP Proliant Servers and CISCO 

Systems network equipment. This is not a totally charitable undertaking by Microsoft –the Centre 

provides Microsoft a ―window on technology‖, tapping into new IT developments as well as a virgin 

talent pool before anyone else has had a chance to see their new ideas. Centre staff also looks to bring 

young software designers to work cooperatively with more mature software developers and vendors, 

including Microsoft itself.  

The two technology parks above seem to both have good private sector management coupled 

with strong programmatic underpinnings. Unfortunately, both parks have run out of space. The 

Varaždin Park has 35 tenants – mostly ICT companies – and the Zagreb Park building houses 16 

companies focused primarily on electrical engineering. 

Weaknesses and Threats  

Federal Programmes 

The major difficulty entrepreneurs have with Croatian federal government programmes 

supporting entrepreneurs is the existence of many different SME programmes coming out of at least 

three or more ministries – usually with no seeming coordination or interaction. Evidently there is a 

―Ministerial Council,‖ that meets informally once a month to coordinate business assistance programs 

but there does not seem to be a formal process to connect entrepreneurial policies and programs 

between the ministries. The one entity that seems to have a clear federal mandate to promote 

technology-led economic development is BICRO, the Croatian Business Innovation Centre. Though it 

has an interesting set of programmes aimed at growing new technology programs, it is a very small 

agency – overshadowed by such larger bureaucratic systems like MELE – and has too few resources to 

spread across a growing number of technology–led companies seeking help in building new 

businesses.  

Though there are a number of federal programmes aimed at entrepreneurship, few of them focus 

on technology-based economic development, other than BICRO programmes. There is one 

programme in MELE that directly targets technology companies. It provides small grants along with 

subsidised rent in a nearby entrepreneurial or high technology centre. It also provides shared cost 

consultancy support for five years to individual technology entrepreneurs. Though the programme 

names ICT as its focus, it also allows for other kinds of technology-based companies to participate. 

This programme can be beneficial, but much depends upon the quality of the consultants made 

available by the Ministry. In meetings with various business groups the consultants found little praise 

for the current group of consultants being made available by MELE – particularly those consultants 

involved with technology-based business development. 

Another MELE programme provides grants to incubators and technology parks. Both MELE 

programmes require at least seven, if not more, complex documents that must be provided by any 

entrepreneur, incubator or tech park seeking help. For example, applications to fund entrepreneurs are 

first reviewed by a special committee appointed by the Minister of MELE. If the committee agrees 

with the funding request, it goes to the Minister for his personal approval. A second related program to 

fund incubators and tech parks requires applications to first go to a different committee – one 

appointed by the President of HAMAG. If the committee agrees, it then goes to the HAMAG 
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President for his or her final approval.
23

 A general complaint made by SMEs and others involved in 

economic development is that MELE still focuses on directly managing programmes (see above) , 

rather than developing and setting policies.  

There are also financing programmes managed by MELE and HAMAG to assist SME‘s to obtain 

financing through interest rate subsidies and loan guarantees. These programmes are not only 

complicated extensively by the bureaucratic requirements similar to the programmes above, but they 

have a problem that tends to make the programs very difficult to use. A bank must first be willing to 

make a loan to an entrepreneur in order for the loan to be submitted to the government for interest rate 

write-down or guarantee. Unfortunately, the current policy at Croatian banks is to not make loans 

without hard collateral as security. So most entrepreneurs never get to ask for guarantees or loan 

subsidies – they are many times turned down by the bank at the very beginning of the process. There is 

also the added problem that banks will not accept intellectual property as collateral, and most 

technology-based entrepreneurs have little or no other collateral to guarantee their repayment of the 

debt.
24

 

HITRO, Croatian Programme for Innovative Technological Development 

One federal programme that was mentioned as the Croatian version of a ―one-stop-shop‖ for 

helping new businesses get started was HITRO. Its responsibilities are to 1) foster science and industry 

cooperation; 2) revitalise industrial research and development programmes; and, 3) encourage 

commercialisation of research results. HITRO operates with a government owned, private financial 

partner, FINA, an outgrowth of the Social Accounting Service under the previous Socialist 

government. HITRO is also part of the federal government, but works directly for a State Secretary 

and does not operate through any ministry. Its function is to help new businesses to incorporate or 

form limited liability companies by shepherding them through the many bureaucratic mazes that are 

required to register a business in Croatia. Neither HITRO nor FINA were mentioned by interviewees 

and there was no consultant contact with any of their representatives. The level of impact of HITRO 

and FINA on the success of SMEs and technology-based companies is unknown. 

Croatian Universities 

We spoke of the strengths of the five Croatian universities earlier, especially the University of 

Zagreb. Unfortunately, there does not seem to be a clearly stated legal structure in Croatia dealing with 

intellectual property rights and ownership. There also appears to be a general lack of university 

technology transfer policies at Croatian universities or staff to implement them. As mentioned earlier, 

even US universities find it difficult to encourage and manage commercialisation of university 

technologies. In some cases, such activities are punished rather than rewarded within US university 

systems because some administrators feel commercialisation somehow takes time away from a 

university‘s two major missions: research and teaching. In Croatia, without the legal infrastructure 

clarifying ownership of intellectual property and without a governmental directive to universities to 

actively engage in technology transfer, few new university research products will have a chance to see 

the marketplace. 

                                                      
23

 MELE programme translation: Project of ―Entrepreneurial Incubators and Technology Parks‖ for the year 

2007; The Project of ―Entrepreneurship of Target Groups‖ for the year 2007. 

24
 Discussions with Chamber of the Economy, BICRO, USAID and others, during the study visit. 
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Regional Development Agencies and Technology parks 

RDAs seem to be working more effectively because of their strong local leadership. But does 

Croatia want 17 regions competing with one another for the few economic prizes that will either move 

to Croatia or expand there? Though the US has 50 states, some of them as large as Croatia, it is not 

unusual for two or more states in the US to vie with each other in luring a major economic 

development project like a new Toyota plant, matching and raising their subsidy offers, with the 

poorer state usually offering the higher subsidy. Such squabbling over a new project is roundly 

criticised by many in the US, but local and state politics require the game to continue, until someone 

wins. Such bidding wars could be dangerous for the Croatian nation, especially if it creates long-

standing enmity among and between regions, not to mention the power it gives industry over the 

government. 

Regional agencies can be efficient and effective, but they need a national policy to guide them. If 

there is an opportunity to bring a Toyota plant into to Croatia, there should be a national effort to first 

get it into the country, and then the national government would work cooperatively with the RDA 

where such a plant could be most strategically placed. Whether the RDAs would find such a process 

agreeable in unknown since each region seems to be seeking foreign direct investment within their 

own boundaries.  

As noted earlier, Croatian technology parks are really incubators. They will only truly become 

parks when they begin generating enough economic activity that private developers will want to build 

new, multi-tenant buildings to capture the growth of expanding incubator companies and when 

international companies agree to expand within them. This kind of real estate investment is not that far 

away in places like Zagreb or even Varaždin or Split. But it will take some time before it comes to 

Bjelovar or other primarily smaller and more rural Croatian counties. It will be mostly the universities 

and urban centres that will determine where expanding technology parks will grow because the 

universities have the smart people technology companies require and the urban centres are where an 

educated workforce is more likely to want to live. 

To complicate even more the regional development agency movement in Croatia is the recent EU 

division of Croatia into three economic and demographic regions; opening up the possibility that these 

―new‖ regions may spawn larger RDAs and may develop economic development strategies consistent 

with their regional demographics and economies. Whether that will occur is unknown, but discussions 

between the federal government and the EU should take place about such an eventuality.  

Education and Human Resources 

One serious deficit not discussed much with the interviewed partners is Croatia‘s lack of a large, 

technical workforce. That lack will make it very difficult for Croatia to compete successfully in the 

―new economy‖ which requires a high level of trained workers to attract technology-based companies. 

Outside of those Croatian regions with universities, polytechnics or other technical schools and 

colleges, there does not seem to be enough human capital within Croatia to support a growing 

technology sector into the future. To counter this, the Croatian primary and secondary education 

systems will need to dramatically be improved if Croatia can hope to compete in this new, global 

economy. Even crafts – which do not require a highly educated workforce – are not without growing 

competition from China, India and Oceania‘s inexpensive factory approach to craftwork.  

MELE does sponsor some classes on entrepreneurship in Croatian schools and there does seem to 

be a growing number of IT workers in urban areas like Zagreb, Varaždin and Split – but that growth is 

being matched, if not surpassed, in other places in Eastern Europe as well as in Asia where computer 
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and software technologies are strongly supported by government, Estonia being the most visible in 

Central Europe. Croatia is vulnerable to being left behind in the race to adapt to the rapidly changing 

economy – especially in the commercialisation of applied technologies and the corollary development 

of a technically-trained workforce. This workforce issue needs to be thoroughly studied by the federal 

government with strong participation by technology companies, the ultimate customer for a broadly 

educated population. Without a competent workforce, technology-based economic development will 

diminish rather than increase. 

Examples of Good Practices in Croatia 

Examples of ―good practices‖ in assisting technology-based entrepreneurs are few in Croatia. In 

evaluating the programmes on the federal level, mostly developed and applied through MELE and 

HAMAG, it was clear that entrepreneurs found most of them extremely time-consuming and difficult 

to access, or found them unsuited to the special needs of technology-based companies which mostly 

require access to seed capital and mentoring by experienced businesspeople or successful 

entrepreneurs. Though HAMAG is attempting to improve its implementation of these programmes – 

including improving the training of more consultants – most efforts will be of little help to technology 

entrepreneurs as long as there remains a lack of mentors and experienced business advisors to become 

directly involved with technology SME‘s. MELE and HAMAG are run, for the most part, by 

government bureaucrats who have little understanding of the entrepreneur‘s world. In interviews the 

consultants were told that field operatives from these agencies who are supposed to deliver 

government programmes at the local level have little or no training, or do not understand the added 

complexities of dealing with a technology start-up business.  

BICRO 

BICRO, on the other hand, is a government agency with usable programmes – most funded 

through the EU – that are designed specifically for technology entrepreneurs, e.g. access to seed 

capital, provision of experts in market analysis and business planning, access to mentors who 

understand their business and can advise and help these companies, etc. BICRO has this expertise 

because its management comes from the private sector. BICRO is certainly a ―best practices‖ example 

that needs to be expanded and strengthened. It is short on personnel and money and hopefully the 

involvement of the EU will find ways to provide more of both. 

Development Agency North and Varaždin Technology park 

There are concentrations of technological entrepreneurship, as we discussed earlier, primarily 

within the Zagreb region and in a few urban areas near major universities. In both Varaždin and 

Zagreb there are well-managed incubators providing services to young technology companies. Both 

these incubators/technology parks are filled, but providing additional space is expensive and the 

government programmes of MELE do not have enough resources to make major capital investments in 

new facilities without making such resources available to other regions as well. However, the regional 

impact of DAN and the Varaždin Technology Park are excellent models of local cooperation in 

developing a regional strategy for technology-based growth. The Varaždin/DAN model is one for the 

rest of Croatia to follow. 

Teaching young entrepreneurs 

Most students in the Croatian education system usually do not learn about entrepreneurship until 

well into their secondary education phase. And even then, much of it is taught as an after-school 
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subject.
25

 Though the Zagreb Technology Park has little space and is hidden away in an older 

industrial area, it has an understanding of the bigger picture that needs to be made clearer to the 

national government.  

Here the park serves its purpose as a centre of innovative thinking developed over many years in 

helping young, technically-minded entrepreneurs to develop new products and processes. But it does 

not focus only on new businesses. Rather, it has taken on the difficult assignment of making 

entrepreneurship understandable and important to young students – both male and female. By 

matching engineers-to-be from the Elektrotechnicka Skola in Zagreb and businesswomen to-be from 

the Katarina Zrinski School of the Economy, and showing them how to jointly create a product, 

market it and sell it is a small but important template of what the national government needs to do on a 

larger scale within its educational system. Teaching entrepreneurship early is probably never early 

enough; in the US a number of high schools are now integrating entrepreneurship into their curricula 

for graduating seniors. And most US graduate business schools have seen a major shift of career 

choices among their students – with many of them looking for advanced degrees in business 

entrepreneurship rather than in management or marketing.
26

 The programme at the Zagreb Technology 

Park referenced above is certainly one of Croatia‘s ―best practices‖. 

Policy recommendations 

Based on the analysis of strengths, opportunities, weaknesses and threats, five main policy 

recommendations are made below: 

 Identify technology niches in Croatian universities and existing technology-based 

companies and focus government attention and resources on the strongest. 

Seeking to generate technology entrepreneurship throughout all of Croatia at the same time is 

impractical and a waste of scarce resources. If the federal government is to effectively support the 

growth of technology-based entrepreneurship, it should determine where such policies and programs 

will have the greatest chances for success and focus existing resources on them. Currently it appears 

that the federal government‘s technology policies and programs have focused on developing broadly 

scattered technology or entrepreneurship zones and programmes that are not focused on particular 

geographical locations or existing strengths of universities and technologies 

If this were done, the government could then target scarce mentoring and financial resources on 

those areas of technology and entrepreneurship that are strongest in both university labs and within 

private industry, e.g., pharmaceuticals, ship building technologies, IT and CIT, alternative energy 

systems, and advanced materials to name a few. Federal programs could then be concentrated in those 

areas of the country where there are major research universities with strength in some of these 

technologies as well as applied engineering curricula, multi-disciplinary research programs and a 

trained technology workforce. In technology-based economic development it is many times more 

important to do a few things well than many things poorly. 

 Move federal technology program delivery out to regional development agencies and put 

all technology-based entrepreneurial support under one agency or ministry. 
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 EUROPEAN CHARTER FOR SMALL ENTERPRISES, Questionnaire 2003. 
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 Northwestern University Kellogg Graduate School of Management curriculum, 2007-2008. 
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As we have seen, most current federal technology and entrepreneurship programs currently suffer 

from lack of resources and apparent diffusion across a number of ministries, each with layers of time- 

consuming bureaucracies. As a result, many people feel that these programs and policies need to be 

simplified and integrated into a single business support system – one managed by a single government 

agency. In addition, these programs need to be made readily accessible to entrepreneurs and other 

clients at a regional level and need to be implemented by experienced entrepreneurs and business 

people.  

By placing all federal technology and entrepreneurship management under one agency, clients 

could be more easily tracked and helped through an integrated business development support system 

that could include ―proof of concept,‖ strategic business planning,  mentoring and financing. In 

addition, the success or failure of such an integrated strategy could be more easily measured and 

modified to account for changes in business development strategies and resource needs and 

availability. 

The agency that appears to have the most ability to implement such an approach is BICRO which 

currently provides mentoring and small amounts of seed capital to technology-based entrepreneurs. In 

addition, BICRO staff also has private sector experience in building new technology companies. 

 Develop and gain approval for a national science and technology growth strategy that 

would create intellectual property rights to discoveries by university researchers and 

entrepreneurs. 

It does not appear that there are adequate protections for scientific discoveries made in Croatia. 

Without some means of granting ownership of technology innovations to entrepreneurs and university 

researchers who develop new technology-based products, there will be little interest in pursuing 

technology commercialization. That protection must be created at the highest levels of government 

and be a crucial part of a national Croatian science and technology policy. 

That strategy should also include a clear statement from the central government that encourages 

the commercialization of technologies by state-sponsored universities, in addition to their other two 

missions of research and teaching. Universities are rapidly becoming a major economic development 

force in the United States as state governments look to them as a source of ―new economy‖ 

businesses... 

 Reform banking and financing laws and create seed capital through tax incentive. 

As noted earlier, the current business financing policies of the federal government are difficult to 

implement because current legislation does not allow banks or investors to quickly recapture their 

investment if a company fails. Because of this impediment many start-up companies – particularly 

technology-based companies – find it almost impossible to gain financing through regular banking or 

equity channels. Though the federal government has done what it can in providing both guarantees and 

interest rate subsidies, most banks will not lend without collateral and most seed and venture 

capitalists w ill shy away from high risk investments. Appropriate legislation will be required to 

encourage equity investments in start-up technology companies. 

Seed capital is the life-blood of entrepreneurs and technology-based company growth. 

Unfortunately there is little seed capital available in Croatia, other than some funding that has begun to 

be provided by the EU to the ministries and organizations such as BICRO. The federal government 

should consider enacting tax credits or some other form of incentive to encourage the formation of 

early-stage seed capital funds in Croatia. Both the central government as well as RDA‘s should look to 
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the EU for help in developing such funds. Seed and venture capital programmes are being studied in 

other Eastern and Central European countries that have recently joined the European Union. They 

should be looked to as well. 

Though the temptation is great to recommend that the federal government create a national seed 

and venture capital fund, it has been the experience in the United States that providing incentives to 

the private sector to create such funds is a much preferred option. If the government then wants to 

invest in these ―fund of funds,‖ to create a larger source of seed capital, it can do so, without the added 

responsibility of deciding which companies are eligible for such investments. 

 Start to build a better workforce now. Make the teaching of entrepreneurship and business 

building a required subject in both primary and secondary schools. Develop a strong 

science and technical curriculum within the school system and provide incentives to 

students to study it.  

Croatia needs a stronger technical workforce and more entrepreneurs. One way to accomplish this 

is through new education and training policies aimed at getting young people to understand that the 

only future in front of them is not necessarily going to work for someone else. There is a more 

thorough discussion of this issue in another part of this report. 

International learning models in OECD countries 

Centre for Emerging Technologies, St. Louis, Missouri, USA
27

 

Description of the approach 

The Centre for Emerging Technologies (CET) is an example of a local public/private partnership 

between the University of Missouri Louis and the Missouri Department of Economic Development to 

create bio-science incubator space for emerging start-ups from two major medical centres within a 

mile from each other in an older neighbourhood in St. Louis. Its operations are financially supported 

by the two partners. Capital funding to develop incubator space was provided by the St. Louis 

Development Corporation (a city government entity), Missouri Development Finance Board (a state 

financing entity), US Economic Development Administration (a federal economic development 

agency) and St. Louis technology companies that wanted to see the incubator created. 

The CET provides both lab and office space for start-up companies and delivers a number of 

services to help them in their growth. Space is provided in some 8 000 sq.m. of laboratory and office 

space located in two buildings between Washington University and St. Louis University. Technical 

assistance is provided by both staff of the CET and business consultants. The provision of mentoring 

for the companies is a very important function of the incubator and is an effective incentive for 

companies to locate there. 

Creation of the space was only made possible through a partnership of many government and 

private entities. Creation of the two incubator buildings has generated an additional private sector 

initiative to redevelop the area between the two universities as a ―bio-science corridor.‖ 
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 Information on the Centre for Emerging Technologies was partly taken from a work paper prepared for the 

New Orleans Plan Commission in 2006 by Eva Klein Associates, a consulting company in higher 

education and technology-based economic development. 
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Rationale 

The second half of the 20
th
 century, St. Louis was one of America‘s most depressed cities, having 

lost over half of its population in the previous 50 years. The city was pocked by large areas of cleared 

land, dotted by empty houses – the tenants and/or owners long since moved to more prosperous areas 

of the region or to another region or state where there were more jobs. Most well-to-do residents had 

moved out to the suburbs, leaving the distressed city to its poorest and most unskilled residents. 

Though St. Louis was the home of the nation‘s largest brewery, Budweiser, as well as home to a major 

aero-space development and manufacturing company, McDonnell Douglas, much of its industrial base 

had moved away or went out of business.  

St. Louis needed to re-seed itself with a new economy – one based on growth like bio-sciences or 

information technologies. Though St. Louis was losing its manufacturing base and saw its expanding 

service economy choose the more affluent suburbs for its growth and job generation, it did have two 

major medical centres situated less than one mile from another. Major medical infrastructure is very 

difficult to move, so many American cities retain these large institutions, many of which are 

surrounded by older, decaying neighbourhoods.  

In addition to a major concentration of health-care and bio-science research, St. Louis also was 

the headquarters of Monsanto Corporation, a major American provider of food technology and 

fertilisers and had a strong plant sciences research interest and capacity. The impetus for the creation 

of the CET came from a University of Missouri - St. Louis economic development staff member who 

became aware that there was no receptor entity or space for start-up bio-science companies that were 

beginning to spin out of the two university health science centres. Armed with examples of spin-out 

companies having to leave St. Louis this staff member began to bring a coalition of government and 

private sector institutions together to create the CET 

The CET was developed as a not-for-profit entity with a board of 30, including university 

representatives (Washington University, St. Louis University and the University of Missouri – St. 

Louis). Other board members include City of St. Louis economic development agencies, technology 

companies, a venture capital firm, regional private economic development organisations and 

entrepreneurs. CET‘s staff are employed through the University of Missouri—St. Louis. 

Relevance to Croatia 

The key lessons here for Croatia are how partnerships must be built between many public and 

private entities to create a bio-science presence, and that such partnerships can be built at a local and 

national level only through perseverance and patience. The creation of the CET is also relevant 

because of the cooperation of local, state and federal governments that made the project financially 

feasible. It is highly unlikely that any one of the three governmental entities would have or even could 

have made this project work on its own. Also of key importance was the presence of the two major 

medical and research facilities. Without those two bio-science and medical technology engines, the 

project could not have been completed.  

But, overarching all of the factors that made the CET a reality, the most important reason the 

project succeeded was the initiative and perseverance of the woman who believed that a bio-science 

incubator had to be developed, and then worked for a number of years to get it accomplished. 

Whenever complex projects are put together and then made to work, there usually is a ―champion‖ 

leading the effort. In Croatia the creation and development of DAN and the Varaždin Technology Park 

had their ―champion‖ as well. 
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If there is to be a bio-science incubator in Croatia, it must be located close to the largest 

concentration of medical and bio-research activity in the country. It will take major resources and a 

good deal of time to get it off the ground. And, as can be seen from the history of the CET, a bio-

science incubator would be a necessary first step. 

Reasons for the success or failure of the approach 

The reasons for success of the project are the same factors that make the creation of the CET 

relevant to Croatia. In St. Louis it was the vision to create the CET and the determination of the person 

with that vision who brought the project to fulfilment. It was also the grouping of two major health 

science centres and their innovative cultures that created the necessary environment for the success of 

the project.  

The multi-government coalition that brought the funds necessary to build the CET also gave it 

political strength at all levels of government. Such coalitions tend to be more acceptable to many 

government agencies because each gains credit for the project but no one entity need fund the totality 

of the cost. In Croatia the same kind of financing coalition would probably have to include the EU 

since Croatia‘s federal and regional governments do not have enough resources to accomplish such a 

project. 

The project was not without its difficulties. It took a number of years to develop a financing 

package from many different sources to find the funds to build the first incubator. There were major 

difficulties in getting public officials, politicians and others to see the dire need for such a 

development. A 4 200 sq.m. empty warehouse building was finally chosen near Washington 

University‘s Health Sciences Campus and BJC Medical Centre, and less than a mile from the St. Louis 

University Health Sciences Centre.  

Though its buildings are fairly well occupied, only one company has emerged from the CET and 

gone on to rapid growth. Sterotaxis, a cardiological medical systems developer, came out of the CET 

and raised $40 million in new capital in an Initial Public Offering. It now employs almost 200 people 

and has moved into a new building within the bio-science corridor. 

This single success, however, should not be looked upon as a failure. Rather, the nature of start-

up companies, especially bio-science start-ups, tend to either fail or grow very rapidly  However, it is 

also true that many small technology-based companies are acquired by larger companies which many 

times moves the company to another location in the country. In the case of Stereotaxis, the 

development of the bio-science corridor allowed a developer to build a large, multi-tenant building for 

Stereotaxis close to the CET.  

Considerations for successful adoption in Croatia 

There is interest by BICRO to create two speciality incubators: one a bio-science incubator with 

help from the EU – the other that would focus on IT and CIT companies. A third incubator, one 

focused on advanced materials, may also be developed. The bio-science incubator would need to be 

located close to sources of bio-science research and development, either near a medical centres or a 

cluster of bio-science companies. Zagreb would be a likely location. 

As discussed elsewhere, Croatia does not have a large concentration of bio-science companies, 

though it has some mid-sized technology companies, mostly in or near Zagreb as well as the 

Mediterranean Institute for the Life Sciences in Split., Croatia is also home to a large pharmaceutical 

company, PLIVA which was recently purchased by Barr Pharmaceuticals in the US. In order for the 
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CET approach to work in Croatia it would need to be located close to a critical mass of bio-science 

companies or a major university – most likely in Zagreb, or perhaps Split. 

Though these initiatives to create specialized incubators for bio-science and IT, it is important 

that the federal government and RDA‘s understand that they also need to have ready expansion space 

for growing technology companies so that companies like Sterotaxis will remain and expand within 

the region in which they were born. 

Contact details: 

Contact: Marcia Mellitz (President of CET) 

E-mail: mmellitz@emergingtech.org 

Web-site: www.emergingtech.org 

Address: 4041 Forest Park Avenue, St Louis, MO 63108, U.S.A. 

Telephone number: Tel: +1 314 615 6900 

Advanced Technology Development Centre, Atlanta, Georgia 

Description of the approach 

The Advanced Technology Development Centre (ATDC) was created by the State of Georgia in 

1980 as a means to leverage Georgia Tech University discoveries into economic activity through new 

SME growth. Though the ATDC is a State of Georgia entity, its management and personnel are 

employees of Georgia Tech University in Atlanta and have faculty benefits. It has only one function, 

to help technology-based entrepreneurs create businesses out of discoveries. Though ATDC staff are 

university employees, they are directly focused on commercializing new technologies, whether those 

technologies come out of Georgia Tech or not. 

The State of Georgia could be compared to a large region in Croatia, or to Croatia in total. It has a 

main major city, Atlanta and some mid-sized satellite cities. But most of the state is still rural with a 

great deal of agricultural activity. And though the ATDC has its main incubation centre, composed of 

three buildings, on the Georgia Tech Campus in downtown Atlanta, it also has two satellite facilities in 

other parts of Georgia as well.  

Services provided to new companies include a wide variety of scientific equipment provided at 

no cost to tenants, such as water systems in all labs, chemical hoods, and biological safety cabinets. 

Companies also get to use—free of charge—pH meters, centrifuges, spectrophotometers, microscopes, 

balances, electrophoresis equipment, refrigerator/freezer combinations, a -80 degrees freezer, ice 

maker, full lab cabinetry and all office furniture.  

Other benefits include access to Georgia Tech core lab facilities, at a reduced rate; use of the 

Georgia Tech Library, student recreation centre at faculty rates, and a shared copy and fax machine at 

minimal cost. The ATDC serves any and all technology companies, except service-based companies, 

emerging from Georgia Tech or elsewhere—as long as they are from Georgia and are technology 

based. ATDC says that it has over 110 ―successful graduates‖ from its facilities. 

mailto:mmellitz@emergingtech.org
http://www.emergingtech.org/
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Rationale for the policy intervention 

Georgia‘s economy is a mixture of agriculture (tobacco, cotton, and peanuts), forest products 

(lumber, pulp), textiles, automobile manufacturing, and tourism. It also has a number of federal 

military and research institutions located in the state. Like most states in the US that saw their 

manufacturing economy begin to weaken in the late 1970‘s, the Governor of Georgia commissioned a 

study on Georgia‘s competitive position in engineering, science and technology. The results were not 

encouraging. Following on the results of the study the Georgia State Legislature created the ATDC, a 

state-wide technology commercialisation and incubator organisation focused on strengthening 

Georgia‘s competitive position through the creation of new, technology-based companies.  

At its largest centre on the Georgia Tech campus in Atlanta, the ATDC has 14 000 sq.m. of office 

and ―dry-lab‖ space in two buildings and 2 200 sq.m. in a new Biosciences Centre, almost all of which 

is lab space. 

Relevance to Croatia 

The Croatian government does not seem to be getting the results it wants through its current 

technology assistance programs, possibly because it spreads its meagre resources throughout the 

country, even though most technology-based activity is occurring in only a few places, those closest to 

existing research universities (Zagreb, Split, Rejeka, Zavadzin. The government might consider using 

a single state-funded and managed technology development programme like ATDC on a regional or 

even national basis to serve the nodes of technology-based entrepreneurship now occurring near 

universities throughout the country.  

The strength of a program like the ATDC is its core group of competent technical and business 

mentors who have the resources of a strong technical university and are supported by a well thought-

through innovation policy. Rather than trying to put competent technology advisors in every county, a 

small, but competent group could serve most technology-based entrepreneurs within the Croatian 

borders.  

Use of adjacent university laboratories, equipment and graduate students reduces costs of start-up 

companies and helps conserve their resources for more important uses. Few start-ups can afford to 

own an electron microscope or non-destructive testing instrumentation. And by hiring graduate 

students as interns or part-time employees, it provides a method for these growing companies to 

evaluate those students for possible hiring into the future.  

A model such as the ATDC uses the combined strengths of a central technology incubator and 

assistance centre, along with the resources of a major research university. Such a Croatian 

organization could also have satellite locations in other parts of the country where there is particularly 

strong innovation activity. In short, a focused technology assistance program like the ATDC could use 

the resources of a major research university, say in Zagreb or Split; but at the same time, it could 

provide resources to specific nodes of technology throughout Croatia. 

Reasons for success or failure 

In response to a recent survey, ATDC members were asked what the success factors that made 

the ATDC so effective in starting up new technology companies were. 

One response was a ―sense of community‖ that exists among its incubator companies. Most 

incubator surveys in the US show that incubator companies consider the concentration of other like-
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kind entrepreneurs in the same building as the greatest benefit they receive from the innovation 

system. There is another school of thought in the US that believes incubator companies should be 

mixed in with more mature companies. In that way, it is believed, the incubator companies would 

benefit from the stability and experience of the larger and more experienced companies. 

ATDC also said that its ability to provide start-up companies with access to lab equipment and 

specialised lab facilities at Georgia Tech was a strong resource that it could use to help lab-based 

companies at very little cost. Almost all bio-science companies in the ATDC are affiliated in some 

way with Georgia Tech. Access to university equipment and space can be a major help to start-up 

companies. Croatia has five universities where such programs could be established. 

As to challenges and possible failure, ATDC felt that not having wet lab facilities until recently 

for those start-ups needing labs was a weakness. Soon after a wet lab incubator was built, and was 

promptly filled with start-up lab users. 

Another weakness noted by ATDC management was the lack of commercial quality lab space for 

rent in the area for those bioscience incubator companies that needed expansion space. Once 

companies grow too large for the Bioscience Centre, they have no readily available wet lab facilities in 

the Atlanta area. Georgia Tech is currently building a research park adjacent to campus to provide 

such space for graduates and other companies needing lab space. 

A final problem for ATDC, one that plagues Croatia as well as American technology programs, is 

a lack of enough qualified staff with sufficient experience to provide advice and support to 

entrepreneurs. 

Consideration for successful adoption in Croatia 

As discussed above, the ATDC organizational model might fit well in Croatia, assuming the 

government would agree to put all technology support programs within a single agency. However, to 

be effective, such an organization must have the means to hire experienced business and technical staff 

who can work closely with small companies and help them in many different areas including both 

business and technical ―proof of concept,‖ marketing, business planning, financing, workforce 

development, etc.  

The ATDC is one of a number of US state-supported models, including the Ben Franklin 

Partnership initiative in Pennsylvania and the Illinois Technology Enterprise Centre program in 

Illinois. Because Illinois and Pennsylvania are very large states, both programs provide for regional 

technology business assistance centres, usually directly associated with a local university. In the case 

of Illinois, universities granted funds for such centres must match the state funding. But not all Illinois 

Centres are the same. The Centre in Evanston – located inside of Northwestern University - specializes 

in IT, bio-science and advanced materials because those three technologies are major research 

strengths of the University 

As was discussed earlier in the ―Croatia‘s Strengths‖ section, there are nodes of technology 

commercialization occurring adjacent to or within most of Croatia‘s universities. A program similar to 

the one in Illinois might fit Croatia‘s existing patterns of technology development. 

In Chicago there is a Women‘s Technology Enterprise Centre dedicated to women-owned 

technology companies. Many of the MELE programs are aimed at women, war veterans and the 

handicapped. In addition, BICRO has plans to establish bio-science and IT incubators. So Croatia is 

already familiar with targeted economic development programs. 
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Contact details: 

Advanced Technology Development Centre, Georgia Institute of Technology: 

Web-site: www.atdc.org  

Address: 75 Fifth Street, N.W., Suite 100, Atlanta, Georgia 30308, U.S.A. 

Telephone number: Tel: +1 404 894 3575, Fax: +1 404 894 4545 

The TechnologieZentrumDortmund (TZDO) Dortmund, Republic of Germany 

Description of the approach 

The TechnologieZentrumDortmund (TZDO) is a business incubator programme developed by the 

City of Dortmund 20 years ago as a way to help rebuild its economy after major losses of heavy 

industry to both lower-cost and off-shore competition (coal and steel). The purpose of the programme 

was to promote regional economic development through technology and knowledge-based start-ups 

and SMEs. TZDO is the core of a regional network of ―competence centres‖ for key technologies. 

TZDO also functions as a development and testing centre focused on key technologies, e.g. 

Information Technology, Biomedicine, Micro System Technology, and Production and Automation 

Technology. As of 2006 the TZDO had 283 companies within their centres employing 8 500 people. 

The TZDO has a supervisory board made up of six representatives of the city, three from 

financial institutions, two from the Chamber of Commerce and one from the University of Dortmund. 

Close relationships with the university and R&D institutes such as MPI (molecular physiology) and 

Fraunhofer Institute for Material Flow and Logistics provide a steady stream of new ideas for 

technology transfer. 

A staff of more than 40 employees on-site provides technical and advisory assistance to the 

tenants. These are business specialists trained in both technology and business skills, including 

mentoring services for those companies that need them. Other services provided include start-up 

consulting/business planning, marketing, distribution & sales assistance, office services, high-speed 

Internet access, contacts for insurance/legal contacts/patents/tax preparation and advice, project 

counselling, financing, training courses/seminars, management and organisation advice, technology 

and product advisory services and accounting. It also provides relocation services for those companies 

that need to expand into larger space. 

Rationale 

The aim of the City of Dortmund was to create a ―breeding ground‖ for new companies based on 

innovative technology applications and with collaborative links with research and educational 

institutions. It built on its regional strengths by: 

 focusing on technologies related to logistics (because in the mid-eighties there were a large 

number of businesses in this sector already active in the city); and 

 securing cooperation with other local players, including: the Chambers for Commerce and 

Trade as well as for Handicraft Industries, the local savings bank, and research institutions. 

This cooperation was established formally—(the named institutions became shareholders of 

the management company of the business incubator) as well as informally by building a 

network involving all potential regional players and supporters. 

http://www.atdc.org/
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Relevance to Croatia 

The relevance of the Dortmund experience is in the way in which one region with a major city 

and research University was able to develop a strong regional economic development program based 

upon the creation and growth of new companies. By providing a central place for innovation by 

locating the incubator at the university, rather than in the city, Dortmund understood the necessary 

relationship that needs to be forged between the university and the place where new companies can get 

help to get organized and to grow. 

In addition, by bringing in as partners other communities within the region, Dortmund helped 

create a strong regional partnership, with each community developing its own incubator to suit its 

particular strengths. If specialized incubators are developed in Croatia, a look at the Dortmund model 

would help guide those plans.  

Another relevant point for the Croatian government to consider is that the university supported 

the initiative by encouraging cooperation between its faculty and industry. Croatian universities need 

to hear directly from the federal government that technology commercialization is a high priority of 

the nation‘s science and technology policy.  

Reasons for success or failure 

The image of the region and the city of Dortmund has changed from a declining coal and steel 

city to a growing and future oriented technology hub. The main components for this success were: 

 A local city government ready to take initiative and the lead with a long term perspective. 

 A community ready to invest in building an infrastructure for innovative businesses and 

research facilities. 

 An understanding that a combined effort of the public and the private sectors would be 

needed to involve research and educational institutions as well as the industrial and financial 

sectors from the beginning. 

 A quality management team recruited from the private sector. 

The program also had some challenges which it had to overcome. 

Though close cooperation with the city, the chamber of commerce and trade, the universities, and 

banks created a successful programme, it remains a continuous challenge to keep all the stakeholders 

pulling in the same direction. 

 Even with a substantial entrepreneurial support system, it remains difficult to attract and 

motivate students and graduates to take a chance and establish new companies. It requires 

continuous seminars, workshops, business plan competitions, etc. to encourage the 

entrepreneurial spirit of students.  

 And there is still only limited access to equity financing for start-up businesses. Business 

―Angels‖ do not exist in the Dortmund region and though local financial institutions are 

ready to make classic loans, with collateral, they are not ready to provide investment money 

without security. Venture Capital, though available, is not the appropriate instrument for 

early stage financing. 
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Consideration for successful adoption in Croatia 

Lessons here for Croatia include the ability of a single city to plan and execute a regional 

technology commercialisation system using mostly its own resources, including the intellectual capital 

of the local university and the strength of the financial sector. The ability to create a regional economic 

development organization and strategy cannot be stressed enough. In the global economy it is 

competition of regions, not cities, that are becoming most relevant.  

This model seems most compatible to the current Croatian experience with the creation of 

RDA‘s. It can be applied to not only Zagreb, but also to other Croatian cities with universities or 

polytechnic colleges and entrepreneurial local and regional governments. If there is to be a successful 

technology-based entrepreneurial development strategy for Croatia, it must be built around 

partnerships of academia, government and private business – and it will most likely only occur in 

urban places with universities or colleges doing applied research. 

Contact details: 

Contact: Mr Heinz Fiedler (President of SPICE Group) 

E-mail: heinz@spice-group.de 

 

For TechnologieZentrumDortmund: 

Web-site: www.tzdo.de  

Address: Niedstraße 40, 12159 Berlin, Germany 

Telephone number: Tel: +49 30 85103708, Fax: +49 30 85103712 

Conclusions 

Each of these three learning models has unique strengths that might be transferable to Croatia. 

The Centre for Emerging Technologies (CET) in St. Louis had to build complex partnerships 

over time among and between city, state and federal governments, local financial institutions, and the 

two major health science centres located at Washington University and St. Louis University. Those 

partnerships not only resulted in a layered capital financing package that built the bio-science 

incubator, but those partnerships also resulted in an informal coalition of interests that ultimately 

brought the private sector in to launch a major bio-science park redevelopment for the surrounding 

area. Without this real estate initiative a growing bioscience company could have been lost. 

The Advanced Technology Development Centre (ATDC) in Atlanta showed how a strong 

partnership between a technical university, Georgia Tech, and a state government could create an 

effective delivery system for technology commercialisation. Of particular interest were the 

development of two satellite facilities in other parts of the state, and the private sector use of the 

university‘s facilities and instrumentation that reduced both the cost and time entrepreneurs needed to 

build their businesses. 

The Dortmund technology initiative showed how a regional coalition of partners, including city 

government, a university, local financial interests and the private sector could create a regional 

innovation system of incubators. Of particular interest is the direct way in which the private sector 

mailto:heinz@spice-group.de
http://www.tzdo.de/
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followed university research initiatives with private sector investment in incubator development to 

house resulting spin-out companies. 
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INSTITUTIONAL ARRANGEMENTS FOR THE DESIGN AND DELIVERY OF 

ENTREPRENEURSHIP POLICIES 

by Andy Pike 

Introduction 

This report notes the context of entrepreneurship policy issues, reviews the strengths and 

weaknesses of the current policy approach, identifies examples of good practice in Croatia and sets out 

recommendations for adjustments to the institutional arrangements for the design and delivery of 

entrepreneurship policies. Learning models concerning national and regional/local co-ordination 

(Scottish Enterprise and its Local Enterprise Companies), regionalisation and service provider 

accreditation (Business Link in North East England) and provincial and local partnership and co-

operation for youth entrepreneurship (Youth Entrepreneurship Challenge in Québec) are then 

presented followed by the conclusions and the identification of strategic issues. 

Entrepreneurship policy in Croatia reflects a context of post-socialist and post-conflict transition 

following the events of the early 1990s. In institutional terms, the legacy of central planning lingers in 

strong national central institutions. The development of regional and local institutions has been uneven 

albeit with some notable successes. Recent national economic growth has been steady, consumption 

and import-oriented, and led by the main cities, especially Zagreb, creating spatial disparities within 

and between regions and localities. The disintegration of formerly state-owned large enterprises, high 

levels of job loss and the contraction of previously well established routes into employment underpin 

the predominance of necessity entrepreneurship.
28

 With few notable exceptions, small business in 

Croatia is overwhelmingly focused upon the domestic national market. The challenge of upgrading 

entrepreneurial skills faces the difficulty of engaging entrepreneurs and small business owners and 

managers already occupied in running existing businesses. Informal economic activity levels are high, 

even in a southern European context, encouraged by very low tax thresholds on business income. 

National level entrepreneurship initiatives have focused upon access to finance. Regional and local 

institutions have focused upon finance, helping business to access public programme support, 

infrastructures — the ‗site and service‘ model — and connectivity to the main population centres, 

especially Zagreb. 

Current policy approach in Croatia: strengths and weaknesses 

Strengths and opportunities 

The strengths of the current policy approach include: 
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 Understanding of the problems and potential solutions. National and regional and local 

institutions reveal understanding of the entrepreneurship issue and potential solutions and 

policy interventions. In the context of rapid economic, social and institutional change and 

restructuring in Croatia compressed into a period since the early 1990s, this is commendable. 

 Regional and local institutional initiative and vitality. At the regional and local levels, there 

exists a rich ecology of institutions. Numerous are well established and appear to be 

innovative and operating close to the leading edge, often with international linkages. Others 

are typically small and youthful institutions with relatively limited resources and in the early 

stages of their development, although they are endowed with clear understandings of the 

issues and commitment to developing policy responses.  

 Committed staff. Regional and local institutions often contained highly motivated, capable 

and committed staff engaged in further development of well founded institutions or seeking 

to establish the newer organisations. A healthy degree of openness to inter-institutional co-

operation and learning was evident.  

Weaknesses and threats 

The weaknesses of the current policy approach include: 

 Fragmentation and lack of co-ordination between national level Ministries. Responsibility 

for entrepreneurship and small firm policy is divided across several Ministries: Ministry of 

Economy, Labour and Entrepreneurship (MINGORP); Ministry of Agriculture; Ministry of 

Sea, Tourism, Transport and Development (MMTPR); and, the Ministry of Science, 

Education and Sport. Each Ministry also has arms-length delivery agencies, for example 

HAMAG for MINGORP. This creates administrative barriers with Ministries tending to 

work in isolation, raises questions for regional and local institutions of who is in charge of 

what and perpetuates concerns about the system‘s effectiveness amongst entrepreneurs and 

small businesses.
29

 

 Legacy of centralism at the national level. This is an issue common to formerly centrally-

planned economies in transition. Delivery agencies and, to a lesser extent, regional and local 

institutions are viewed as extended arms of the national central Ministries in the field. 

Ministries are sometimes unwilling or uncertain at which level meaningfully to devolve 

resources and responsibility. This reticence is often coupled with concerns about regional 

and local capacity and effectiveness. For entrepreneurship policy in Croatia, the situation is 

further complicated by the recent incorporation of the former Ministry of SMEs into the 

much larger MINGORP.
30

 In the context of a strong tradition of centralism at the national 

level, regional and local institutions can tend to look to and wait for the national central 

Ministry to act. An example is the current delay concerning the new legislation for RDAs. 

There is evidence, however, that the more entrepreneurial regional and local institutions have 

taken advantage of the autonomy provided by the legal framework of self-government to 

achieve ‗first mover‘ advantages and establish an early start on the regional and local 

development route. 
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 Programme-driven approach to policy. Programmes are typically developed separately in 

response to specific entrepreneurship policy issues as they arise or are perceived and 

recognised by policymaking institutions. This emphasis on the supply-side of programme 

delivery does not always or necessarily connect strongly with the needs of the demand-side 

of entrepreneurs and small businesses. This is a case of market failure because the 

understanding of the demand side needs of entrepreneurs and small business is limited and 

under-developed.
31

 The result is a large range (ca. 40 in MINGORP alone) of disconnected, 

fragmented and inconsistent programmes divided across different Ministries.
32

 In addition, 

consistent methodologies and techniques for policy development are not systematically 

deployed at the national or regional and local levels, for example the policy cycle model of 

problem definition, design, delivery and, connecting through feedback to the earlier stages, 

evaluation.
33

 Such outward looking approaches could better take account of and link with 

existing programmes across Ministries. 

 Fragmentation and duplication amongst regional and local institutions. An expanding 

multitude of regional and local institutions has created a crowded arena for business support. 

It is often not clear exactly who has responsibility and lead for which services amongst the 

institutions involved and, critically, amongst regional and local entrepreneurs and small 

businesses. Such regional and local initiatives — including business incubators, Centres for 

Entrepreneurship, Entrepreneurial Zones, and Technology Centres— are important and can 

perform vital roles. In the absence of a clearer strategic and institutional framework, 

however, they risk adding to the organisational complexity at the local level, overlapping and 

competing for customers and compromising the quality of available services. Such issues on 

the supply-side further confuse and potentially alienate entrepreneurs and small businesses 

from engaging with the business support network for specific support and advice further to 

develop, innovate and grow.
34

 

 Lack of systematic evaluation of programme and project effectiveness. Assessment of 

programmes and projects is limited or non-existent. Lack of knowledge and understanding 

about what works in policy and delivery terms hampers learning, innovation and the ability 

better to design effective policy and institutional delivery arrangements at the national, 

regional and local levels. 

Examples of good practice in Croatia 

We encountered several examples of ‗good practice‘ in Croatia: 

 The HITRO.HR business registration service utilises the ‗one-stop-shop‘ principle and 

provides national coverage in a timely and effective way. Significantly, this is a relatively 

new institutional innovation operating from the Finance Agency at the centre of government 

rather than any particular Ministry. In addition, its core registration database could provide a 

resource to feed into the evidence base for analysis of entrepreneurial dynamics within the 

Croatian economy. 
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 Local initiative and innovation. The leadership of public sector entrepreneurs was especially 

evident in several of the more dynamic regional and local institutions. Against a backdrop of 

national level uncertainty about the legal framework for RDAs and regional development, 

the Regional Development Agency Varaždin (AZRA) was established as a public interest 

company to undertake development tasks for the County and is not driven solely by the need 

to chase project funding to achieve a self-sustaining financial position in the short term. The 

agency has a usefully broad remit around sustainable development allowing it to develop 

innovative projects that integrate economic, social and environmental dimensions, for 

example in the field of health and quality of life. AZRA has established an inclusive 

partnership with regional and local bodies based upon dialogue and consultation. Other good 

examples regionally include the co-location of Development Agency North (DAN) and the 

Varaždin Technology Park which is especially useful in the early start-up phase of both 

organisations and was complemented by their outward looking approach, for example 

supporting SME participation in EU RTD (Research and Technological Development) 

Framework Programme projects. 

 County Development Plans. The EU-funded pilot County-level plans were drawn up in co-

operation with cities and municipalities, civil society and national government Ministries. 

New County Partnerships were established involving representatives from the public, private 

and civil society sectors to develop the plans and to encourage co-operation and partnership 

working with an eye to future EU Structural Funds requirements. Assessment and evaluation 

of these pilot initiatives will be important for the future development of regional and local 

institutions and for their relationship with the national level institutions. 

 Cross-County institutions. Development Agency North — established by 3 cities (Bjelovar, 

Varaždin and Virovitica) and 2 Counties (Medmurje and Koprivnicki poduzetnik) – has 

taken a ‗bottom-up‘ approach to establishing co-operation and working across administrative 

boundaries. The agency involves appropriate stakeholders in education, business and public 

authorities and provides an opportunity to garner a closer understanding of business needs 

and to develop more effective and efficient business support provision. While at a relatively 

early stage of development, DAN‘s experience will be instructive given the need for co-

operation amongst the high number of relatively small Counties with low tax bases in 

Croatia and the context of the forthcoming national framework for RDAs and EU 

regionalisation.   

 Mechanisms for sharing experience and knowledge exchange. At the national level, these 

were evident in HAMAG‘s link with an equivalent agency in Austria and, internationally, in 

AZRA‘s lead for the Brussels offices for regional agencies in Croatia and DAN‘s 

connections with agencies in Slovenia. Across the regional and local levels within Croatia, 

mechanisms were evident through the National Association of Institutions for SME 

Development and the ‗bottom-up‘ County Development Agencies network.  

Policy recommendations 

Improve the systematic collection and analysis of evidence. Understanding regional and local 

needs is currently hampered by the uneven availability of appropriate statistics, analysis and 

knowledge about local and regional economies, for example in terms of the business base, sectoral 

composition or workforce skills. Better tailoring of policy and service programmes to regional and 

local needs requires deeper understanding and knowledge of the local customer base of entrepreneurs 

and small businesses. More systematic and rigorous analytical approaches will also be required to 

demonstrate capacity, understanding and preparedness to develop programmes and projects for EU 



Institutional arrangements for the design and delivery of entrepreneurship policies 

 85 

funds, for example in undertaking ex ante appraisals of regional and local conditions. Greater and 

regular consultation with appropriate stakeholders, especially intended users and beneficiaries, can 

enhance strategy and policy effectiveness too and ensure the appropriateness of local institutional 

structures.
35

 Regional and local institutions are currently involved in relatively small scale local survey 

and evidence collection work to assist local analysis and policy development. Such efforts should 

ensure consistent use of methodologies and standards to allow longitudinal and comparative research 

and analysis to proceed from a solid evidence base.
36

 Utilisation of existing national level studies
37

 

and dialogue with the national statistical office to improve the quality and coverage of sub-national 

statistics is also important. 

Enhance co-ordination and integration at the national level. Establish a clear division of labour 

and distinct spheres of responsibility between the analysis, strategy development, policy design and 

evaluation role of the Ministries and the operational and delivery functions of the arms-length 

agencies. For example, the MINGORP should focus upon strategy, policy framework and programme 

development and more readily and quickly devolve programme delivery to HAMAG. In addition, the 

horizontal cross-departmental institutional mechanisms (i.e. Task Forces
38

, Working Groups) at the 

Ministerial level already in place in some policy areas should be extended to the entrepreneurship 

field.
39

 Strategy and policy development processes could also be further opened up to dialogue and 

consultation with relevant user associations and groups such as the Croatian Employers‘ Association, 

Chamber of Commerce, Chamber of Crafts, UHIPP (Association of Croatian Institutions for 

Enhancing Entrepreneurship), trade unions and CEPOR.
40

 The aim would be to increase dialogue and, 

understanding and to identify opportunities for co-ordination and integration of activities, especially at 

the national level. 

Incorporate regional and local perspectives into national strategies. Better connection between 

the aims of national and regional and local strategies can be achieved through the incorporation of 

regional and local perspectives in national strategies. This process of vertical integration between 

levels can help to tailor and differentiate policy for different types of regions and localities — helped 

by the finer grained analysis of regional and local needs from the strengthened evidence base (see the 

first recommendation above). Where this link is not present a degree of disconnection is evident, for 

example the national science and technology strategy lacked a regional or local dimension. 

International good practice suggests the sub-national dimension to science and technology strategy and 

policy delivery is increasingly important in the creation of effective territorial innovation systems.
41

 

Practical guides to support the cross-checking of the regional and local dimensions of national 

strategies and policies — so-called ‗region-proofing‘ — are available.
42
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Enhance connection and consistency between the aims and purpose of strategy, policy, 

programmes and projects. Strategy builds on analysis to set out and justify the aims, objectives and 

priorities. Policy sets the framework, instruments and measures through which such aims are to be 

achieved. Programmes are the sets of interconnected projects that will deliver the policy and strategy. 

More integrated approaches need to be deployed to ensure that connections and consistency are 

embedded within the policy process in the round. This then provides a means of countering the 

problems of fragmentation and underpins greater co-ordination and effective policy development and 

delivery. For example, aims and priorities need clear identification and articulation throughout the 

policy process. Given Croatia‘s stage of economic development, the quantity of new start-up 

businesses is understandably a concern but issues of quality — for example survival rates, growth 

potential and innovativeness — need also to be incorporated into the analysis and strategy 

development. Similarly important is the relative weight in entrepreneurship policy given to 

participation and the targeting of particular social groups (e.g. disadvantaged, ethnic and religious 

communities, war veterans, women and youth), ownership structures (e.g. co-operatives, public 

interest companies and social enterprises) and places (e.g. Areas of Special State Concern, highland-

mountain areas and islands).  

Achieve a clear and effective balance in the decentralisation of authority and resources to the 

regional and local level. A more effective balance needs to be found between the national centre and 

regional and local levels in developing and delivering entrepreneurship policies. Such issues are 

important internationally and analysis and good practice exist.
43

 In a relatively small state such as 

Croatia the roles and balances between the various levels is critical, particularly since shared 

responsibilities between levels of government are not clearly defined.
44

 In addition, over-burdened 

central Ministries could devolve more responsibilities and achieve greater levels of effectiveness
45

, for 

example through extending the current arms-length relationships and particularly enhancing the 

delivery and implementation role of agencies such as HAMAG. A first practical step could be a review 

of who does what and at which levels accompanied by reflection on the fundamental questions of what 

is the appropriate geographical scale at which to design and deliver entrepreneurship policy. The 

current context may be timely for such an exercise given the ongoing discussions regarding EU 

regionalisation and the potential establishment of 3 new regional entities at NUTS II level or the 

further deconcentration of functions to the NUTS II level.  

Critically, regional and local level institutions have the potential better to understand regional and 

local level needs and are more able to tailor policy effectively to address them. Disparities in 

entrepreneurial performance across Croatia
46

 suggest the need for differential approaches in 

addressing the issues. Such differentiation in policy development also needs to balance the need for 

scale economies and efficiency. Developing wholly unique place-specific programmes is ineffective 

and more specialised services can effectively cover wider geographical areas. Promoting a degree of 

specialisation in the business support network removes the need for many small institutions to attempt 

to offer the full range of services locally. They can more effectively signpost entrepreneurs and small 

businesses to the most appropriate source of advice and support within the broader network. The 

aspiration for the support network may be fewer, more specialised centres with better qualified and 

more experienced staff, linking to universities and graduate students where possible. With greater 

decentralisation, co-ordination and integration between national and regional and local levels needs to 
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be thought through. Greater and regular communication and consultation can promote dialogue and 

understanding between the different levels.  

Improve co-ordination and integration amongst regional and local agencies without losing 

local institutional diversity, initiative and innovation. Co-ordination and integration between regional 

and local agencies can be improved but this must not be at the expense of the strengths of local 

institutional diversity, initiative and innovation. Regional and local institutions should not be 

subsumed into a universal, ‗one-size-fits-all‘ model, especially given potential EU pressure toward the 

regionalisation of institutions at the NUTS II level. MMTPR is taking the right approach in seeking to 

establish minimum framework guidelines on what RDAs should do, their service quality levels and so 

on but, crucially, it should leave room for regional and local discretion and diversity in specific 

institutional solutions. This is especially important given the current organisational diversity and 

unevenness in stages of development amongst existing regional and local institutions. 

There are several practical ideas to improve co-ordination. First, utilisation of the ‗single 

gateway‘ or ‗one-stop-shop‘ concept may provide a means of enhancing co-ordination. The idea is to 

establish a single entry point for entrepreneurs and small businesses to access the business support 

network and be signposted to appropriate services. The concept does not necessarily imply the 

consolidation of institutions into a single ‗full service‘ provider organisation all under one roof. 

Instead, it suggests a single gateway to the wider network of service providers including public, 

public/private and private bodies. Greater co-ordination and integration can temper the further 

introduction of the creation of yet more local institutions at the city, municipality, local and county 

levels – especially since economic development is explicitly a legal task only for counties.
47

 

Duplication, overlap and competition for customers and projects and programmes can be minimised. 

Limited financial and staff resources may be more effectively pooled together through institutions 

working across administrative boundaries at relatively higher geographical scales.
48

 Size and capacity 

can be enhanced, for example in preparing project proposals for EU funds. 

Second, the standardisation and accreditation measures delivered by HAMAG to ensure service 

provider quality and consistency, especially for specialised consultants, should be rolled-out more 

fully and quickly. This will encourage consolidation and rationalisation within the institutional 

network as weaker providers will be forced to upgrade to meet appropriate quality standards or 

withdraw from the market. 

Third, the good practice knowledge exchange should be developed and built upon amongst the 

National Association of Institutions for SME Development and the County Development Agencies 

network. Examples include formal mentoring systems, helping to orientate institutions in their 

relationship to the national, regional and local levels, sharing good practice in developing programmes 

and drawing down EU funds. Such inter-regional and local co-operation mechanisms are crucial to 

building capacity, encouraging open dialogue and ‗learning by monitoring‘ to address shared 

challenges and reflect upon both ‗good‘ and ‗bad‘ practice.
49

 They will be particularly important for 

upgrading and advising the Counties and localities with agencies at earlier stages of development and 

embedding a culture of continuous learning and improvement to raise the capacity of staff and 

organisations. Stronger and more developed regional and local agencies should be supported to 

perform this role. 
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Introduce more systematic assessment and evaluation of policy interventions. More proactive 

and searching evaluation mechanisms need to be introduced and embedded into the policy design and 

delivery cycle with the aim of learning lessons and making subsequent strategy and policy more 

effective. The current approach of functionally checking outputs is limited and risks squandering 

opportunities for learning and development from policy design and delivery experience. Appropriate 

and consistent indicators of programme outcomes can be developed to support comparative and 

longitudinal analyses. With a more rigorous and robust assessment framework, more policy pilots and 

experiments could be undertaken supported by a systematic means to evaluate exactly what is 

effective and ineffective policymaking. 

International learning models in OECD countries 

Scottish Enterprise and its Local Enterprise Companies – National and regional/local co-ordination 

Description of the approach 

The purpose of this learning model is to illustrate the dynamics and tensions between national 

and local delivery of economic development services, and how these can change over time. Scottish 

Enterprise (SE) was established in 1991 to provide a full range of economic development support to 

lowland Scotland. SE succeeded a number of predecessor organisations that had existed in Scotland 

since the 1950‘s to stimulate economic restructuring and growth. SE‘s current annual budget is around 

£450 mn, and it is responsible for a very full package of economic development interventions: support 

for new starts and SME growth; attraction of FDI; workforce development; and urban regeneration. 

Around 70-80% of SE‘s budget is delivered through a network of 12 (originally 13) Local Enterprise 

Companies (LECs) covering the main regions of Scotland. These are now subsidiaries of Scottish 

Enterprise, though were originally established as separate, albeit publicly-funded, companies. Each 

LEC has its own Board, chaired by a local business person and with a majority of private sector 

representatives. 

The overall structure therefore comprises a national agency, SE, which holds the overall budget 

and is accountable to the Scottish Executive devolved government, and a series of subsidiary 

companies that draw from the national budget to deliver services in their local areas. SE nationally sets 

the overall strategy, priorities and targets as well as retaining responsibility for delivering certain 

activities. The LECs must commit to agreed contributions to national targets, work consistently within 

nationally agreed priorities and service standards, while tailoring their services to the particular needs 

of their local area. In addition, each region of Scotland has other local agencies that deliver services 

relevant to economic development. These include the local authorities, Chambers of Commerce, and 

private sector agencies. It is common for the LECs to contract with such local agencies to deliver 

certain of their services, for example SME support. There is therefore an additional, local dimension of 

interaction between different agencies. 

Rationale for the policy intervention 

The establishment of Scottish Enterprise was primarily driven by political factors, and reflected 

the then Conservative UK government‘s dissatisfaction with SE‘s predecessor, the Scottish 

Development Agency. The business rationale given at the time in 1991 was that SE would integrate 

economic development with workforce training (the national training agency was also incorporated in 

the new organisation), enable more private sector participation and leadership in economic 

development, through the structure of the LEC Boards and bring a greater degree of local knowledge 

and focus to economic development, through delivering services primarily through the LECs. It is the 

third of these that we concentrate on here, to provide a comparison with the Croatian situation. 
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Why the approach is relevant to Croatia 

The rapid increase in interest and activity in the general area of economic development in Croatia 

has been accompanied by the establishment of a wide range of organisations involved in the process. 

These are active at national, regional and local level. Improved connections and consistency between 

them have been identified as important areas for improvement going forward. The Scottish experience 

provides a relevant comparison. The countries are of similar scale in terms of population, and have 

faced similar economic challenges in relation to restructuring, modernisation and growing a more 

innovative SME sector. The specific relevance of the SE network lies in how it has dealt with the 

interconnection between national, regional and local delivery of SME and other economic 

development services, balancing national and local priorities, determining what services should be best 

delivered at each level, and managing the organisational challenges of the wide range of agencies 

involved. This links to the main report‘s policy recommendation to achieve a clear and effective 

balance in the decentralisation of authority and resources to the regional and local level. 

Reasons for the success or failure of the approach 

In the early stages of SE, the LECs were afforded a large degree of autonomy. They prepared 

their own annual strategies and bid competitively to SE for budget allocations. SE retained 

responsibility for national strategy, FDI attraction and impact monitoring. But it exercised this 

responsibility with a relatively light touch. As a result, the LECs were able to build their own 

reputations, contacts and, in some cases, brands within their regions. This brought a number of 

benefits: clear identification of local needs and priorities; partnership working with other local 

agencies; strong visibility within their regions, making contact and access to services relatively easy; 

and, ability to focus on projects and activities of most relevance to their area. Some disadvantages 

were also evident, however, including difficulties in agreeing the right balance between national and 

regional priorities, development of duplicating and overlapping services in each region, causing 

confusion for the businesses being supported, inconsistent quality and terms of service, inefficiencies 

in administration budgets and tensions between national and local management. 

From around 1999 onwards, more control began to be exercised from SE nationally. The LECs 

became subsidiaries of SE, rather than separate companies. Their budgets were allocated centrally, 

rather than negotiated annually. Performance targets and measures were set by SE nationally, and 

common standards enforced for organisational structure, products and services, and branding. Shared 

administrative services were established. On the positive side, this led to a more strategic, national 

approach. Common standards of service and more consistent communications were possible, and 

customer expectations were clearer. Less positively, the change reduced local innovation and 

sensitivity, reduced the influence of LECs (and therefore economic development) in local partnerships, 

increased many aspects of administration through more detailed monitoring and performance 

measurement, and caused tensions over responsibility for major projects or programmes that had a 

national impact but a local presence. 

In summary, the experience of SE and the LECs illustrates that there is no single ‗correct‘ 

balance between national and local delivery. The pendulum will swing from one to another, depending 

largely on political factors. A broad framework of a clear national strategy and consistent quality 

standards combined with local knowledge and partnership capacity does however offer a potentially 

powerful delivery model for economic development interventions. 
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The obstacles faced in implementation and the quality of the response taken 

In the early stages of SE and the LECs, it proved difficult to recruit local business people to join 

their Boards, particularly those who could operate effectively in a non-executive capacity. It also 

proved challenging to recruit staff of a consistently high quality across all regions, with the larger 

cities and regions proving more attractive. Building local partnerships also proved difficult in some 

areas, with many local authorities mistrusting what they perceived to be unelected and unaccountable 

agencies. These challenges were met only in part in most regions, and continue to be evident even 15-

16 years on from SE‘s establishment. In the later years, with the shift to more central control and 

direction, the process of change was hindered in many regions by political disputes over control and 

responsibility. The scale of change in itself became a major bureaucratic exercise, and diverted 

considerable time and resource from service delivery. This demonstrates the risks of allowing too 

inflexible and entrenched an approach to delivery to become established, as the timescale and cost of 

change detract from the core purpose of supporting economic growth and can alienate the business 

community that is seeking support. 

Considerations for successful adoption in Croatia 

The Scottish experience suggests that no single, fixed model is appropriate when determining the 

correct balance between national, regional and local delivery. It is however advantageous to have a 

clear national strategy, which each region takes responsibility for making a contribution to. It is also 

beneficial to design consistent services to business at a national level, so that SMEs and others know 

what to expect and that wasteful competition across regions is avoided. Actual delivery of SME 

services tends however to be more effective when driven at the local level. Knowledge of local 

businesses and their needs will be better, access for SMEs will be easier, and the building of the 

partnerships needed with other local agencies will be more effective. Combining the best of national 

strategy and consistency with local delivery and accountability, within structures flexible enough not 

to require disruptive change when adjustments are necessary, is a challenging objective but a 

potentially powerful approach to SME support. Many of the components of such an approach are 

already evident in Croatia, but they lack as yet the linkages that would enable them to work more 

effectively and consistently. 

Contact details and website for further information: 

Scottish Enterprise: 

Web-site: www.scotent.co.uk  

Address: 5 Atlantic Quay, 150 Broomielaw, Glasgow G2 8LU, U.K. 

Telephone number: Tel: +44 141 248 2700, Fax: +44 141 221 3217 

Business Link in North East England – Regionalisation and service provider accreditation 

Description of the approach 

The North East Business Support network was established in 2004 to integrate and co-ordinate 

business support through a new ‗regionalised‘ delivery model. Under the ‗Business Link‘ brand, 

governance and funding was moved from the Small Business Service to the Regional Development 

Agency and the geographical policy delivery focus transferred from the local to the sub-regional level. 

Business Link acts as a broker and ‗one-stop-shop‘ single entry point and seamless connection to the 

http://www.scotent.co.uk/
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wider network of service providers. A new service provider accreditation and registration system has 

been introduced to improve quality and consistency of business advice. 

Rationale for the policy intervention 

North East England suffers from acute entrepreneurship problems including low rates of business 

start-up, limited business stock, significant business failure rates, under-representation of women and 

disadvantaged community entrepreneurs, low cultural valuation of entrepreneurship and limited 

support for high growth SMEs. Research and consultation concluded in 2001 identified an overly 

complex, fragmented and poorly co-ordinated business support network with uneven quality and 

inconsistency amongst service providers and actual and perceived administrative barriers as significant 

constrains upon entrepreneurship and SME development in the region.  

Why the approach is relevant to Croatia 

Croatia is experiencing problems similar to North East England concerning institutional co-

ordination and integration. The diversity of regional and local institutions is creating issues of 

duplication, overlap and competition for customers, projects and programmes. Its business support 

system is searching for a more effective framework structure but it needs to undertake any reform 

without undermining local initiative. The approach in North East England connects directly to the 

main report‘s policy recommendation seeking to improve co-ordination and integration amongst 

regional and local agencies without losing local institutional diversity, initiative and innovation. In 

common with North East England, standardisation and accreditation is being sought through HAMAG 

to improve business support service provider quality and consistency.  

Reasons for the success or failure of the approach 

The regionalisation delivery model has been a relative success in North East England because it 

has simplified the routes into business support for entrepreneurs and SMEs throughout the region and 

the sub-regional focus has reduced fragmentation and duplication at the local level. In addition, the 

local delivery model has been maintained but is now backed up by regional level resources. Given the 

deep rooted entrepreneurship problems in the North East, however, only in the longer term will the 

success of the business support network in improving entrepreneurship outcomes be judged. 

The obstacles faced in implementation and the quality of the response taken 

The new regionalised Business Link system has had to balance increased targeting (e.g. sectors) 

with participation issues (e.g. women, ethnic minorities, disadvantaged areas) and cope with increased 

intensity of relationships with customers as part of its shift toward a value adding service based upon 

proactive, in-depth understanding and coaching and away from simple provision of funding.
50

 In 

addition, the new network has had to increase the number of access points for new customers and 

increase its use of ICT in service provision. Amidst these new challenges, the new network has coped 

well, although the benefits of the new service provider registration system are expected to take longer 

to filter out weaker suppliers and feed through into improvements in the overall network. 

Considerations for successful adoption in Croatia 

This learning model highlights the need to think through and establish the most appropriate and 

effective scale for the delivery of business support services for entrepreneurs and SMEs. Too many 
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local institutions led to fragmentation and complexity in North East England. Similar problems in 

Croatia might warrant exploring the potential of a more regionalised approach with fewer, more 

specialised business support institutions linked within networks. Clarification of the legislative 

framework for RDAs in Croatia should provide a clearer framework for undertaking this task. The 

service provider and accreditation system could be cross checked with the current scheme to ensure 

good practice policy learning and transfer. 

Contact details and website for further information: 

Business Link North East: 

Web-site: http://www.businesslink.gov.uk/bdotg/action/home?r.l1=1073909872&r.l3

=1074537135&r.l2=1074537118&r.s=m  

Address: Spectrum Business Park, Seaham, County Durham, U.K. 

Telephone number: Tel: +44 0845 600 9 006 

Youth Entrepreneurship Challenge in Québec – Provincial and local partnership and co-operation 

for youth entrepreneurship 

Description of the approach 

The Youth Entrepreneurship Challenge is an action plan that aims to promote the spirit of 

entrepreneurship in Québec and to foster entrepreneurial values amongst Québécois youth
51

. The 

programme is organised around three themes: inviting schools to participate, creating a favourable 

environment and disseminating effective strategies to young entrepreneurs. The programme involves a 

range of measures that are directly targeted and participatory in nature, for example the development 

of learning materials for integration into educational curricula, the deployment of collective 

entrepreneurship promoters in regional development co-operatives and the establishment of 

‗environmental micro-business schools‘ in elementary level schools. A total of C$38mn has been 

allocated to implement the programme between 2004 and 2008. The programme is implemented by 

local partner organisations and co-ordinated by the Secrétariat à la jeunesse
52

. 

Rationale for the policy intervention 

Relative underperformance in entrepreneurship amongst young people in Québec and the 

importance of entrepreneurship for the establishment and growth of new and existing small businesses 

prompted the provincial Government of Québec to develop the programme. Young people are seen as 

providing the creativity, dynamism and vitality necessary to promote innovation and new ideas for 

socio-economic regeneration. The programme seeks to work with local partners on measures that 

promote entrepreneurship attitudes, values and skills – including creativity, autonomy, leadership, 

responsibility and solidarity – beneficial to tomorrow‘s entrepreneurs.  

Why the approach is relevant to Croatia 

The programme provides an example of how two key Provincial level government departments 

(Ministère de l’Éducation and Ministère du Développement économique et régional) can work with as 
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52.The Secretariat for the youth refers directly to the Prime Minister and the General Secretariat. 
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well as devolve responsibility for youth entrepreneurship development to the province-wide 

Secrétariat à la jeunesse to co-ordinate the programme with local level school, vocational and 

university educational institutions and other socio-economic organisations. The programme connects 

to the main report‘s policy recommendation concerning the need to achieve clear and effective 

balances in the decentralisation of authority and resources to the regional and local level. In addition, 

the programme‘s openness to economic and social entrepreneurship can potentially contribute to the 

stimulation of economic activities and the meeting of unmet social needs. The collective ethos in the 

programme also connects with Croatia‘s historic traditions of co-operation and collective ownership. 

Working across the province, the programme has supported experimental entrepreneurial activities 

across the regions of Québec and has the potential to contribute to lessening spatial disparities in 

entrepreneurial and economic performance across Croatia‘s counties. 

Reasons for the success or failure of the approach 

The programme has been highly successful in terms of increased outcomes, for example dramatic 

increases in the numbers of student entrepreneur clubs and in participation in the Québec 

Entrepreneurship Contest, and its funding has been twice extended for 2007 and 2008 and, most 

recently, to 2009. Crucially, the programme has had top level support. Youth matters are one of the 

Québec Government‘s priorities and are overseen by the Premier. The programme‘s success has been 

attributable to the wide ranging role and dynamism of the Youth Entrepreneurship Outreach Workers 

enrolling and supporting agencies to develop and implement projects 

The obstacles faced in implementation and the quality of the response taken 

The main obstacle has been the identification and recruitment of the Youth Outreach workers 

since these are pivotal to the success of the programme. 

Considerations for successful adoption in Croatia 

This learning model requires several key elements to work successfully. First, it requires national 

ministry co-operation and commitment to co-funding in making youth entrepreneurship promotion a 

key priority. Second, it needs a focused agency at arms-length from the key ministries to co-ordinate 

and involve key local partners in programme implementation. Third, it requires robust evaluation 

frameworks in order to assess the value of experimental and small scale local versions of the 

programme measures that could be rolled out in the first instance.  

Contact details and website for further information 

Secrétariat à la jeunesse Québec: 

Web-site: www.jeunes.gouv.qc.ca 

Address: 875, Grande Allée Est, Bureau RC-04, Québec (Qc) G1R 4Y8, Canada 

Telephone number: Tel: +1 418 643-8864, Fax: +1 418 646-8104 

Conclusions 

Overall, the strengths of the current entrepreneurship policy approach include understanding of 

the problems and potential solutions, regional and local institutional initiative and vitality and 

committed staff. Examples of good practice include the HITRO.HR business registration service, local 

initiative and innovation, county development plans, cross-county institutions, mechanisms for sharing 

http://www.jeunes.gouv.qc.ca/
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experience and knowledge exchange. Weaknesses with the current policy approach include 

fragmentation and lack of co-ordination between national level ministries, legacy of centralism at the 

national level, programme-driven approach to policy, fragmentation and duplication amongst regional 

and local institutions and lack of systematic evaluation of programme and project effectiveness. Key 

recommendations comprise improve the systematic collection and analysis of evidence, enhance co-

ordination and integration at the national level, incorporate regional and local perspectives into 

national strategies, enhance connection and consistency between the aims and purpose of strategy, 

policy, programmes and projects, achieve a clear and effective balance in the decentralisation of 

authority and resources to the regional and local level, improve co-ordination and integration amongst 

regional and local agencies without losing local institutional diversity, initiative and innovation and 

introduce more systematic assessment and evaluation of policy interventions. 

Several strategic issues for entrepreneurship policy that impinge upon broader approaches to local 

development arise from the analysis. First, Croatia has had to travel far in a very short period of time 

in the post-socialist transition and post-conflict context. This background places a premium on 

dialogue, learning and innovation to develop entrepreneurial policy and institutional frameworks 

tailored to Croatia‘s particular needs and able to avoid the common pitfalls experienced elsewhere. To 

date and, given the run up to EU accession, into the future economic development strategies and 

practices have been shaped by external agencies. Croatia needs to find ways to utilise enduring 

traditions and strengths from its past in productive new ways, for example co-operation and collective 

and mutual learning, in its transition to a more liberalised market economy. The introduction of VAT 

thresholds beneath which fledgling businesses, perhaps with co-operative ownership structures, would 

be exempt might be one step toward formalising ‗grey economy‘ businesses. Second, Croatia‘s spatial 

disparities in economic and social conditions – including levels of entrepreneurship and small business 

formation - are wide and deep between and within counties, fuelled by the concentration of growth and 

economic activities in the main urban centres of Zagreb, Split and Rijeka and depopulation in the 

periphery. The national commitment to regionally balanced development is therefore under pressure 

and will be tested in future in the context of increased competition in the Croatian market in the 

context of the Single European Market and the need to create value-adding and internationally tradable 

economic activities, perhaps with a more sustainable flavour that balances economic, social and 

environmental concerns. Last, in the context of pre-Accession pressures toward regionalisation at 

NUTS II level — perhaps creating only 3 regions for Croatia – there is a need to reflect and think 

carefully about how to amalgamate the counties and negotiate locally appropriate structures that 

encourage the existing successful institutions to flourish and not be discouraged by what might be 

understood as ‗top-down‘ initiatives. 
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POLICIES FOR DEVELOPING ENTREPRENEURSHIP SKILLS AND CULTURE  

by Nathaly Riverin 

Introduction  

Entrepreneurship is more about people than about firms, institutions and programmes. If previous 

recommendations are to be achievable, it is important that regional inhabitants accept them and are 

prepared to invest both personally and collectively. This is precisely the subject of this chapter, which 

attempts to answer a basic question, namely: how can Croatians be encouraged to launch projects, 

create new ventures and develop existing firms with a view to repositioning their country on the 

European checkerboard? Generally speaking, it is a matter of improving the existing entrepreneurial 

fabric and preparing it for the free market through general policies, programmes and instruments 

delivered primarily by the public sector, but also by the private sector.  

In this chapter we will be studying two possible responses, both of which constitute individual 

challenges and require sustained commitment and perseverance if they are to succeed. They are to 

stimulate an entrepreneurial culture among the general population, and to develop the skills of 

entrepreneurs and small business support staff. While separate, these two challenges are nevertheless 

connected. The former involves a much broader audience, while the latter requires the availability of 

competent personnel able to support and train existing and future entrepreneurs, identify their needs, 

provide them with the right information and, especially, help them find the right methods.  

First of all, it should be noted that the two targets addressed in this chapter have been discussed 

extensively in official documents and in the GEM study.
53

 Our goal here is to trace an overall profile 

of the situation as we understood it in the short time available to us during the study visit, and 

highlight the strengths and weaknesses of responses to the general political orientations. Lastly, given 

the intangible nature of the subject, we propose a number of highly pragmatic recommendations, as 

well as some practical learning models that produce results in the short or medium term and have 

officially proven their worth in the past.  

Analysis of the existing system and its supply of entrepreneurship promotion and education 

If entrepreneurship is more about people than about firms and programmes, the first questions we 

should be asking are: who are the key players in Croatia‘s entrepreneurial system? Are they doing 

their job? And how could their actions be improved to strengthen the entrepreneurial culture in the 

regions of Croatia, and develop the entrepreneurial skills of existing and future entrepreneurs, and 

ultimately of the next generation of entrepreneurs?  
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Figure 2 shows the system structure and illustrates the large number of players available to help 

build an entrepreneurial society in Croatia. 

Figure 2. A systematic view of entrepreneurship 

   

Source: Stevenson, L. (2006), An analysis of entrepreneurship policies in 13 countries: where does Canada fit?, 23rd Annual 

Conference, Fondation de l‘entrepreneurship, Quebec City, February 14, 2006. 

Our first comment is that the steps taken so far to stimulate an entrepreneurial culture and 

develop the entrepreneurial and managerial skills of entrepreneurs and small business owner-managers 

have been either timid or completely non-existent. In reality, many programmes have been introduced 

in the last three years, and the system is still a long way from having reached cruising speed. Policies 

and programmes must first reach their target client groups and generate action. This, we feel, has not 

yet been achieved. 

A brief examination of the country‘s entrepreneurial system suggests that some key 

entrepreneurship players are virtually absent from the profile, while other important players have 

much more active roles. The education system, local elected officials, the media and the firms 

themselves are the players most likely to develop an entrepreneurial culture and entrepreneurial 

skills.
54

 We found no tangible proof of their involvement in entrepreneurship awareness-raising or 

training, either in the field or in the official documentation. 

The role of the education system 

At first glance, the absence of the country‘s Ministry of Education from the list of key players in 

Croatia‘s entrepreneurial system appears to be a weak link. The people we met did not seem surprised 

by this absence, however, and expressed strong doubts as to the education community ability to 

―progress quickly‖ and introduce new teaching approaches conductive to entrepreneurship. Yet, 
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official EU documentation clearly highlights the important priority role of the education community in 

this respect, and lists it as the first line for action in the European Charter for Small Enterprises.
55

 

Throughout Europe and America alike, successful entrepreneurship education initiatives abound and 

have produced some excellent results.
56

 

In such a context, it is highly unlikely that Croatia‘s Ministry of Science, Education and Sport 

will be able to avoid playing role in the effort to convert the country‘s economy, through 

entrepreneurship among other things. Indeed, in a 2005 programme known as The Croatian National 

Educational Standard (CNES)
57

, the Ministry undertook to change its teaching approaches with a view 

to fostering creativity, learning through problem solving, and entrepreneurship.  

A brief field trip revealed that the community appears to be ready for its new role. Extracurricular 

initiatives such as Junior Achievement –Young Entrepreneurs (JA-YE) already exist in many high 

schools
58

. As the Croatia Junior Achievement website
59

 shows, the initiative reached 16% of high 

school students in 2006. Clearly, initiatives such as these are becoming more popular within the 

education system, but are still not widely known outside the education community, and have not yet 

been fully integrated into other schools. However, the student response in schools that offer the 

programme has been excellent. 

Even more importantly, none of the many stakeholders we interviewed mentioned the role 

currently played by the country‘s universities in entrepreneurship education. It is somewhat surprising 

to note that very few people were able to say which universities offer entrepreneurship or small 

business programmes. A review of websites and the GEM report reveals that some universities, 

including one private university, offer courses in administration, but the extremely high enrolment 

costs combined with lecture-based teaching methods do not attract the average entrepreneur. In any 

case, entrepreneurs are not part of the target client group. So far, the business schools have tried to 

recruit elite students and have not targeted small business owner-managers or future entrepreneurs.
60

 

Generally speaking, in science and management faculties, the traditional lecture-based teaching 

methods do not allow students to develop skills such as creativity, autonomy, initiative or tolerance of 

risk, but encourage them to be reactive instead. In other words, it is simply not possible to develop 

entrepreneurial knowledge, skills or experimentation in the type of university system we observed. 

                                                      
55

 Charte européenne des petites entreprises: rapport 2004, p. 60. 

56
 European Commission (2004), p. 50. 

57
 ―We have clear educational goals. We have a framework for a systematic improvement of education-the 

CNES-through which we shall relieve the student work load, enable a more creative education and 

enhance the capability for problem solving and entrepreneurship.‖ CNES (2005), 

http://public.mzos.hr/Default.aspx?sec=2501. 
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 ―JA-YE enterprise and economic education programmes are designed for young people ages 6-30 and are 

implemented through a partnership between local businesses and schools. JA-YE organisations teach 

enterprise, entrepreneurship, and ―economic literacy‖, focussing on the importance of market-driven 

economies; the role of business in the economy; the relevance of education in the workplace; the 

impact of economics on a child‘s future; and the commitment of business to social, environmental, 

and ethical issues.‖, www.ja-ye.org. 

59
 ―Junior Achievement uses hands-on experiences to help young people understand the economics of life. In 

partnership with business and educators, Junior Achievement brings the real world to students, 

opening their minds to their potential.‖, www.ja.org. 
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Entrepreneurship as a subject area has not yet been able to penetrate what is essentially a 

scientific community. And yet, it is one of the targets identified by the EU. More specifically, the EU 

encourages additional scientific research into firms with strong growth potential.
61

 When the challenge 

of entrepreneurship is eventually taken up by the education system, there is a good chance that some 

major changes will be required, especially with regard to the TEA. Despite a university system that 

perpetuates tradition, however, CEPOR
62

 and SOROS
63

 appear to be the most advanced in terms of 

developing entrepreneurial skills and recognising entrepreneurship as a lever for development.  

In short, if the country is to develop human resources who are able to improve the entrepreneurial 

system, this line of action must become a priority. In the meantime, other tools are being developed to 

speed up the process, and this is proving to be highly conducive to entrepreneurship. 

The venture creation agency (HAMAG) 

HAMAG, which plays the leading role in entrepreneurship in Croatia, is extremely dynamic. It 

has introduced a number of interesting programmes, including a certification programme for advisory 

staff which consists in the “development of promotional and advisory personnel on the state and local 

level, who will permanently educate, inform and train participants in the area, and who will design 

and implement measures and activities for the development of small entrepreneurship, with special 

attention to the support if the development of operators in small entrepreneurship”. The programme is 

delivered by SOROS-Institute Open Society-Croatia and receives financial support from USAID.  

The programme addresses the uneven skill levels among personnel throughout Croatia who 

provide front-line support for entrepreneurs. They are employed in Entrepreneurship Centres, 

incubators and entrepreneurial zones – in short, in the various institutions that work with entrepreneurs 

and small businesses. The agency uses opinion polls to carry out systematic assessments of the 

training needs of entrepreneurs and support staff.  

The institutional structure is therefore ready to welcome skilled people – but are those people 

available? The task of recruiting people to become entrepreneurship pioneers is proving difficult. 

Entrepreneurs want to meet with people who speak the same direct, practical language. Peer 

experience is still one of the cornerstones of credibility. Moreover, it is widely accepted that local 

development needs a local component. Will these people be able to integrate and be accepted by the 

business community? Clearly, additional effort will be needed to forge contacts with business 

communities and build mutual trust between the formal and informal private sectors and the public 

sector. We observed that recruitment is difficult even for well-known organisations, and even in the 

more dynamic regions. 

The presence of international agencies 

The presence of international agencies is important and their role is essential at several levels, 

because if expertise is not available in the country, it must be imported, or must be developed through 

training abroad. USAID plays an active role in the skill development process by providing skilled 

trainers. It goes without saying that the United States‘ expertise in entrepreneurship and international 

trade is a major advantage in this respect.  
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The private sector 

The private sector has made only timid inroads into a market that could produce some profitable 

business opportunities in the medium term. At the present time it is difficult to assess the profitability 

of this economic sector because the country‘s small firms have not responded in large numbers to the 

consultation opportunities and training sessions offered. It is still too soon to regard this as a market of 

the future. So far, small firms do not have the financial resources required to use professional 

consultants, who tend in most cases to be from abroad. Leading-edge expertise, in other words. 

The Chambers of Commerce, Chamber of Crafts and employer associations are officially 

recognised by the State and work together to improve the products and services available to their 

members. Membership is mandatory for both Chambers. 

The Economic Chamber offers training sessions and works generally on labour development. The 

chambers also qualify for European Union programmes, including the Life Long Learning Programme 

supported by CARDS.
64

 The PUMA programme
65

 provides a model in this respect. The programme is 

offered by Croatia‘s Association of Employers and is aimed mainly at managers in larger firms.  

The media 

The messages we received concerning media presentation of small business and entrepreneurship 

were mostly negative. This observation is corroborated by Slavica Singer‘s study
66

, presented in the 

introduction. It shows that, generally speaking, the media publishes very few positive models of 

entrepreneurs. However, HAMAG and the Chamber of Craft told us they made systematic 

contributions to the public interest media.  

Activities in the entrepreneurial system 

We briefly reviewed a number of successful initiatives, such as the National Conference on Small 

Business and Entrepreneurship held every year in June and attended by entrepreneurship stakeholders. 

There is also a competition to acknowledge the successes of the country‘s best entrepreneurs, with 

awards in six categories (micro, small, medium-sized, innovator, exporter and female entrepreneur). 
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 The goals of CARDS: Community assistance is provided through investment and institutional reinforcement 

programmes. Among other things, CARDS focuses on: 

 Reconstruction, help with returning refugees and displaced persons, and regional stabilisation.  
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society, media independence and support for the fight against organised crime. 

 Sustainable economic development and economic reforms aimed at building a market economy. 

 Social development, including prevention of poverty, gender equality, education, teaching and 
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 Regional cooperation.  

 CARDS should result in greater coordination, visibility and efficiency for EU assistance. To 

qualify for CARDS programmes, countries must uphold democratic principles and the 

constitutional State, as well as human rights, minority rights and fundamental freedoms. 
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Current policy approach in Croatia: strengths and weaknesses 

Strengths and future prospects 

Entrepreneurial activity in Croatia has grown significantly and the arrival of a new generation of 

entrepreneurs has been extremely beneficial in this respect (TEA increased from 2.56% in 2003 to 

8.58% in 2006). Similarly, Croatians themselves confirm the existence of business opportunities in 

their country. There is currently a trend towards entrepreneurship in Croatia. The institutions we 

visited spoke of a clear national desire to do whatever is necessary to introduce the various 

entrepreneurship support measures and programmes offered by the EU. Many of the world‘s 

economies find it difficult to justify their investments in entrepreneurship and to adjust or alter their 

existing structures – especially in the education community – when they are also facing other concerns 

of a social or ecological nature. In such cases, significant economic progress is clearly required, and 

this operates in favour of entrepreneurship. The current political system is working on change and 

creativity. In addition, it has a young and highly qualified workforce, which is a prerequisite for 

change and innovation. While in the field, we met with dynamic individuals who had developed 

project after project and used every programme at their disposal to stimulate their communities.  

Rural communities also provide fertile ground for entrepreneurship because farmers, in their 

activities and lifestyle, have a tradition of self-sufficiency, leaving room for other types of production, 

especially for future generations.  

The presence of champions who continually develop innovative projects also helps to generate an 

entrepreneurial development and support dynamic based on the successful models produced by the 

champions. Recent entrepreneurial results suggest that a new generation of entrepreneurs is currently 

emerging, and will probably go on to convey entrepreneurial values in the future, at the same time 

rehabilitating the image of entrepreneurs and strengthening Croatia‘s entrepreneurial culture. 

Weaknesses and threats 

The value system of a society evolves over the centuries, as a result of its experience. The system 

is impacted by different influences and value subsystems such as religion and the political and 

economic ideology. The Socialist system and the Catholic religion, both of which have influenced 

Croatia in the past, are not known for encouraging entrepreneurial values such as independence, self-

accomplishment, control, marginality and so on. In Croatia, these are not the only cultural barriers. We 

also found that the business community‘s image is currently in a crisis situation. Moonlighting, 

corruption, failure to pay and financial scandals have all had a negative impact on the population‘s 

view of entrepreneurship. What parent would want or encourage a child to choose corruption as a 

career path? Scandals, regardless of their scope, tarnish the entire value chain. 

We observed a general lack of effort to raise awareness of entrepreneurship among different 

client groups. This, however, is the stage in the process that takes the longest. The study by Singer
67

 

revealed that entrepreneurial success is not yet valued by a large percentage of the population; some 

45.1% of respondents said entrepreneurial success did not confer social status. The same can be said of 

the media, which virtually ignores entrepreneurial success (36.8 %).  

We also observed a total lack of integration between the educational community and the business 

community. At the present time, the universities do not meet the needs of businesses, and even less of 

entrepreneurs. Teaching methods are accused of being classical, theory-based, and far removed from 
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practice and the field. Yet, our own observations suggest that the university system is by no means 

immutable (Varaždin, Osjek, Zagreb). There are prospects for advantageous pairings between the 

private and scientific sectors. So far, like most other successful initiatives, they depend on the people 

concerned.  

Threats 

Most local, regional and even national interventions focus principally – or perhaps in priority – 

on infrastructures (zones, industrial estates, incubators) and business support (see Table 1). We also 

observed that, generally speaking, very little effort, in the form of sustained programmes, has yet been 

directed towards creating an entrepreneurial culture, improving the business environment or 

introducing entrepreneurship education into the educational system.  

But in order to have a broader impact, it is very important to achievement different steps and to 

go further as illustrated in the table 1. There are numerous activities that need to be done on 

infrastructure, we observe a large interventionism on this particular ground but fewer on climate and 

support. In order to develop a very entrepreneurial community or region (or even country) there are 

three levels of activities that could be initiate. All these have an important role to play. The first level 

consist to put in place the required infrastructures and services to be able to physically install 

enterprises. But when you have the infrastructure, your population is not necessarily prepared to do 

businesses. So that why the climate that stimulate and entrepreneurship is important. Beside, because 

entrepreneurship is not an easy path, the support and resources in the environment of entrepreneurs 

can play a key role. 

Table 20. Entrepreneurial community - Checklist 

Infrastructure 
        Property 
        Public services 
        Services 
        Taxes and regulations 
        Demand-focused approach 

 
Climate 

        Awareness 
        Recognition 
        Culture 
        Anonymity 
        Quality of life 

 
Support 

Basic Supply: 
        Positive climate and infrastructures 
        Business services 
        Emphasis on entrepreneurs 
        Networks and mentors 
Specialist Supply: 
        Entrepreneurship training 
        Financing 
        Market development 
        Young entrepreneurs 
High-Performance Supply: 
        Customised facilitation and support 
        Risk capital 
        Entrepreneurship in schools 
        Entrepreneurship support agencies 
 

Source: Centre for the Rural Entrepreneurship (2003), Community environment for entrepreneurship, Monograph, p. 5. 
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The private sector has not yet found its path or its role in promoting entrepreneurship, transferring 

knowledge and generating socio-economic commitment. The Chamber does this, but from the 

standpoint of big business, and consequently finds it difficult to reach entrepreneurs. USAID promotes 

private foundations and emphasises the important role played by foundations in American 

development.
68

 

Examples of good practices in Croatia  

In spite of these threats, we identified a number of excellent initiatives such as the Annual Small 

Business Conferences and the Entrepreneurship Competition
69

. They are still in their infancy, 

however, and it is too early for them to produce real results or alter the value system of the Croatian 

population. However, these events gain to be considered like the roots of a dynamic entrepreneurial 

community of practices and a place for networking and exchange of experiences. This community of 

practitioners and entrepreneurs has the potential to explore what needs to be done and propose to 

Hamag or other structure, they can also merge their resources to develop projects in order to respond 

to entrepreneurs needs. It has been expose that entrepreneur in Croatia needs different channels to 

reach the public sector. 

AZRA is one example of the potential that exists for supporting local entrepreneurship through 

intrapreneurship rather than through programmes. It has managed to incorporate several dimensions 

(local, national and international) and generate real action in response to local needs. Its human 

resources management approach is dynamic, encouraging practical learning, continuous training and 

collective learning – a strategy that has proved to be a winner in a context where staff recruitment is 

difficult. The comments of their pairs about their leadership in actions suggest us that this is a model 

for them so it is a clear sign that it can be qualify as a good practice in this country.  

Policy recommendations 

As mentioned earlier, a number of programmes have been introduced in the last three years, but 

the system has still not reached cruising speed. Policies and programmes must reach their target 

audiences and generate action, and this, in our opinion, has not yet occurred. The purpose of these 

recommendations is to reinforce existing activities, encourage players who are absent from the arena, 

and add elements we believe are both urgent and essential to stimulate the creation of an 

entrepreneurial culture and the development of entrepreneurial skills in small firms. 

General recommendations 

 Adopt a programme-driven approach. In policies, programmes and instruments, structures 

appear to be imposed and very few initiatives truly originate in the communities or as a 

result of the communities‘ needs. To inject dynamism into the entrepreneurial system, there 

must be room for new, private initiatives to emerge. If the present dynamic is not reversed, 

there is a danger that the new generation of entrepreneurs and support staff will depend 

systematically on central Government funds for their survival. This is not much better than 

enriching a system of employment insurance or social assistance. The Government should 

not become the depository for a series of programmes introduced to deal with potential 

problems.  
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 Build an entrepreneurial culture that is concerned with the common good and the social role 

of entrepreneurs. This involves encouraging a dynamic based on sustainable collective 

enrichment – a difficult task, but one that is perfectly achievable because the window is 

presently wide open. Given the recent political and economic scandals that have tarnished 

the reputation of the economic elite, the time is right to refocus the general view of 

entrepreneurship on the work of small firms and their importance, and to change the legal 

system quickly, so that the market can operate within the rules. It is also the right time to 

involve the economic community in an extensive campaign to clean up the corruption 

currently flourishing within its ranks. This requires accountability for all those involved. The 

answer may be individual or collective entrepreneurship throughout the country‘s various 

regions. Entrepreneurship is a powerful way of achieving social and economic democracy. 

Cultivate an entrepreneurial culture 

 Encourage champions, successful initiatives and project proponents wherever possible, and 

capitalise on their success. It is possible to introduce a process that will encourage successful 

organisations to teach, exchange and extend their projects into other regions or other 

organisations. This would not only speed up the knowledge transfer process, but would also 

help forge contacts between stakeholders and take advantage of the experience accumulated 

by model initiators. In short, it is a strategy that has advantages for everyone concerned, 

provided it includes financial or other types of incentives.  

 Improve the current Entrepreneurship Competition and introduce a new National 

Entrepreneurship Contest involving a wide range of entrepreneurial players and recognising 

a variety of different entrepreneurial projects. This would help capitalise on the 

entrepreneurial successes of recent years. 

 Use the media more intensively to enhance the value of entrepreneurship and entrepreneurs 

and reposition their role in the current economic and political transformation; inform 

(educate) the population and the entrepreneurial community through ongoing activities in the 

entrepreneurial system (Créativallée model
70

). 

 Organise events at which stakeholders can gather, discuss and make collective progress. This 

will speed up the learning process and allow the existing system, which is already fairly 

dynamic, to reach maturity more quickly: e.g. conference; convey good practices; website. 

Incorporate entrepreneurship education into the educational system 

Especially in the vocational schools, which have a more practical orientation: 

 By presenting a range of entrepreneurial models and inviting teachers to use the models that 

most resemble their own lives, so as to avoid culture shock: e.g. the social economy, 

cooperatives, environmental micro-firms, etc.  

 By introducing different teaching methods that allow students to experiment and learn by 

solving problems. These methods should encourage creativity, autonomy, tolerance for risk, 

mutual support and social responsibility, individual commitment and so on. 
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 It is important to find innovative ways of involving the scientific community and introducing 

entrepreneurship into the universities as quickly as possible by supporting university 

research in order to create a community of interest and a national movement in university 

circles towards the development of entrepreneurship knowledge
71

. In the short term, a 

possible solution that may be both effective and useful for the community would be to 

produce the Global Entrepreneurship Monitor (GEM) study in Croatia‘s various regions and 

to delegate responsibility for it to different universities and/or private institutions in each 

region. In addition to meeting the need for information in the regions, this would stimulate 

academics‘ interest in entrepreneurship and force them to propose real solutions to the 

problems identified. 

 It may also be possible to create an entrepreneurship and small business university (like 

Advancia in France, created by the Paris Chamber of Trade and Industry). 

Develop entrepreneurial and managerial skills 

There are different levels of learning, and teaching methods must be adjusted accordingly. The 

first level is knowledge development. This can be done through a variety of channels, including the 

media, conferences and so on. There are a host of subject areas that would help enrich the 

entrepreneurial toolbox:  

 Knowledge acquisition: One-off and continuous training, conferences, continuous 

information, distance education, etc. 

 Good stewardship practices (e.g. how to set up a board of directors); 

 Business ethics; 

 Marketing products and services; 

 Foreign markets; 

 Foreign languages; 

 How to sell, negotiate and get to know customers; 

 Case opportunity; 

 Accounting and finance; 

 Regulations; and 

 Etc. 

 The second level of learning involves the development of attitudes and skills: Continuous 

training, practical cases, project testing, etc. It has been shown that entrepreneurs, because of 

their specific profile, would rather learn by starting a real-life project, preferably their own. It 
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is therefore easier to motivate entrepreneurs by offering continuous interactive training that 

will allow them to develop their own projects.  

 The third level of training involves experimentation: This allows entrepreneurs to test their 

acquired knowledge and use their new skills. Experience is obtained through action and over 

time, but there are ways of speeding up the process, such as sharing experience through 

mentoring, coaching and networking:  

 In our opinion, the creation of a business mentoring programme would be the best short-

term strategy in every region of Croatia. Clearly, the country‘s entrepreneurial fabric is 

still in its infancy, especially in terms of technology start-ups and exploration firms. 

However, it is precisely by pairing these entrepreneurs with domestic or foreign 

resources that it will be possible to speed up the development of their entrepreneurial 

skills; 

 Fostering the development of contacts by setting up groups of entrepreneurs with shared 

business interests. Even if they are supported by the Government, entrepreneurs will be 

unable to meet the challenges they now face if they do not have opportunities to talk to 

their counterparts in other firms. 

 Organise economic missions to familiarise entrepreneurs with other economic situations and 

prepare them to face new competitors. Target groups for the missions include students, 

development officers and entrepreneurs. 

International learning models in OECD Countries  

The Québec Entrepreneurship Contest, Québec, Canada 

Description of the approach 

In many respects the Québec Entrepreneurship Contest
72

 is unique. It addresses a niche not served 

by other entrepreneurship competitions in the Province of Québec – namely youngsters in schools and 

brand new entrepreneurs who are often still at the business plan stage. In addition, it provides high-

value grants and awards that are presented at 17 separate regional events and a national gala. The 

Student Entrepreneurship component is aimed specifically at pupils and students from elementary 

to university level who have carried out projects requiring entrepreneurial skills during the school 

year. The Venture Creation component is aimed at men and women aged 18 and over who have 

business projects in the early stages of implementation. By entering the Contest, they give themselves 

a head start by working hard on the preparation and presentation of their business plans, thereby 

bringing themselves to the attention of financial institutions and standing out from the crowd. 

The Contest takes place in Québec‘s 17 administrative regions. In every region, it has managed to 

bring together communities that had not previously been used to working with one another, but that 

now realise they can achieve great things by pooling their resources. In 2007, 6 773 projects were 

entered in the Contest, some 5 780 of which were from the student component. In all, more than 150 

000 participants were directly involved in real entrepreneurship projects that were officially presented 

during the last edition of the Contest. 
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Rationale for the intervention policy 

Between 1988 and 1997, three entrepreneurship competitions were available to pupils, students 

and new entrepreneurs in Québec. In 1997, at the request of the Ministry of Education and other 

partners, the leaders of the three competitions set up a task force to create a single entity that would be 

known as the Québec Entrepreneurship Contest. The first permanent team was created, and the first 

edition of the Contest was launched in 1998. It has a number of ambitious goals:  

For the student entrepreneurship component: 

 Encourage project-based pedagogy; 

 Ensure that young people start projects in which they are interested and motivated; 

 Acknowledge the entrepreneurial value of student projects; 

 Stimulate creativity and self-achievement, two of the basic entrepreneurial competencies; 

and 

 Stimulate new projects.  

For the venture creation component: 

 Enable new entrepreneurs to locate financial assistance; 

 Help new entrepreneurs to become known in the regional and national community; 

 Bring regional development workers into contact with entrepreneurship projects; and 

 Enable entrepreneurs of all ages to celebrate their achievements. 

Why the approach is relevant to Croatia 

The Contest is both an entrepreneurship awareness tool and a training tool, especially its Student 

Entrepreneurship component, which is open to the entire school system from elementary level to 

university. The Contest is not mandatory, but thanks to the interest shown by teachers and schools, 

which receive financial support in return, it has nevertheless made significant inroads into the school 

system. The regional community celebrates the successes of its students, creating a ―copycat‖ effect in 

other educational institutions. The Contest is particularly interesting in that it contributes significantly 

to the creation of a web of entrepreneurship support stakeholders drawn from a broad range of 

communities (private and public education) both regionally and nationally. It also provides support for 

teachers and helps develop their entrepreneurial competencies as well as their interest in 

entrepreneurship. The various players involved are able to share their vision of entrepreneurship and 

generate a collective vision of the regional ideal. All these aspects provide ample justification for the 

introduction of a similar initiative in Croatia. 

Reasons for the success or failure of the approach 

The Contest is a positive experience for everyone concerned. It is extremely motivating to see 10-

year-old students collect their awards at regional and national galas, in front of influential players from 

the business community. At the same time, in an under-funded educational system, the $50 subsidy 
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per student granted to participating schools provides an incentive for institutions at all levels to 

become involved. Thanks to the generosity of the business community and the perseverance of the 

Contest leaders in seeking private sponsorship, the awards are of significant interest to would-be 

entrepreneurs, who participate in large numbers. More importantly, young participants enjoy the 

experience because it focuses on projects for which they themselves are responsible from start to 

finish.  

The obstacles faced in implementation and the quality of the response  

Some individuals and some schools took longer to admit the importance of the process and its 

educational nature. However, the basic idea underlying the Contest was to work with people who were 

positive, to achieve successes and to maintain an open-minded attitude to those who were less 

enthusiastic. 

Considerations for successful adoption in Croatia 

The current National Entrepreneurship Contest is aimed at existing firms in six separate fields 

(micro, small, medium-sized, innovator, exporter and female entrepreneur). What we are 

suggesting is not a contest aimed at celebrating the successes of existing firms, but one that enhances 

the image of people, regardless of age, who have projects in mind, and gives them a helping hand to 

bring them to fruition. 

Contact details and web-site for further information: 

Québec Entrepreneurship Contest: 

Web-site: http://www.concours-entrepreneur.org/ 

 

Entrepreneurship awareness measure: 

Web-site: http://www.inforoutefpt.org/entrepreneuriat/default.htm 

Business Mentoring – Sharing the entrepreneurial experience 

The Business Mentoring programme offered by the Fondation de l’entrepreneurship du Québec, Canada  

The Fondation de l’entrepreneurship‘s Business Mentoring Service
73

 is acknowledged to be the 

largest business mentoring network in Canada, with more than 75 local cells scattered throughout 

Québec‘s 17 administrative regions. The Service has created close to 2 500 business pairings since 

July 2000. 

Business mentoring is currently regarded as one of the most effective ways of supervising and 

structuring the activities entrepreneurs and business leaders in every sphere of the economy. Through 

mentoring, entrepreneurs and business leaders are better able to acquire good managerial skills and 

ensure both the growth and survival of their firms. Mentoring helps break down the isolation that all 

new entrepreneurs and business leaders experience, preventing them from losing hope and making 
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hasty, poorly thought-out decisions while enabling them to develop their full potential and 

determination to succeed. 

Since it was first created in 2000, the Fondation de l’entrepreneurship‘s Business Mentoring 

programme has been adjusted to meet the needs of its clients. Eighty-three percent of respondents 

were satisfied with the Programme and would have no hesitation in recommending it to other 

entrepreneurs. 

The Programme’s mentors are people with business sense and business experience. Their role 

is to provide guidance and feedback. They are skilled listeners and communicators, and are available 

to help less experienced entrepreneurs.  

The Programme’s mentorees are the owners of companies that have been in existence for less 

than five years and have at least two employees. They are anxious to evolve, learn and develop their 

expertise and know-how thanks to advice from experienced entrepreneurs or managers (their mentors). 

Mentorees obtain many benefits from the process. Among other things, mentoring helps them to 

clarify their personal goals and the goals of their firm, confirm their choices, learn about new 

prospects, obtain access to a broader range of contacts, develop their business sense and improve their 

chances of success.  

Rationale for the intervention policy 

The primary goal of the business mentoring programme is to help new entrepreneurs acquire 

basic managerial skills, and to generate positive impacts for beneficiary organisations. In 66% of 

cases, the recipient firms‘ turnover improved following the mentoring experience. At the same time, 

78% of the firms that received mentoring services were still in operation at the time of the survey and 

70% had survived for five years or more, which is double the rate for unmentored entrepreneurs in 

Québec as a whole.
74

 

With regard to the economic impacts of business mentoring, the statistics show that 1 260 of the 

firms are still in existence, compared to 550, more than $25mn in bankruptcy losses have been avoided 

since 2000, more than $11mn per year have been invested by mentors in the form of time, and lastly, 

business mentoring has helped maintain or create 6 000 jobs in the recipient firms. 

Why the approach is relevant to Croatia 

One of the principal weaknesses of Croatia‘s entrepreneurial system is the private sector and its 

ability to play a role in the emergence of an entrepreneurial culture in a healthy, prosperous 

environment. And yet, the private sector is the main source of entrepreneurial experience. It is 

therefore important to find a way of optimising and sharing its valuable knowledge.  

Business mentoring is an excellent way of improving the expertise of youngsters over a short 

period, by using the knowledge of more experienced people. In addition, the decentralized structure of 

the programme would also be of benefit in Croatia, which needs a system that would encourage local 

involvement. 

Mentoring coordinators could easily be incorporated into the existing local structures supervised 

by HAMAG. 
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Reasons for the success or failure of the approach 

The meetings between mentors and mentorees must be structured, confidential and governed by a 

code of ethics. Mentors do not have answers to everything, but they are able to provide considerable 

support within the limits of their own experience. They can also call on the resources available in their 

own circles. Ethics is therefore one of the key factors for success. 

The specific goal of the Programme is to work on the development of the individual so that he or 

she can become a better entrepreneur and a better employer.  

The support system developed by the Fondation de l’entrepreneurship, through a network of 75 

cells, has enabled the Programme to take root in numerous local host communities.  

The obstacles faced in implementation and the quality of the response  

The Programme requires the cooperation of partners from a variety of communities, who act as 

local coordinators. Initially, the communities‘ response to the Programme was somewhat lukewarm. A 

significant educational effort was required to convince and then direct the coordinators.  

Programme funding is another obstacle that enhances the fragility of the local cells. 

Considerations for successful adoption in Croatia 

Mentoring is based on a formal, ethical commitment and a relationship of trust that allows for 

discussion. The Foundation‘s experience has shown that it is possible to create suitable conditions for 

discussion by carefully selecting mentors and mentorees, and providing information and ongoing 

training to both groups. Again, however, a gigantic effort will be required in Croatia to clean up the 

system first. 

Contact details and web-site for further information: 

Web-site: www.entrepreneurship.qc.ca 

Informing the local entrepreneurial system: Créativallée - An entrepreneurship awareness model 

with a regional flavour 

Description of the approach: what is Créativallée? 

Créativallée
75

 was launched in France in 2000, with support from public and private sector 

partners, including the Regional Programme for the Creation and Transmission of Companies. It 

works on raising awareness of the entrepreneurial spirit among the four million inhabitants of the 

Nord-Pas de Calais region and developing their ambition and desire to launch businesses. To do this, it 

highlights and encourages present and future regional initiatives conducive to entrepreneurial 

intention. In its approach, it regards all entrepreneurs as creators of jobs and wealth, and encourages 

people not only to consider venture creation or business reactivation as potential professional projects, 

but also to regard failure as an enriching step in the entrepreneurial process. 

Créativallée uses all the means at its disposal to publicise good examples and carry out the 

actions required to transform Nord-Pas de Calais into a veritable land of creativity. ―A feature is 
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broadcast on regional radio stations as part of an aggressive communications policy aimed at 

informing the public and raising awareness of venture creation. Information on good entrepreneurial 

practice is gathered continuously and systematically and then disseminated through different channels, 

including the Internet, radio, newspapers, special events, partner institutions and occasional support 

media. The purpose is to enhance public knowledge and motivation in order to foster the emergence of 

a strong entrepreneurial culture in the Nord-Pas-de-Calais region‖
76

.  

The agency‘s activities also stimulate local awareness spin-off efforts; an example is the 

Créativallée project devised by ERNST & YOUNG, through which the company‘s staff in the Lille 

region of France are encouraged to communicate with and talk to students about their passion for 

business.  

Rationale for the policy intervention 

This particular region of France underwent massive deindustrialisation and was grappling with 

high unemployment rates. There was everything to be gained from investing in new avenues and 

reviving the local economy. The people concerned focused on entrepreneurship, even though there 

was no obvious likelihood of success because the region was dominated by the employee culture. This 

meant they had to change the culture and create a flexible regional system that was capable of learning 

continuously.  

Why the approach is relevant to Croatia 

Croatia must also intensify its efforts to create a new business culture. It needs ways of speeding 

up the identification and introduction of the right models, resources and practices for support workers 

and entrepreneurs alike. 

In a similar sized region, Créativallée was able to develop a model that stimulated the circulation 

of information and encouraged people to emulate success. 

Reasons for the success or failure of the approach 

As we said earlier, local development is primarily an individual affair, and the population needs 

to become involved in development initiatives. The Créativallée group achieved strong involvement 

by all its partners from the outset, and focused on communication to reach not only the entrepreneurial 

actors, but also the entire population of the region.  

Considerations for successful adoption in Croatia 

Créativallée has become a catalyst for existing initiatives and a source of new initiatives tailored 

to the region‘s particular features. It was, of course, necessary to harmonise existing programmes 

around a core integrated plan.  

Contact details and web-site for further information: 

Créativallée: 

Web-site: http://www.creativallee.com 
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Conclusions 

Croatia is currently receiving support from a number of international agencies to help it respond 

to the demands of the European Union. The entire economic and political system is involved in 

facilitating the transition and helping stimulate entrepreneurial activity in the country. In the field, it is 

clear that every effort is being made to generate business development and internationalisation. 

Similarly, the regions are rolling out the red carpet to welcome foreign firms, which will have access 

to the country‘s natural resources and a cheap, available labour force. 

The general public and existing firms must realise that they are best-placed to generate their own 

development, according to their own rules. At the same time, it is important to work on individual 

development through entrepreneurship awareness-raising and skill development initiatives, so that 

local entrepreneurs are able to take advantage of the business opportunities created by the changes. 

Because of the short timeframe, it will be necessary to use existing agencies and infrastructures 

currently working with the target groups to be approached and trained. Similarly, it will be more 

effective to identify and develop existing practices in Croatia, rather than trying to reproduce models 

developed elsewhere. Entrepreneurship interventions are dependent on the people concerned, the 

means available, the contexts in which they are applied, and the demands of the target groups. Existing 

initiatives, even if not perfect, are easier to transfer because they were set up in similar contexts and 

face similar constraints. 

Although it is a generally accepted fact that education and training are beneficial to economic 

development, it is more difficult to link entrepreneurial culture initiatives with tangible results. The 

impacts usually only become clear after several years of hard work and coordination. Political cycles, 

however, are much shorter-lived, hence the importance of working at the local level, where the direct 

results will be more easily visible. 
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PROGRAMMES FOR ENTREPRENEURSHIP POLICY DESIGN AND DELIVERY 

AND THE EXPERIENCE OF GERMANY: A LEARNING MODEL 

by Peter Heydebreck 

EXIST – Start-ups from science – Description of the approach: EXIST 1997 - 2010 

History and programme philosophy 

Throughout Germany a vast number of different laws, initiatives and programmes aiming at 

boosting entrepreneurship have been implemented at local, regional (State), and Federal level with 

varying impact. The EXIST programme is probably the most successful of its kind. This chapter 

briefly summarises the development of the scheme over the years.  

This EXIST initiative is still ongoing and expected not to end before 2010. By then, sufficient 

momentum to maintain and further strengthen an entrepreneurial climate in knowledge-intensive 

communities (particularly at Universities) will definitely have been achieved. The programme was 

launched by the Federal Ministry of Education and Research (BMBF) and is today administered by the 

Federal Ministry of Economics and Technology (BMWi). 

EXIST aims to motivate and enable regions to stimulate and support the creation of companies 

out of universities and research centres based on a regional network concept. Typically, national level 

supports local level, in order to ensure powerful regional partnerships. Thus, EXIST has succeeded in 

bringing together the triple helix dimensions of research/education, business and policy/administration 

by motivating different policy levels (national, regional and local) to co-ordinate effectively. 

From the very beginning, the overall scheme and the regional initiatives were evaluated in-

process and scientifically accompanied by the Fraunhofer Institut für System und 

Innovationsforschung (Fraunhofer ISI – Institute for system and innovation research).  

Inception of the EXIST initiative (1
st
 phase) 

In 1997, the Federal Ministry of Education and Research launched a competitive call open to all 

University regions. Formally, minimum demands on a regional partnership were specified, saying that 

at least one partner from science, one from business and one from policy should co-operate. These 

minimum demands have by far been excelled in reality. 

From out of more than 100 applications, 12 regions were invited to submit a concrete business 

plan specifying how they would achieve their targets. In particular, applicants were required to binding 

commitment letters from business, research and policy to contribute financially and in-kind to the 

success of a regional EXIST programme. Each of the 12 regions received approx. €100 000 to prepare 

the final application. 
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Out of the twelve pre-selected regions, in 1998 five winning partnerships were selected. They 

received substantial co-financing from the federal authorities to feed their regional programmes. 

Between 1998 and 2001 (year of the EXIST Idea Competition), the federal budget for EXIST 

amounted to approx. € 21.5mn. Eligible costs for federal co-financing included labour costs (incl. 

overheads), equipment and external expertise (consultants, studies, etc...). 

The five winning partnerships are: 

 Bizeps (Wuppertal, Hagen: www.bizeps.de). 

 Dresden Exists (Dresden: www.dresden-exists.de). 

 GET UP (Illmenau, Schmalkalden, Jena: www.tu-illmenau.de/get-up). 

 KEIM (region of Karlsruhe/Pforzheim: www.keimforum.de). 

 PUSH! (region of Stuttgart: www.push-stuttgart.de). 

EXIST-SEED 

In 2000, the programme EXIST SEED was started. Students, young graduates and University 

staff could apply for financial grants covering the costs of one year of living and a lump sum for 

paying coaching for their start up process. Initially, this programme was limited to the five winning 

regions. Since 2005, the programme has been extended to all German Universities. 

EXIST – Transfer (2
nd

 phase) 

In 2002, ten additional regional partnerships were selected by a jury (EXIST-Transfer) to join the 

programme. The new regions receive considerably less money than the five model regions (which still 

receive financing). The total budget for EXIST transfer amounts roughly to €10mn. The new selected 

regions receive coaching support from the five model regions. Over time, the circle was opened even 

wider, comprising some twenty EXIST partnerships today. Good practice documentation is shared 

amongst regions. 

EXIST III (3
rd

 phase) 

With entrepreneurial culture and professional infrastructure in place, the third stage of EXIST 

shows a stronger project nature. Specific projects at both Universities and research institutes aimed at 

fostering entrepreneurship are selected for financial support. 

Impact examples 

The ultimate objective of the initiative has been to strengthen the entrepreneurial climate in 

Germany‘s knowledge-intensive communities, primarily at Universities and research institutes. This 

has been achieved to a large extent, although quantification is difficult. 

Main outcomes of the initiative comprise: 

 Setting entrepreneurship in the spotlight of all relevant communities, be it media, policy, 

business, education or research. This is mirrored by the fact that two of the five model 

regions have been honoured as the best thematic networks for the promotion of start-ups and 

http://www.bizeps.de/
http://www.dresden-exists.de/
http://www.tu-illmenau.de/get-up
http://www.keimforum.de/
http://www.push-stuttgart.de/
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growth of innovative businesses in Europe (KEIM and PUSH!). Evaluations indicate that in 

the five model regions alone some 550 companies have been created thanks to the EXIST 

initiative. 

 Sustainable structures have been set up that will develop beyond the formal end of the 

EXIST scheme (probably in 2010). For example, the KEIM project has been institutionalised 

in form of an association (KEIM e.V.) and has later been expanded to KEIMFORUM e.V., 

in which eight key members from research (University of Karlsruhe, Research Centre 

Karlsruhe, University of Applied Sciences Karlsruhe and Pforzheim), from business (the 

private firm Inno Germany AG and the Chamber of Trade and Industry) and from policy 

(City of Karlsruhe, Technology Region of Karlsruhe form the core of a wide network) 

participate. 

Figure 3. KEIM: an example of a successful regional partnership for entrepreneurship 

 

Source : http://www.keimforum.de/pages/partner.php.  

Rationale for the policy intervention 

The overall rationale for initiating the EXIST scheme was the insight at federal political level 

(BMBF) that the underlying reasons for the often stated ―paradox‖ that Germany (like many other 

European countries) produces lots of first class research results but fails to exploit their commercial 

potential needed to be addressed. It was rightfully believed that a major barrier to valorisation was the 

lack of an adequate entrepreneurial culture at Germany‘s Universities and research institutes. This was 

obvious for staff and students. 

Although this is a key matter of national concern, the power of the Federal Government is 

limited, as Universities are primarily financed at national level. This was probably a key reason for 

stimulating partnerships at a national and local level by means of financings and a top award. 

At federal level the broad outlines of policy objectives were defined as follows: 

 Sustainably creating a culture of entrepreneurship in education, research and administration 

in Germany‘s Universities. 

 Systematically exploiting the commercial potentials of academic research. 

http://www.keimforum.de/pages/partner.php
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 Fostering the huge potential of business ideas and entrepreneurs at universities and research 

institutes.  

 Increasing the number of knowledge based start-ups and thus securing and newly creating 

new sustainable jobs. 

Why the approach is relevant to Croatia 

The approach is designed to master one of the key challenges Europe faces, today: lack of 

professional valorisation of research potentials and results. This major shortcoming is due to a lack of 

entrepreneurial climate and due to weaknesses in the innovation support infrastructure. These 

weaknesses are not typically German, but have been identified in varying intensity in nearly all 

European regions within the framework of the RITTS/RIS projects. The most important ones are listed 

in the following: 

 Lack of need orientation of the infrastructure: this holds true both in terms of what is offered 

and how it is offered. 

 Lack of inter-connectivity in terms of strategy and service/competence delivery, i.e. there is 

fragmentation instead of a holistic system approach. 

 Lack of transparency from both a provider‘s competence and a user‘s point of view. 

 Lack of critical mass (both in terms of competence and financial resources). This point has 

been systematically addressed in many countries recently by merging small administrative 

units to larger regions. It is too early to judge whether these measures (e.g. in the U.K. and in 

Sweden) will be successful. 

 Lack of sustainability. 

Croatia appears to be a high potential candidate for implementing an EXIST type initiative. It 

holds high competence in respect to some technologies, but at the same time it lacks the 

entrepreneurial skills and culture for exploiting these technologies. Furthermore there are pushing 

champions who are dedicated to success and the necessity to act united is obvious. Of course, it 

appears meaningful to select fewer winning regions (preferably two or maximum three) which means 

that total budget would be substantially lower compared to Germany. 

Success determinants 

The following list of success determinants is based upon personal experiences from active 

participation, numerous discussions with practitioners from the innovation support infrastructure and 

with entrepreneurs. Also, it takes into account the findings of a scientific in-process evaluation. It has 

to be kept in mind, though, that due to the complexity of determining causal mechanisms in the 

process of fostering start ups, the list remains incomplete and mirrors the subjective views of the 

author: 

 Relevance: The scheme addresses a key bottleneck in ensuring successfully striving for 

wealth/economic growth, environmental sustainability and social cohesion: it promotes an 

entrepreneurial culture in communities of high technical competence and thus powerfully 

contributes to the valorisation of research potentials and research results. 
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 Philosophy: The scheme takes a holistic approach and demands for heterogeneous regional 

partnerships of critical mass. In particular, it provides a successful cooperation model 

bringing together partners from research organisations, administration and business, all 

aiming at the same goal. 

 Courage: The scheme is based upon the insight that ―in order to make regions competitive 

you need to let them compete‖. Just five winning proposals were picked out of originally 

more than one hundred applications. This has resulted in a number of positive effects: (1) 

prestige for the winning regions and dedication of the five winning regions to really try their 

very best; (2) motivation of non-winning regions to try on their own to show that they are as 

good as the winners and demands from non-winning regions to offer them a second chance 

(this reaction is only possible if the prize is judged important by the relevant community). 

 Learning attitude: An in-process evaluation and close interaction between the five model 

regions allowed for the establishment of a joint body of knowledge. This knowledge was 

transferred to regions invited into the circle at a later stage (EXIST Transfer). 

 Critical mass: The money and reputation provided to the selected regions was highly 

substantial. It motivated and enabled the partnerships to professionally engage in their 

ventures. 

 Sustainability: The scheme has already lasted for 10 years and is still going on. Spin off 

activities financed by the regions themselves or third parties have been explicitly 

encouraged. Sustainability supports reputation and transparency. 

 Embeddedness with relevant context: No individual scheme, regardless its holistic nature, 

can dramatically develop an entrepreneurial climate in a hostile environment. In order to 

succeed, attention must be paid to relevant framework conditions. One important context 

variable is the incentive mechanism. For example, in February 2002, Germany changed IPR 

ownership of University professors from being held by the individual (professor‘s privilege) 

to being held by the employer (i.e. the University). This change in law has motivated 

Universities to invest in the process of commercialisation. Income generated through 

exploiting the rights is shared with the individual. As a good practice example, the 

University of Karlsruhe, the Helmholtz Research Centre of GeoSciences, two top researchers 

and the private valorisation form engage AG have jointly set up the CEDIM AG (This is the 

first of its kind and was only possible due to a recent change of law in the German State 

Baden-Württemberg). 

 Transparency: All decisions, particularly the selection process, need to be fully transparent 

to the community. In particular, it has to be clear what the selection criteria are (in the 

example of EXIST exclusively quality criteria, no regional policy dimension) and who 

makes the decision (in the case of EXIST top representatives from business and research 

without any connection to one of the applicant networks). 

Obstacles to implementation and approach to face them 

There were surprisingly few obstacles of real importance. Some few key issues are listed below: 

 Unwillingness of regional players to co-operate: 



Programmes for entrepreneurship policy design and delivery and the experience of Germany: a 

learning model 

120 

 A successful approach of mastering the challenge is an attractive financial ―carrot‖ from 

Federal level linked to the obligation of joining key regional forces. Applications 

submitted by one organisation only are not even looked at. This helps to enforce 

contacts. 

 It has proven that just getting started helps players to overcome their prejudices about 

each other and that working together is the basis for trust. Long-term financial support 

has proven successful to allow such trust to grow at an adequate pace. 

 Lack of budget: 

 In order to get a critical mass of finance it takes courage to focus on a nation‘s most 

important issues and to focus implementation on the most promising strands, i.e. 

entrepreneurial culture is of a nation‘s key importance and it can best be fostered by 

supporting the learning process of the best regions, which at a later stage transfer their 

experiences to other regions. 

Consideration for successful adoption in Croatia 

Successful implementation of an EXIST-type scheme in Croatia will depend on a number of key 

factors (besides the success determinants as discussed in the previous chapter). The most important 

ones are probably: 

 Existence of champions (individuals and institutions) who are prepared to serve as promoters 

of such an exercise and who are prepared to fight routine comments like: ―It‘s a good idea, 

but too early‖; ―This is too new to really work‖; ―I know the players, they compete and do 

not co-operate‖. 

 Adequate financial resources to provide an incentive to the regions which will motivate 

regional players to join forces despite ongoing rivalries. 

 Adequate budget for programme management and in-process evaluation. 

 Willingness of the triple-helix partners to cooperate with the aim of creating an 

entrepreneurial culture.  

One could think of making use of the EXIST experiences by integrating professionals with 

EXIST track record as process consultants/co-evaluators and invite EXIST experienced policy makers 

from Federal and national level into an Advisory panel. In any case, it might be a good start to conduct 

a study trip to key EXIST players on Federal and regional level.  

Contact details and website for further information 

All the information in this document has been extracted from the European Trendchart on 

Innovation in Europe and its Innovation Policy Knowledge Base:  

Web-site: http://trendchart.cordis.lu/tc_datasheet.cfm?id=7672 
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Further information on the EXIST initiative can be obtained from the official programme web-

site:  

Web-site: http://www.exist.de/ 

 

For a good practice case on regional implementation see e.g.: 

Web-site: http://www.keimforum.de/ 

http://www.exist.de/
http://www.keimforum.de/
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SPANISH GOOD PRACTICES 

IN ENTREPRENEURSHIP POLICIES DESIGN AND DELIVERY 

by Jaime Del Castillo and Belen Barroeta 

Description of the approach 

Examples of good practice in entrepreneurship promotion programmes found in Spain include: 

1. CEIPAR
77

, launched by the Spanish Ministry of Industry, Trade & Tourism, specifically 

designed to overcome the shortage of newly created technology-based businesses. The 

programme was preceded by a pilot project (CETPAR) started up by APTE, the association 

of Spanish technology parks,
78

 with the support of the Ministry of Industry, Trade & 

Tourism, to promote growth for 52 companies located in  5 science and technology parks. 

The firms received business assessment, economic support, and preferential access to 

participative loans from ENISA, the state-owned risk-financing innovation company.
79

  

CETPAR‘s results encouraged the Ministry of Industry, Trade & Tourism to launch the new 

€6.3mn CEIPAR programme, under which the programme‘s participant technology parks 

will receive a grant of approx. €270 000 to support firms of less than 3 years of activity by 

improving their incubators and their consultancy capability. 

In this tender, support will be provided for 164 companies in 22 science and technology 

parks, which will receive, as in the pilot programme, financial support for growth (between 

€18 000 and €34 000), business assessment from the EOI
80

 school of industrial organisation 

(a business school dependent on the Ministry of Industry, Trade & Tourism), and preferential 

support for ENISA participative loans. 

2. In Spain, local institutions and Chambers of Commerce
81

 often promote incubators, which 

are the major tool for supporting the creation of new businesses. Business Incubator Centres 

(BICs) are an important feature of this tool, as they provide specific support for innovative 

companies. The BICs were originally promoted by the European Commission‘s General 

                                                      
77

 www.mityc.es/CEIPAR. 

78
 www.apte.org. 

79
 www.enisa.es. 

80
 www.eoi.es. 

81
 www.camaras.org/publicado/incyde/presentacion.html. 

http://www.mityc.es/CEIPAR
http://www.apte.org/
http://www.enisa.es/
http://www.eoi.es/
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Directorate for regional policy.
82

 In Spain they have been promoted by regional 

governments, local authorities or private-public partnership.  

At present, 21 BICs employ a total workforce of 250, 170-plus of whom are project 

assessment officers.
83

 

Housing 400 businesses, the BICs cooperate on an annual basis in the creation of 1 000 new 

companies, and receive inquiries from some 9 500 potential entrepreneurs. 

The BICs provide a series of services designed to cater for the entire ―supply chain‖ involved 

in the creation of a new business. The services offered in the initial consolidation and first 

phase of growth of a start-up are: business motivation, identification of projects, guidance 

and information for potential new entrepreneurs, production of a Business Plan, training for 

the entrepreneurs, help in starting up the new company, offer of office and production 

premises at the BIC, new entrepreneur support services, production of a financing plan, 

facilitation of contact with financial services, support for defining business development 

plans and in the search for cooperation networks. 

3. The Basque Country is a Spanish Autonomous Community with roughly 2.5 million 

inhabitants, which, after a long period of industrial restructuring, is now enjoying a buoyant 

economic situation and income levels above the EU average. 

However, until the 1970s the Basque Country was a dynamic economy with real business 

and entrepreneurial drive. Today, despite having a large number of specific support 

programmes for new businesses, the percentage of new start-ups in the Basque Country is 

lower than the European and Spanish averages. 

The Basque government saw the need for an Entrepreneurial Society Promotion Plan that 

would enable the problem to be tackled from an integral perspective giving global coherence 

to the individual measures, following the model of the Regional Innovation Strategies (RIS) 

in regional innovation policy.
84

 

Amongst its objectives, the Basque Entrepreneurial Society Promotion Plan aims to spread 

entrepreneurial spirit and ambition throughout Basque society; to help the Basque Country 

become a more competitive, dynamic society, addressing activities of greater added value; to 

transform knowledge into new products and businesses; to improve the social esteem of the 

entrepreneur; and to establish and develop a political, fiscal, regulatory, economic and social 

context favourable to the development of an entrepreneurial capability. 

Rationale for the policy intervention 

In Spain, entrepreneurial culture has improved over the years, and the position of Spain in the 

GEM (Global Entrepreneurship Monitor) country classification has gradually improved in comparison 

with other European countries, raising from a TEA (Total Early Stage Entrepreneurial Activity) of 

                                                      
82

 www.ebn.be. 

83
 www.ances.com. 

84
 See www.innovating-regions.org for more information. 

http://www.ebn.be/
http://www.ances.com/
http://www.innovating-regions.org/
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4.59% in 2002, to a TEA of 5.15% in 2004 (7
th
 in the European Union) and a TEA of 7.27% in 2006 

(4
th
).

85
 

This improvement is partly a result of the economic situation, which in recent years has been 

highly favourable to the Spanish economy, with business opportunities proliferating and the possibility 

of creating a business becoming increasingly attractive. 

But it also has to do with recent efforts made by Spain to promote entrepreneurial spirit, with 

initiatives promoted by the central and regional governments alike, either through one-day- or one-

week-events devoted to the entrepreneurs,
86

 or through web pages spreading the entrepreneurial 

culture: for example, information is facilitated online and companies can now be created via the 

Internet.
87

 

Data about Spanish entrepreneurs is interesting in that it doesn‘t always seem to agree with the 

theoretical conditions informing the definition of new business aid schemes. According to GEM 2006 

the average age of entrepreneurs in the country is about 40, although the figure has fallen in recent 

years. Most of these entrepreneurs also come from sectors with relatively high incomes (€2 000-plus a 

month) and with university training. The majority of the initiatives involve very small companies 

(micro-businesses), which cannot be considered innovative. The average capital of such firms is €66 

000, mostly financed with the new entrepreneurs‘ own resources (often with the help of family or 

acquaintances). 

In line with this sketch portrait of the Spanish entrepreneur, the time appears to have come to 

question the insistence of public programmes of support for the creation and development of new 

technology-based firms and the development of sophisticated financing tools like venture capital and 

business angels, and instead promote in a more generalised way instruments adapted to this situation 

such as micro-loans, participative loans and support systems in the management and launch of 

business plans. 

Why the approach is relevant to Croatia 

The Spanish experience is relevant to Croatia because: 

1. It demonstrates that a society‘s entrepreneurial capability can be improved, through 

improvements in the economic milieu and, as a consequence of public policy, promoting the 

entrepreneurial spirit and entrepreneurial behaviour. 

2. It highlights the importance of global approaches designed to deal systematically with the set 

of problems hindering entrepreneurial activity. This is true for legal and administrative 

regulations, the systems for financing and locating the new business, and the social culture 

that favours entrepreneurial attitudes and modes of behaviour. 

Reasons for the success or failure of the approach 

1. Three aspects of CEIPAR are particularly worthy of consideration: a) the importance of a 

pilot experience before launching a regular programme, which enables the organisers to 
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 www.gemconsortium.org.  

86
 www.emprendemosjuntos.es. 

87
 www.ipyme.org/IPYME/es-ES/EmprendedoresCreacionEmpresas/IniciativaEmprendedora. 
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verify whether the programme is correctly defined; b) the importance of treating problems 

integrally (improving incubators, consultants, financing, training, etc.); and c) the importance 

for central government programmes to have support on the ground, i.e. in this case the 

technology parks have to be capable of dealing with each entrepreneur on an individual 

basis. 

2. Despite the globally positive figures and data, it should be noted that BICs‘ performances in 

Spain are far from identical, with similar experiences leading to some very different results. 

In general terms, BICs have produced positive results when they have been inserted in a 

global regional promotion policy backing entrepreneurs and the entrepreneurial spirit; when 

they have institutional support in financing and in launching their activities; when they 

promote the entrepreneurial spirit in action addressed to society as a whole or to specific 

target objectives (namely, research centres or universities), and actively seek out potential 

entrepreneurs through promotion activity. 

But the experiences have tended to be negative when they are the product of isolated projects 

(i.e. when they are not embedded in a more global policy), implemented without institutional 

support, and where the principal concern is seeking financing to survive. 

3. Although none of the measures involved in the Basque Entrepreneurial Society Promotion 

Plan are particularly original,
88

 what is original is the bid to achieve a response to the clear 

fact that a society‘s entrepreneurial capacity can only be improved through an integral plan 

that gets systematically to grip with the set of conditions that would facilitate the 

encouragement of entrepreneurial activity. 

The obstacles faced in implementation and the quality of the response taken 

1. For CEIPAR the obstacles were found in previous programmes. Their experiences explain 

the definition of CEIPAR in 2 steps, one as a pilot project and the other as a generalised 

programme. At the same time the previous evidence of the difficulties of the Central 

Administration to be in touch with the new entrepreneurs, explains why this programme was 

designed since the beginning to be implemented by intermediary bodies such as the 

Technological Parks, closer to the places where the entrepreneurs are found. 

2. BICs were initially supported by the European Commission as an entrepreneurial mentality 

instrument, and for this reason they were created as an independent body. But the experience 

shows that the most successful were those which maintained the entrepreneurial feeling, and 

were able to be part of the general framework of the local or regional policies. In this way 

they have less financial problems, they could use their energies to promote the 

entrepreneurial culture and it is easier for them to use the public programmes to finance and 

assist the new entrepreneurs. 

3. For the Basque Entrepreneurial Society Promotion Plan the biggest difficulty remains the 

capacity to integrate the different departments and administrations. In fact, the goal is far 

from being obtained. However, partial measures of the Plan were implemented, and 

consequently awareness about the importance of the coordination was obtained and a new 

culture of collaboration was fostered. 
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Considerations for successful adoption in Croatia 

1. When defining the programmes, it is absolutely vital to be aware of who the real 

entrepreneur is. They cannot just be carried away by an idealised vision of the entrepreneur 

inferred from scientific literature or referring to countries cited as benchmarks because they 

are more advanced in technology-based economies, and then their entrepreneurs‘ typology is 

not the same of the less developed economies as Croatia. 

2. It also needs to be kept firmly in mind that an entrepreneurship support policy cannot be 

successful if it is defined isolated, without taking account of the other policies providing 

support for improvements in the competitiveness of the production system. 

3. For an efficient use of resources and to effectively influence the pattern of enterprise creation 

in a country, an entrepreneurial promotion policy needs to be transversal to the different 

Departments and institutions. That would be facilitated by the definition of an Integral Plan 

for the Promotion of an Entrepreneurial Society. 

4. In order to be successful, policies designed to promote the entrepreneurial spirit and culture 

have to be implemented by players on the ground, and they will generate a significant impact 

at local level if programmes are not homogeneously designed on a central level. 

Contact details and website for further information 

For general information: 

Contact: Jaime Del Castillo or Belen Barroeta  

E-mail: infyde@infyde.eu 

 

For CEIPAR: 

Web-site: www.mityc.es/CEIPAR 

E-mail: sdiaz@apte.org 

 

For BIC: 

Web-site: www.ances.com 

 

For Basque Country Policy: 

Web-site: www.spri.es/aSW/web/cas/ambitos/promo/progapoinv/index.jsp 

E-mail: info@spri.es 

 

mailto:infyde@infyde.eu
http://www.mityc.es/CEIPAR
mailto:sdiaz@apte.org
http://www.ances.com/
http://www.spri.es/aSW/web/cas/ambitos/promo/progapoinv/index.jsp
mailto:info@spri.es
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CONCLUSIONS 

by Alessandra Proto 

This review paper has sought to provide an external perspective on opportunities for the 

development of entrepreneurship policies in Croatia. It has made observations on the strengths and 

weaknesses of the current regional and local entrepreneurship environment and policy frameworks; 

recommendations on how policy could further promote entrepreneurship; and, provided examples of 

programmes in other countries that illustrate the sorts of approaches that could be taken to implement 

the recommendations.  

National government ministries and development agencies responsible for entrepreneurship and 

SME policies in Croatia are presented with the difficult question of how to develop sufficiently 

tailored policies for diverging local conditions, to be delivered at an appropriate level of proximity to 

SMEs and entrepreneurs. The role of entrepreneurship and SMEs in fostering economic growth and 

innovation and its relevance to job creation is of significant importance and raises the interest of 

researchers and politicians. The report has shown how the need to stimulate, facilitate and enhance 

entrepreneurial activities and innovation is critical for Croatia‘s continued economic development. 

For enterprises to be successful and compete on the international market, they have to innovate. 

Continuous innovation is central both to economic prosperity and to SME growth and 

competitiveness. Innovation is dependent on a number of factors including investment in, and access 

to, technology and human capital. Therefore, a key role for public policy is the stimulation of 

entrepreneurship via the promotion of a more focused approach to transferring science and technology 

from universities and research centres to the business world.  

However, creating the appropriate environment in which entrepreneurship and innovation can 

occur requires a complex mix of policies which address a wide-range of interlinking economic, legal 

and social issues. These interactions take place at the local, regional and national levels, leading to the 

need to develop policy responses that take account of more general factors as well as the specific local 

and regional ones which may hinder, or help, entrepreneurial activities.
89

   

Many promising signs exist for the continued growth of entrepreneurship in Croatia. There are 

already a number of effective programmes to foster entrepreneurial thinking and behaviour in the 

country, with others under development. These programmes are staffed by committed and capable 

people and supported practically by a number of institutions. 

It is important to recognise that there is no single policy which can produce the desired effects of 

enhancing entrepreneurship and SME activity, but a cohort of instruments which are available need to 

be utilised in a co-ordinate manner. The review report therefore does not suggest any radical change. It 
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nevertheless does identify some areas in which policy evolution would be helpful in the following four 

main areas: 

 Institutional arrangements for the design and delivery of entrepreneurship policies;  

 Policies for modernising and diversifying existing SMEs and supporting their international 

competitiveness; 

 Entrepreneurial technology based economic development; and 

 Policies for developing entrepreneurship skills and culture. 

These key issues, drawing from the experts chapters, are discussed in turn below. 

Strengthen the local entrepreneurship policy design and delivery framework. 

The policy approach to developing entrepreneurship in Croatia is characterised by a good 

understanding of the problems and potential solutions, by a number of vital regional and local 

institutional initiatives and by the presence of highly motivated staff working for regional and local 

institutions. However, the current local entrepreneurship policy design and delivery arrangements in 

Croatia are rather fragmented. This is evidenced by the number of Ministries that are responsible for 

entrepreneurship and SMEs policies. These national Ministries, moreover, are un-coordinated and tend 

to work in isolation. Each ministry works closely with delivery agencies and local and regional 

institutions in the field but the legacy of centralism at the national level is still very high. This brings a 

limited and underdeveloped understanding of the needs of entrepreneurs and SMEs at a local level 

which results in a plethora of disconnected, fragmented and inconsistent programmes promoted by 

different Ministries. There is also little systematic evaluation of projects and programmes, so that it is 

difficult to know which approaches are the most, or least, successful and hence to adapt policies to 

increase their impact. Furthermore, the fragmentation and duplication amongst regional and local 

institutions has created a multitude of entrepreneurship programmes on offer that makes it difficult for 

entrepreneurs and SMEs to take advantage of the appropriate business support programme.  

It is therefore important to foster a more pro-active, future-orientated approach to 

entrepreneurship design and to seek ways to increase policy co-ordination and local tailoring. It may 

be beneficial to improve the systematic collection and rigorous analysis of evidence of regional and 

local needs. Regional and local economic studies and sector reviews could improve learning and 

enhancement in tailoring of policies and in programme implementation. A clear division of labour and 

distinct spheres of responsibility in design and delivery between the Ministries and the arms-length 

agencies would enhance the co-ordination and integration at the national level. A better tailoring of 

policies reflecting the local needs can be achieved by incorporating regional and local perspectives 

into national strategies. Furthermore, actions should be taken to ensure the connection and consistency 

between the aims and purpose of strategy, policy programmes and projects which will bring better co-

ordination and effective policy development and delivery. Similarly, a single gateway for service 

provision to SMEs would create efficiencies for business. However, it is important that such 

streamlining retains regional diversity and locally tailored initiatives. In order to enhance the 

effectiveness of the policy design and delivery an additional area of intervention is the introduction of 

a more systematic assessment and evaluation of policy intervention.  

Examples from other countries of regional approaches for strengthening entrepreneurship policy 

design and delivery frameworks include: 
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 The design of an integrated model which comprises a national agency which holds the 

overall budget and sets the overall strategy, priority and target, and a network of subsidiary 

companies to deliver services in their local areas. The subsidiary companies must work 

consistently within national agreed priorities and while tailoring the services to the particular 

local needs (as in Scotland with Scottish Enterprise, UK). 

 The establishment of a regionalised delivery model through a regional business support 

network fronted by a one-stop shop single entry point which has the aim to integrate and co-

ordinate the business advice and therefore improve its quality and consistency (as in North 

East England, UK). 

 The implementation of a programme which aims to enhance provincial and local partnership 

and co-operation for fostering youth entrepreneurship. One of the key elements for the 

success of such a programme is obtaining the commitment of national Ministries and the 

involvement of  a focused agency to co-ordinate and involve local partners in programme 

implementation (as in Quebec, Canada). 

In order to introduce these types of approaches in Croatia, dialogue, learning, agreement and 

innovation to develop entrepreneurial policy and institutional frameworks are needed. It is also 

important to develop appropriate links between local level and regional level strategy building and 

implementation arrangements, and to reach a certain balance in the decentralisation of authority and 

resources to the regional and local level.  

Focusing on high growth and internationalising SMEs 

Like other nations in South East Europe, Croatia faces a range of competitive challenges from EU 

nations and increasingly, the rest of the globe. To compete effectively in international markets, 

Croatian policy makers and practitioners have recognised the need to encourage and strengthen the 

competitiveness of its enterprises and focus on exporting. High growth SMEs are widely recognised as 

key actors in developing innovation and job creation. The wide range of development agencies that are 

in place, the cohort of skilled practitioners, and the understanding of the possible interventions that are 

appropriate for SME growth, provide a good platform for future development. However, the current 

approach shows an insufficient understanding of the structure and dynamics of the SME sector which 

makes the identification of SMEs with high growth potential difficult. Moreover, the support system to 

enhance the growth of SMEs is mainly driven by pre-defined programmes largely funded by 

international donors without taking into consideration the specific needs of fast growing SMEs. Co-

ordination among different delivery agencies is still a weak point for Croatia, and generates overlap 

and confusion, and leads to the underdevelopment of the synergies between different economic 

policies. The overall effectiveness of policies and programmes would be improved through impact 

assessments. 

Under these conditions, it is important for Croatia to clearly understand the needs and 

opportunities of the high growth SMEs being targeted. A better picture is required of the current SME 

base, requiring not only more business surveys, focus groups and other statistics-gathering initiatives, 

but also including the evaluation of elements of programmes and policies. Improving the links with 

other policy areas (FDI attraction or university R&D) with a multidisciplinary approach may also be a 

key element for fostering more innovative and internationally competitive SMEs. Similarly, providing 

outsourcing services to international companies could be an easy way to modernise and 

internationalise some SMEs. Co-ordination, interactions, links, synergies can all be enhanced at local 

and regional levels through the development of clusters built upon well-established natural resources 
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and/or industrial capability such as, for instance in Croatia, the organic food and drink sector or 

thermal energy.  

Examples from other countries of regional approaches for modernising and diversifying existing 

SMEs and supporting their international competitiveness include: 

 The development of a vibrant and integrated cluster based on a well-established, pre-existing 

capability which brings together successfully the supply chain, with relevant public sector 

bodies, education and research institutions, and with civil society representatives. As the 

learning model of Scottish Forest Industries Cluster, highlighted this can be successful in 

rural and remote areas characterised by a fragile economy, and can provide an opportunity 

for rural investment and employment (as in Scotland, with Scottish Forest Industries Cluster, 

UK). 

 The establishment of a publicly-funded regional business development agency focusing 

primarily (with a pragmatic approach to prioritisation) on attracting and supporting growth-

oriented SMEs through initiatives to encourage innovation and internationalisation. Such an 

agency may be an arms-length agency that works within a national policy context set by 

national government but also has a number of locally-based initiatives (as in Nova Scotia 

with Nova Scotia Business Inc., Canada). 

 The development of creative local policies in public procurement which could imply SME 

development and innovation through increasing the overall level of demand for their 

products and services, and through product innovation (as in Udine with the school meals 

service, Italy). 

In order to introduce a more modern, diversified and internationally competitive SME base that 

could enhance the Croatian economy‘s growth and employment can be identified. These include a 

combination of a supportive macroeconomic context, a clear understanding of the local SME base and 

of its support needs, the focused design and delivery of policy and programme interventions, and the 

overall co-ordination of different actors.  

Developing technology based entrepreneurship  

SMEs in OECD countries, given cost structures and a strong pressure from the global market, are 

facing the need to develop their technology or other added value features in order to compete in the 

international marketplace. Technology-led entrepreneurship is a complex and long term process which 

needs the full involvement of a number of elements, above all research universities, an orientation to 

technology transfer, and entrepreneurial and skilled human resources.  

In Croatia there are already in place a number of agencies, centres and programmes supporting 

the development of technologies and its integration in a wider entrepreneurial context, such as the 

Business Innovation Centre of Croatia, a number of technology development centres, business 

development centres, technology parks, entrepreneurship centres, etc. Croatia also benefits from the 

presence of five well developed universities, particularly the University of Zagreb. However, despite 

the number of institutions, organisations and agencies dealing with programmes and initiatives to 

support the development of a modern, technology-based entrepreneurial environment, Croatia is still 

suffering from a low level of co-ordination and interaction between different actors and programmes. 

This makes the utilisation of support by entrepreneurs difficult. Although the support systems for 

technology based entrepreneurship tends to be concentrated around cities that have a university 

presence (mainly Zagreb), there is a lack of university technology transfer policies (universities are not 
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usual interlocutors for local firms) nor is there a well-defined legal structure dealing with intellectual 

property rights.  

Under the cited conditions, the improvement of niche technology SMEs relies on an upgrade in 

the innovation and business support infrastructure. This includes improvements to: the tertiary 

education system; existing nodes of technology; business and entrepreneur support systems; and, 

financial support structures for seed and venture capital. These upgrades could include mentoring and 

technical support for entrepreneurs, utilising existing experience and skills within universities and 

within technology nodes. Regional seed capital funds could be raised through partnerships of public 

and private investors. 

Examples from other countries of local approaches for fostering the development of technology-

based entrepreneurship include: 

 The development of complex partnerships between city, regional and national governments, 

local financial institutions and research centres. Those partnerships would be able to cover 

financially the establishment of an incubator, and also very importantly, would create an 

informal coalition of interests able to actively involve the private sector (as in St. Louis with 

the Centre for Emerging Technologies, Missouri, USA). 

 The establishment of a technology development centre devoted to technology 

commercialisation. The centre can be the result of a strong partnership between a technical 

university and a regional government and can consider the creation of satellite facilities in 

other parts of the region. In addition, entrepreneurs could use the universities‘ facilities and 

instruments to build their business, reducing both costs and time (as in Atlanta with the 

Advanced Technology Development Centre, Georgia, USA). 

 The creation of a regional innovation system of incubators made up of a regional network of 

―competence centres‖ for key technologies promoted by a coalition of partners, including 

city governments, universities, local financial interests and the private sector, with the aim to 

promote regional economic development through technology and knowledge-based starts-up 

(as in Dortmund with the Technologie Zentrum Dortmund, Germany). 

Developing entrepreneurship culture and skills 

Policies that aim to encourage entrepreneurial activities should devote particular attention to the 

social, cultural and political context. Modern society is characterised by a high level of uncertainty and 

increasing challenges and pressures, arising, in part, by the reduction of trade barriers and the race for 

innovation and advanced telecommunications and technology in an international arena. Developing an 

entrepreneurial culture and the entrepreneurial and managerial skills of existing and future 

entrepreneurs is a priority for Croatia in order to confront the above mentioned challenges.  

It should be recognised that in recent years the entrepreneurial activity in Croatia has grown 

significantly as shown by it improved position on the TEA
90

 index. Numerous entrepreneurship 

support initiatives and programmes have been introduced in Croatia, following the general trend 

towards entrepreneurship. The existing political system is supportive of innovation and change and 

can benefit from an emerging young, dynamic, and highly qualified workforce. However, the general 
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entrepreneurial culture is still suffering from the socialist legacy and by the population‘s critical view 

of entrepreneurship which has been affected by corruption, moonlighting and financial scandals. 

Moreover, an important player such as the education system has very few links with the business 

community. 

Key activities recommended for promoting the necessary attitudes and culture for successful 

entrepreneurship, and innovation and business growth, include the commitment of all governments in 

highlighting champions and successful initiatives through a more intensive use of the media. The 

education system should also be more involved by integrating entrepreneurship education into both 

schools and universities. Experience from other OECD countries has demonstrated that if a culture 

shift is to be achieved effectively, a greater emphasis upon entrepreneurial education at schools is 

needed. The development of entrepreneurial and managerial skills has to be pursued through 

knowledge acquisition, the continuation of interactive training, experimentation and, as an effective 

short term strategy, the creation of a business mentoring programme. 

Examples of programme approaches in these areas developed in OECD countries include: 

 The introduction of an entrepreneurship contest which both seeks to develop an 

entrepreneurial culture by raising the image of entrepreneurial activities amongst young 

students, and also for new entrepreneurs who have projects in mind, by helping them to 

attract the attention of the financial community (as in Québec with the Québec 

Entrepreneurship Contest, Canada). 

 The establishment of a business mentoring network aimed at providing entrepreneurs and 

business leaders with good managerial skills and ensuring both the growth and survival of 

their firms (as in Québec with the Business Mentoring Programme, Canada). 

 The creation, with the support of a public-private partnership, of a regional agency devoted 

to raising the an entrepreneurial spirit of the local population and to develop their ambition 

and desire to launch businesses (as in Nord-Pas de Calais with Créativallée, France). 

 The development of a programme that aims to motivate and enable regions to stimulate and 

support the spin offs of universities research centres based on a regional network concept 

which brings together, in a co-ordinated manner, the education and research system, the 

business community and policy/administration at different levels (national, regional and 

local) (as with the EXIST-Start-ups from Science Programme, Germany). 

These types of initiatives can increase the entrepreneurial culture and skills, providing Croatians with 

the knowledge and skills necessary to face successfully the challenges posed by today‘s increasingly 

competitive and changing economy, whether they start or run a business, or become employed in a 

private business or the public sector.  

In conclusion, this review of entrepreneurship innovation and economic development at the local 

level in Croatia has highlighted, through the recommendations and examples from international best 

practices, a range of initiatives which are important not only for fostering the start of new businesses, 

but also to re-direct the nature of business activity away from a necessity driven approach to 

entrepreneurship to an opportunity based one. Furthermore, they have demonstrated the way in which 

incremental innovations in products, markets and production techniques can play a critical role in 

make local businesses more competitive.  
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Annex 1: Recommendations at a Glance 

The following table brings together a set of recommendations developed by the review panel. This aims to facilitate discussion around 

recommendations given to strengthen entrepreneurship innovation and economic development at local level and to develop local action plans that 

could be followed by policy makers at national and sub-national levels. 

Modernisation, diversification and internationalisation of existing SMEs 

Analysis of the SME market Most of the activities and interventions made in support of the SME sector appear to be ―supply-driven‖, i.e. they reflect the 
knowledge and capacities of those agencies delivering the service. There was much less evidence of ―demand-driven‖ policies, 
reflective of the identified needs of SMEs themselves and tailored to their individual circumstances. Demand-driven policies are more 
likely to achieve the results sought and to provide a cost-effective use of public funding. In order to design more demand-driven 
interventions, it is necessary to understand the needs and opportunities of the SMEs being targeted. On a quantitative level, there is a 
reasonable understanding of the SME sector in Croatia in terms of its scale, structure, geographic and sectoral distribution. There is 
less understanding of the structure of the SME sector in terms of its growth potential, the specific constraints on growth that it faces, 
and the types of support most likely to mitigate these constraints. Gathering such information requires direct contact with SMEs, and it 
is recommended that a series of surveys are undertaken at regional and local level. 

Evaluation of programmes and 
policies to date 

The wide range of programmes and policies being delivered to the SME sector is a strength for Croatia, reflecting a high degree of 
commitment to the objective of encouraging growth. Over time, however, it is important to become more selective in the programmes 
being delivered, homing in on those which can be shown to achieve the greater benefits. It is recommended therefore that a series of 
evaluations be undertaken of the range of SME support policies currently being delivered at both national and local level. This will 
involve measuring outcomes against original objectives, and comparing outcomes across different programmes. In order to ident ify 
the impact of policies at the level of individual SMEs, it will generally be necessary to talk directly with client businesses in order to 
establish how they have benefited from support. In order to avoid ―survey overload‖, it should be possible to incorporate eva luation 
questions into the market surveys recommended earlier. SMEs could be asked about their take-up of support so far, what actions 
they took in response to it, and how those actions improved their growth potential and performance. The results of the evaluation 
work can be used to refine the range of support measures, concentrating on those with the highest impact and simplifying access for 
the SMEs themselves. 

Improved links with other policy 
areas 

Success in achieving a more innovative and internationally competitive SME sector will require a multi-disciplinary approach. We 
identified a lack of connection across policy areas. In order to create a more supportive environment for SME growth, better 
connections across policy areas will be required. Two particular areas where improved links could be effective are with FDI policy and 
with R&D policy. 
Success in attracting FDI to Croatia creates a potential new source of demand for goods and services locally. A key element in 
successfully making a productive connection between FDI and local suppliers is to intervene early in the process, as the investment is 
being considered and made rather than after the event. The international investor needs to have the confidence that local supply 
capability can be developed, and will need to be directly involved in advising and training local SMEs. Similarly, the SMEs will require 
time to develop the service levels and skills demanded. 
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Another key policy connection necessary on behalf of SMEs is with the R&D infrastructure in universities, colleges and research 
institutions. Small companies with growth aspirations will generally be able to identify for themselves where they need product or 
process improvements. But they may not have the detailed technical knowledge or time to develop these on their own. Improved 
connections with sources of technology innovation will be required, along with a greater degree of market and business orientation 
from the relevant institutions. 

Outsourcing opportunities The potential for some SMEs to modernise and internationalise through providing an outsourcing service to international companies 
was highlighted on a number of occasions during the visit. Outsourcing provides an opportunity to work very closely with an overseas 
customer, improving the quality of local products and services, gaining an entry point into export markets and developing local 
management and technical skills, while benefiting from a steady revenue stream. There are potential disadvantages of course, in 
terms of dependence on one or two large customers and over-specialisation on those customers‘ technical requirements. But on 
balance, the approach offers a ―fast track‖ to product innovation and exporting. 
We therefore recommend that the potential of an outsourcing initiative be examined in more detail through a feasibility assessment. 
The market opportunity should be measured, specific potential customers identified, technical requirements determined and local 
capacity measured. Any barriers to market entry would be identified, and support provided to address these. The feasibility work 
could be undertaken under the auspices of HAMAG in collaboration with relevant local enterprise agencies in areas where the 
sectoral potential is highest. There may also be a role for the Chamber of Commerce in supporting the initiative through export 
promotion and trade exhibitions. 

Local clustering opportunities Most development agencies worldwide have adopted clustering as a model for their industry interventions. Most have also ident ified a 
similar mix of industries on which to build clusters, for example life sciences, ICT and semiconductors. As a result, the overall concept 
has been diluted and does not offer the competitive advantage that it was initially intended to. 
Nevertheless, it can work well in specific circumstances and this is often the case where the cluster is built upon a well established 
natural resource or industrial capability. The Scottish forest industries cluster is an example of this, and is presented as a learning 
model later in this report. In the case of Croatia, there are a number of similar examples that offer potential for a cluster approach at 
regional or local level. This is already developing with boatbuilding in Istria. Other possibilities identified during the visit were organic 
food and drink, and bio thermal energy. These opportunities could be best exploited at regional and local level, beginning with 
systematic audits of the SME base in the selected sectors and its links with the local education and technical infrastructure. 

Technology-based SMEs policies 

Identify technology niches in 
Croatian universities and 
existing technology-based 
companies 

Seeking to generate technology entrepreneurship throughout all of Croatia at the same time is impractical and a waste of scarce 
resources. If the federal government is to effectively support the growth of technology-based entrepreneurship, it should determine 
where such policies and programs will have the greatest chances for success and focus existing resources on them. Currently i t 
appears that the federal government‘s technology policies and programs have focused on developing broadly scattered technology or 
entrepreneurship zones and programmes that are not focused on particular geographical locations or existing strengths of universities 
and technologies 
If this were done, the government could then target scarce mentoring and financial resources on those areas of technology and 
entrepreneurship that are strongest in both university labs and within private industry, e.g., pharmaceuticals, ship building 
technologies, IT and CIT, alternative energy systems, and advanced materials to name a few. Federal programs could then be 
concentrated in those areas of the country where there are major research universities with strength in some of these technologies as 
well as applied engineering curricula, multi-disciplinary research programs and a trained technology workforce. In technology-based 
economic development it is many times more important to do a few things well than many things poorly. 
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Regional technology 
programme and unique central 
agency/ministry 

As we have seen, most current federal technology and entrepreneurship programs currently suffer from lack of resources and 
apparent diffusion across a number of ministries, each with layers of time- consuming bureaucracies. As a result, many people feel 
that these programs and policies need to be simplified and integrated into a single business support system – one managed by a 
single government agency. In addition, these programs need to be made readily accessible to entrepreneurs and other clients at a 
regional level and need to be implemented by experienced entrepreneurs and businesspeople.  
By placing all federal technology and entrepreneurship management under one agency, clients could be more easily tracked and 
helped through an integrated business development support system that could include ―proof of concept,‖ strategic business planning,  
mentoring and financing. In addition, the success or failure of such an integrated strategy could be more easily measured and 
modified to account for changes in business development strategies and resource needs. and availability. 
The agency that appears to have the most ability to implement such an approach is BICRO which currently provides mentoring and 
small amounts of seed capital to technology-based entrepreneurs. In addition, BICRO staff also have  private sector experience in 
building new technology companies. 

National science and 
technology growth strategy 

It does not appear that there are adequate protections for scientific discoveries made in Croatia. Without some means of granting 
ownership of technology innovations to entrepreneurs and university researchers who develop new technology-based products, there 
will be little interest in pursuing technology commercialization. That protection must be created at the highest levels of government 
and be a crucial part of a national Croatian science and technology policy. 
That strategy should also include a clear statement from the central government that encourages the commercialization of 
technologies by state-sponsored universities, in addition to their other two missions of research and teaching. Universities are rapidly 
becoming a major economic development force in the United States as state governments look to them as a source of ―new 
economy‖ businesses... 

Banking reform, financing laws 
and seed capital creation 

The current business financing policies of the federal government are difficult to implement because current legislation does not allow 
banks or investors to quickly recapture their investment if a company fails. Because of this impediment many start-up companies – 
particularly technology-based companies – find it almost impossible to gain financing through regular banking or equity channels. 
Though the federal government has done what it can in providing both guarantees and interest rate subsidies, most banks will not 
lend without collateral and most seed and venture capitalists will shy away from high risk investments. Appropriate legislation will be 
required to encourage equity investments in start-up technology companies. 
Seed capital is the life-blood of entrepreneurs and technology-based company growth. Unfortunately there is little seed capital 
available in Croatia, other than some funding that has begun to be provided by the EU to the ministries and organizations such as 
BICRO. The federal government should consider enacting tax credits or some other form of incentive to encourage the formation of 
early-stage seed capital funds in Croatia. Both the central government as well as RDA‘s should look to the EU for help in developing 
such funds. Seed and venture capital programmes are being studied in other Eastern and Central European countries that have 
recently joined the European Union. Though the temptation is great to recommend that the federal government create a national seed 
and venture capital fund, it has been the experience in the United States that incentivizing the private sector to create such funds is a 
much preferred option. 

Human capital development Start to build a better workforce now. Make the teaching of entrepreneurship and business building a required subject in both primary 
and secondary schools. Develop a strong science and technical curriculum within the school system and incentivize students to study 
it. 
Croatia needs a stronger technical workforce and more entrepreneurs. One way to accomplish this is through new education and 
training policies aimed at getting young people to understand that the only future in front of them is not necessarily going to work for 
someone else. There is a more thorough discussion of this issue in another part of this report. 
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Entrepreneurship policy design and delivery framework 

Improve the systematic 
collection and analysis of 
evidence 

Understanding regional and local needs is currently hampered by the uneven availability of appropriate statistics, analysis and 
knowledge about local and regional economies. Better tailoring of policy and service programmes to regional and local needs requires 
deeper understanding and knowledge of the local customer base of entrepreneurs and small businesses. More systematic and 
rigorous analytical approaches will also be required to demonstrate capacity, understanding and preparedness to develop 
programmes and projects for EU funds, for example in undertaking ex ante appraisals of regional and local conditions. Greater and 
regular consultation with appropriate stakeholders, especially intended users and beneficiaries, can enhance strategy and pol icy 
effectiveness too and ensure the appropriateness of local institutional structures. Regional and local institutions are currently involved 
in relatively small scale local survey and evidence collection work to assist local analysis and policy development. Such efforts should 
ensure consistent use of methodologies and standards to allow longitudinal and comparative research and analysis to proceed from a 
solid evidence base. Utilisation of existing national level studies and dialogue with the national statistical office to improve the quality 
and coverage of sub-national statistics is also important. 

Enhance co-ordination and 
integration at the national level 

Establish a clear division of labour and distinct spheres of responsibility between the analysis, strategy development, policy design 
and evaluation role of the Ministries and the operational and delivery functions of the arms-length agencies. For example, the 
MINGORP should focus upon strategy, policy framework and programme development and more readily and quickly devolve 
programme delivery to HAMAG. In addition, the horizontal cross-departmental institutional mechanisms (i.e. Task Forces, Working 
Groups) at the Ministerial level already in place in some policy areas should be extended to the entrepreneurship field. Strategy and 
policy development processes could also be further opened up to dialogue and consultation with relevant user associations and 
groups such as the Croatian Employers‘ Association, Chamber of Commerce, Chamber of Crafts, UHIPP (Association of Croatian 
Institutions for Enhancing Entrepreneurship), trade unions and CEPOR. The aim would be to increase dialogue and, understanding 
and to identify opportunities for co-ordination and integration of activities, especially at the national level. 

Incorporate regional and local 
perspectives into national 
strategies 

Better connection between the aims of national and regional and local strategies can be achieved through the incorporation of 
regional and local perspectives in national strategies. This process of vertical integration between levels can help to tailor and 
differentiate policy for different types of regions and localities — helped by the finer grained analysis of regional and local needs from 
the strengthened evidence base (see the first recommendation above). Where this link is not present a degree of disconnection is 
evident, for example the national science and technology strategy lacked a regional or local dimension. International good practice 
suggests the sub-national dimension to science and technology strategy and policy delivery is increasingly important in the creation of 
effective territorial innovation systems. Practical guides to support the cross-checking of the regional and local dimensions of national 
strategies and policies — so-called ‗region-proofing‘ — are available. 

Enhance connection and 
consistency between the aims 
and purpose of strategy, policy, 
programmes and projects 

Strategy builds on analysis to set out and justify the aims, objectives and priorities. Policy sets the framework, instruments and 
measures through which such aims are to be achieved. Programmes are the sets of interconnected projects that will deliver the policy 
and strategy. More integrated approaches need to be deployed to ensure that connections and consistency are embedded within the 
policy process in the round. This then provides a means of countering the problems of fragmentation and underpins greater co-
ordination and effective policy development and delivery. For example, aims and priorities need clear identification and articulation 
throughout the policy process. Given Croatia‘s stage of economic development, the quantity of new start-up businesses is 
understandably a concern but issues of quality — for example survival rates, growth potential and innovativeness — need also to be 
incorporated into the analysis and strategy development. Similarly important is the relative weight in entrepreneurship policy given to 
participation and the targeting of particular social groups, ownership structures and places. 
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Achieve a clear and effective 
balance in the decentralisation 
of authority and resources 

A more effective balance needs to be found between the national centre and regional and local levels in developing and delivering 
entrepreneurship policies. In a relatively small state such as Croatia the roles and balances between the various levels is critical, 
particularly since shared responsibilities between levels of government are not clearly defined. In addition, over-burdened central 
Ministries could devolve more responsibilities and achieve greater levels of effectiveness. 
A first practical step could be a review of who does what and at which levels accompanied by reflection on the fundamental questions 
of what is the appropriate geographical scale at which to design and deliver entrepreneurship policy. The current context may be 
timely for such an exercise given the ongoing discussions regarding EU regionalisation and the potential establishment of 3 new 
regional entities at NUTS II level or the further deconcentration of functions to the NUTS II level. Critically, regional and local level 
institutions have the potential better to understand regional and local level needs and are more able to tailor policy effect ively to 
address them. Disparities in entrepreneurial performance across Croatia suggest the need for differential approaches in addressing 
the issues. 

Improve co-ordination and 
integration amongst regional 
and local agencies 

Co-ordination and integration between regional and local agencies can be improved but this must not be at the expense of the 
strengths of local institutional diversity, initiative and innovation. Regional and local institutions should not be subsumed into a 
universal, ‗one-size-fits-all‘ model. MMTPR is taking the right approach in seeking to establish minimum framework guidelines on 
what RDAs should do, their service quality levels and so on but, crucially, it should leave room for regional and local discretion and 
diversity in specific institutional solutions. 
There are several practical ideas to improve co-ordination. First, utilisation of the ‗single gateway‘ or ‗one-stop-shop‘ concept may 
provide a means of enhancing co-ordination. The idea is to establish a single entry point for entrepreneurs and small businesses to 
access the business support network and be signposted to appropriate services. The concept suggests a single gateway to the wider 
network of service providers including public, public/private and private bodies. Second, the standardisation and accreditation 
measures delivered by HAMAG to ensure service provider quality and consistency, especially for specialised consultants, should be 
rolled-out more fully and quickly. This will encourage consolidation and rationalisation within the institutional network as weaker 
providers will be forced to upgrade to meet appropriate quality standards or withdraw from the market. Third, the good practice 
knowledge exchange should be developed and built upon amongst the National Association of Institutions for SME Development and 
the County Development Agencies network. 

Introduce more systematic 
assessment and evaluation of 
policy interventions 

More proactive and searching evaluation mechanisms need to be introduced and embedded into the policy design and delivery cycle 
with the aim of learning lessons and making subsequent strategy and policy more effective. The current approach of functionally 
checking outputs is limited and risks squandering opportunities for learning and development from policy design and delivery 
experience. Appropriate and consistent indicators of programme outcomes can be developed to support comparative and longitudinal 
analyses. With a more rigorous and robust assessment framework, more policy pilots and experiments could be undertaken 
supported by a systematic means to evaluate exactly what is effective and ineffective policymaking. 

Entrepreneurship skills and culture 

Adopt a programme-driven 
approach 

In policies, programmes and instruments, structures appear to be imposed and very few initiatives truly originate in the communities 
or as a result of the communities‘ needs. To inject dynamism into the entrepreneurial system, there must be room for new, private 
initiatives to emerge. If the present dynamic is not reversed, there is a danger that the new generation of entrepreneurs and support 
staff will depend systematically on central Government funds for their survival. This is not much better than enriching a system of 
employment insurance or social assistance. The Government should not become the depository for a series of programmes 
introduced to deal with potential problems. 
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Build an entrepreneurial culture This involves encouraging a dynamic based on sustainable collective enrichment. It starts from refocusing the general view of 
entrepreneurship on the work of small firms and their importance, and changing the legal system quickly, so that the market can 
operate within the rules. It is important to involve the economic community in an extensive campaign to clean up the corruption 
currently flourishing within its ranks. This requires accountability for all those involved. The answer may be individual or collective 
entrepreneurship throughout the country. Entrepreneurship is a powerful way of achieving social and economic democracy. 

Cultivate an entrepreneurial 
culture 

Encourage champions, successful initiatives and project proponents wherever possible, and capitalise on their success. It is possible 
to introduce a process that will encourage successful organisations to teach, exchange and extend their projects into other regions or 
other organisations. This would not only speed up the knowledge transfer process, but would also help forge contacts between 
stakeholders and take advantage of the experience accumulated by model initiators. 
Moreover, introduce new National Entrepreneurship Contest involving a wide range of entrepreneurial players and recognising a 
variety of different entrepreneurial projects. This would help capitalise on the entrepreneurial successes of recent years. 
Furthermore, use the media more intensively to enhance the value of entrepreneurship and entrepreneurs and reposition their role in 
the current economic and political transformation; inform (educate) the population and the entrepreneurial community through 
ongoing activities in the entrepreneurial system. 
Finally, organise events at which stakeholders can gather, discuss and make collective progress. This will speed up the learning 
process and allow the existing system, which is already fairly dynamic, to reach maturity more quickly (e.g. conference; convey good 
practices; website). 

Incorporate entrepreneurship 
education into the educational 
system 

Especially in the vocational schools, which have a more practical orientation, either by presenting a range of entrepreneurial models 
and inviting teachers to use the models that most resemble their own lives, so as to avoid culture shock (e.g. the social economy, 
cooperatives, environmental micro-firms, etc.) or by introducing different teaching methods that allow students to experiment and 
learn by solving problems. These methods should encourage creativity, autonomy, tolerance for risk, mutual support and social 
responsibility, individual commitment and so on. 
It is important to find innovative ways of involving the scientific community and introducing entrepreneurship into the universities as 
quickly as possible, e.g. by supporting university research in order to create a community of interest and a national movement in 
university circles towards the development of entrepreneurship knowledge. 
It may also be possible to create an entrepreneurship and small business university. 

Develop entrepreneurial and 
managerial skills 

There are different levels of learning, and teaching methods must be adjusted accordingly. The first level is knowledge development. 
This can be done through a variety of channels, including the media, conferences and so on. There are a host of subject areas that 
would help enrich the entrepreneurial toolbox: one-off and continuous training, conferences, continuous information, distance 
education, etc.; good stewardship practices; business ethics; marketing products and services; foreign markets; foreign languages; 
how to sell, negotiate and get to know customers; case opportunity; accounting and finance; regulations; and etc. 
The second level of learning involves the development of attitudes and skills: continuous training, practical cases, project testing, etc. 
It has been shown that entrepreneurs, because of their specific profile, would rather learn by starting a real-life project, preferably 
their own. It is therefore easier to motivate entrepreneurs by offering continuous interactive training that will allow them to develop 
their own projects. 
The third level of training involves experimentation. This allows entrepreneurs to test their acquired knowledge and use their new 
skills. Experience is obtained through action and over time, but there are ways of speeding up the process, such as sharing 
experience through mentoring, coaching and networking. Fostering the development of contacts by setting up groups of 
entrepreneurs with shared business interests. Even if they are supported by the Government, entrepreneurs will be unable to meet 
the challenges they now face if they do not have opportunities to talk to their counterparts in other firms. 
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Annex 2: List of interview partners 

Zagreb 

BICRO – Business Innovation Centre 
Ivo Friganovič (Director of RAZUM Programme) 
Planinska 1 
Web-site: www.bicro.hr  

Tel: +385 1 23 52 601 
Fax: +385 1 23 52 615 
E-mail: ured-bicro@bicro.hr  

CEPOR – SME Policy Centre 
Slavica Singer (Head of the Graduate Programme in Entrepreneurship) 
J.F.Kennedya trg 7 
Web-site: http://www.cepor.hr/en/index.html  

Tel: +385 1 2305 363 
Fax: +385 1 2345 577 
E-mail: cepor@zg.htnet.hr  

Craft Credit Association 
Zlatko Cahun (President of the Board) 
Ilica 49 

Mob: +385 098 295 249  
         +385 091 4814 975  
Fax: +385 1 48 46 604  
E-mail: zlatko.cahun@zg.t-com.hr  

ESP – USAID’s Enhancing Small and Medium Enterprises Project 
Joe Welsh (Chief of Party) 
Florijana Andrašeca 14 
Web-site: http://croatia.usaid.gov/partners.htm  

Tel: +384 5240 
Fax: +384 5241 
 

HAMAG – Croatian Agency for Small Businesses 
Tomislav Kovačević (Executive Board President) 
Prilaz Gjure Deţelića 7 
Web-site: www.hamag.hr  

Tel: +385 1 488 10 00 
Fax: +385 1 488 10 09 
E-mail: tkovacevic@hamag.hr  

HGK – Croatian Chamber of Economy 
Dunja Konjevod (Vice President) 
Rooseveltov trg 2 
Web-site: http://www2.hgk.hr/en/  

Tel: +385 1 48 28 382 
Fax: +385 1 48 28 379  
E-mail: eoi@hgk.hr  

HOK – Croatian Chamber of Crafts and Trades 
Ivica Štambuk (Head of CEHOVA Project) 
Ilica 49 
Web-site: www.hok.hr 

Tel: +385 1 48 06 666 
Fax: +385 1 48 46 610 
E-mail: hok@hok.hr 

MINGORP – Ministry of Economy, Labour and Entrepreneurship 
Tajana Kesić-Šapić (State Secretary for Entrepreneurship) 
Ulica Grada Vukovara 78 
Web-site: 
www.mingorp.hr/cacheeng.aspx?pg=defaulteng.asp&cache=1&id=8&glink 

Tel.: +385 1 6106-548 
Fax: +385 1 6106-921 
E-mail: tajana.sapic@mingorp.hr 

MMTPR – Ministry of Sea, Tourism, Transport and Development 
Helga Bubanović (Head of Department for Regional Development) 
Prisavlje 14 
Web-site: http://www.mmtpr.hr/default.asp?id=777  

Tel: +385 1 4695 728  
Fax: +385 1 4695 729  
E-mail: 
snjezana.planinc@ws.mmtpr.hr  

Union of Innovators 
Stanislav Čajavec (President) 
Dalmatinska 12 
Web-site: www.inovatorstvo.com  

Tel: +385 91 1144 545 
E-mail: 
stanislav.cajavec@veterina.hr  

USAID – US Agency for International Development 
William Jeffers (Mission Director) 
Thomasa Jeffersona 2 
Web-site: http://croatia.usaid.gov/  

Tel: +385 1 661 2175 
Fax: +385 1 661 2008 
E-mail: usaid-zg@zg.htnet.hr  

Zagreb Craft Association 
Vlado Crkvenac (President) 
Trg Maţuranića 13 

Tel: +385 1 48 77 888 
Fax: +385 1 48 26 096  
E-mail: info@obrtnici-zagreb.hr  

http://www.bicro.hr/
mailto:ured-bicro@bicro.hr
http://www.cepor.hr/en/index.html
mailto:cepor@zg.htnet.hr
mailto:zlatko.cahun@zg.t-com.hr
http://croatia.usaid.gov/partners.htm
http://www.hamag.hr/
mailto:tkovacevic@hamag.hr
http://www2.hgk.hr/en/
mailto:eoi@hgk.hr
http://www.hok.hr/
mailto:hok@hok.hr
http://www.mingorp.hr/cacheeng.aspx?pg=defaulteng.asp&cache=1&id=8&glink
mailto:tajana.sapic@mingorp.hr
http://www.mmtpr.hr/default.asp?id=777
mailto:snjezana.planinc@ws.mmtpr.hr
http://www.inovatorstvo.com/
mailto:stanislav.cajavec@veterina.hr
http://croatia.usaid.gov/
mailto:usaid-zg@zg.htnet.hr
mailto:info@obrtnici-zagreb.hr
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Varaždin 

AZRA – Regional Development Agency Varaždin 
Andrea Vugrinović (Director) 
Franjevački trg 7 
Web-site: www.azra.hr  

Tel: +385 042 422 200 
Fax: +385 042 390 571 
E-mail: info@azra.hr  

DAN – Development Agency North 
Normela Radoš (Director) 
Zagrebacka 94 
Web-site: http://www.dan.hr/_en/  

Tel: +385 42 213-700 
Fax: +385 42 200-720 
E-mail: varazdin@dan.hr  

Varaždin Tech Park 
Emilija Ţuvić (Project Manager) 
Hallerova aleja 5 
Web-site: www.tp-vz.hr  

Tel: +385 098  41 41 81 
E-mail: admin@tehnopark-
varazdin.com  

Bjelovar 

BBP – Business Park Bjelovar 
Adela ZobunĎjia (Director) 
Eugen Kvaternik trg 6 
Web-site: www.poslovni-park.hr/bjelovarhr/businessincubator/  

Tel: +385 043 221 590 
Fax: +385 043 221 588 
E-mail: inkubator@poslovni-
park.hr  

Bjelovar County Office 
Sanja Novak (Head of Economy Department) 
Dr. Ante Starčevića 8 
Web-site: http://www.bbz.hr/  

Tel: +385 043 221 921 
E-mail: rop@bbz.hr  

City of Bjelovar 
ĐurĎa Adlešić (Mayor) 
Eugena Kvaternika trg 2 
Web-site: http://www.bjelovar.hr/  

Tel: +385 043 622 000 
Fax: +385 043 244 615 
E-mail: 
gradonacelnica@bjelovar.hr 

 

http://www.azra.hr/
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mailto:varazdin@dan.hr
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Annex 3: International review panel and workshop participants 

Jaime del Castillo Hermosa is the President of INFYDE (Information and Development) since 

1987. He is professor of Applied Economy at the University of the Basque Country since 1992. Infyde 

is part of the LEED partners, and in this condition Mr. del Castillo has collaborated with the LEED 

programme in different projects. He has a longstanding experience in working in the fields of 

Innovation and Technological Development. He is specialised in the definition and setting up 

strategies of territorial development in regions and areas with development problems. Jaime has a 

wide knowledge of procedures and instruments of European regional development policy in general 

and the European structural support in particular he has worked in several occasions for the EU, 

OECD, BID, CEPAL and for regional and local governments in Spain, Portugal, France, Italy, Greece 

and Bulgaria. 

David Crichton has 25 years experience in economic development, both in the public sector and 

as a private consultant. He is currently Chief Executive of the Confederation of Forest Industries (UK) 

Ltd, a trade organization representing the timber growing and processing industries in the UK. Before 

taking up this role in early 2005, he was an independent consultant advising economic development 

agencies in Scotland and England on strategy and policy, including cluster and SME development 

activities. David is a graduate in Economics and Sociology from Edinburgh University, and of the 

World Bank Executive Development Programme at Harvard University. He is a non-executive director 

of the Health Board for Edinburgh and the Lothians, and an advisor to a number of SME‘s and other 

organizations. 

Peter Heydebreck is founding partner and Managing Director of the InnoGroup. In addition to 

his business activities, Peter Heydebreck holds a professorship for innovation management and 

entrepreneurship at the Linköping Institute of Technology at Linköping University. He is a member of 

the Research Commission of the German Science Council (―Forschungskommission des 

Wissenschaftsrates‖). Peter‘s expertise lies mainly in the fields of innovation and entrepreneurship 

policy and innovation management. He conceptualises and directs projects to identify new challenges 

and opportunities, to develop new approaches and methodologies, and particularly to implement 

policies. Peter Heydebreck has working experience in a vast number of countries. Peter engages hands 

on in seed management and is Managing Director of the seed capital company MORE Invest. 

Ronald Kysiak has over 35 years experience in economic and urban development, both in the 

public sector and as a private consultant. He has particular international experience in developing 

innovation incubators and technology parks, and is currently a Director of a number of private and 

non-profit economic development organisations in the United States. Ronald has been responsible for 

strategic planning and management of several joint-venture research parks in partnership with regional 

governments, universities and the private sector. Ronald‘s consulting expertise has been engaged by 

public sector organisations, universities and businesses in the USA, Canada, Spain, Germany, Britain, 

Estonia, Latvia, Poland, Iceland, China and Russia. Ronald is a graduate in Journalism from Marquette 

University and holds a Master of Arts in Urban Affairs from the University of Wisconsin at 

Milwaukee, USA.  

Andy Pike is a Senior Lecturer in the Centre for Urban and Regional Development Studies 

(CURDS) at the University of Newcastle, UK, where he has worked since 1993. He is Director of the 

Regional Governance Research Group at the Centre and leads research on local and regional economic 

development policy and governance. Andrew's recent publications include research on new 

institutional models and policies for local economic development, economic restructuring and 
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redevelopment policy in old industrial regions, the role of trade unions in local and regional 

development. He has also co-authored a book on local and regional development and edited a book on 

economic restructuring and policy in Europe. He is Coordinating Editor of the academic journal 

Regional Studies and Director of the CURDS Postgraduate Regional Development Programmes.  

Jonathan Potter is a Senior Economist in the Organisation for Economic Co-operation and 

Development (OECD), responsible for OECD work on entrepreneurship policies and policy evaluation 

at local level. He acts as a Project Development Advisor to the OECD LEED Trento Centre for Local 

Development and Principal Administrator in OECD Local Economic and Employment Development 

Programme. He manages three series of international OECD reviews and a number of OECD 

publications on entrepreneurship issues. Before joining the OECD, Dr Potter worked for six years in 

the UK as a Senior Consultant in the PA Consulting Group specialised in public policy evaluation. 

During this time he managed a wide range of national and international research studies for the 

European Commission, national government departments and regional and local government and 

development agencies. He holds a PhD in Economics from the University of Cambridge. 

Alessandra Proto works a Policy Analyst at the OECD LEED Trento Centre for Local 

Development based in Italy, where she has been working since its establishment in 2004. She manages 

the activities related to entrepreneurship and SME development in Central, East and South-East 

Europe. Ms. Proto graduated from Bocconi University in Milan, Italy, with a M.SC. in Economics and 

management of public administration and international institution. 

Nathaly Riverin has been Director of the Centre for Entrepreneurial Culture Watch at the 

Fondation de l'Entrepreneurship in Québec City since 2003. She is a widely published expert on 

entrepreneurship featured in leading academic journals, symposia, public sector reviews and working 

papers, and she has authored several economic impact studies. Nathaly was previously Director and 

Principal Researcher in the Global Entrepreneurship Monitor (GEM) Project in Canada between 2000 

and 2005. Between 1999 and 2002 she lectured in global economics, financial markets and business 

entrepreneurship at HEC Montreal, as well as at the University of Quebec at Chicoutimi between 1996 

and 1999. Before this she ran her own economics and strategic planning business. Nathaly holds an 

M.A. in Economics from Laval University in Quebec, as well as a D.E.A. in specializing in 

entrepreneurship from the University of Aix-Marseille III. She graduated from Sherbrooke University 

in Quebec with a B.A. in Economics in 1993. 
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