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3 Croatia’s economic profile and risk
of foreign bribery

This chapter provides a brief introduction of Croatia’s economic profile, with
a particular focus on the indicators that can offer information on Croatian
companies’ exposure to risks of foreign bribery, such as exports and foreign
direct investments.
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As mentioned in Section 2.5.1, the first category of criteria for accession to the OECD Anti-Bribery
Convention considers a range of economic indicators in a country. The OECD Working Group on Bribery
examines these indicators to determine whether accession to the Anti-Bribery Convention is of “mutual
interest” to the Working Group and the country seeking accession.

Croatia has a population of approximately 4.3 million. It joined the European Union in 2013 but is not in
the euro zone or the Schengen area. If it were a member of the OECD Working Group on Bribery, then it
would have the 40" largest economy out of 45 member countries. In terms of GDP per capita, it would
rank 35t

In terms of trade, Croatia would rank 40" out of 45 Working Group members in both exports and imports
of merchandise. The main exports are machinery and transport equipment, accounting for almost one
quarter of the total (23.9%), followed by manufactured goods classified chiefly by material (17.1%) and
miscellaneous manufactured articles (13.8%). The top five export destinations are Germany (13.1%), Italy
(12.6%), Slovenia (10.4%), Bosnia and Herzegovina (8.6%), and Hungary (6.8%). Germany is also the
biggest import source (15.4%), followed by Italy (12.5%), Slovenia (11.4%), Hungary (7.8%) and Austria
(6.7%). The main imports are machinery and transport equipment (26.0%), manufactured goods classified
by material (18.2%), and chemical products (16.9%).?

As for foreign direct investment (FDI), Croatia would rank last out of 45 Working Group countries in terms
of outward FDI stocks, and 40t for inward FDI stocks. The largest destination countries are Bosnia and
Herzegovina (27.8%), Slovenia (22.5%), Serbia (19.1%), Montenegro (6.1%), and Poland (4.2%). The
main sources of inward FDI are Austria (13.9%), Netherlands (13.2%), Luxembourg (11.3%), Germany
(10.8%) and ltaly (10.4%).3

State-owned enterprises (SOEs) play a significant role in Croatia’s economy. The country has one of the
highest number of SOEs per capita in the EU, including in central and south-Eastern Europe. The central
government holds full or majority ownership in 59 SOEs (including 6 listed companies) and minority stakes
in 10 listed companies. The SOE sector (including at the sub-national level) is valued at 47.2% of GDP
and accounts for 6.5% of total employment. The sectors with the most SOEs include transportation and
storage; finance; manufacturing; construction; telecommunication; electricity and gas; agriculture, forestry
and fishing; and real estate.

Micro-, small- and medium-sized enterprises (SMEs) represent a substantial part of the economy and are
active internationally. In 2019, SMEs accounted for 59.4% of value added and 68.9% of employment in
Croatia’s “non-financial business economy”, both above EU averages.® The Croatian government has
made a concerted effort to seek overseas markets for SMEs, ranking 3™ of 28 EU countries in 2018 in the
internationalisation of SMEs.® That same year, Croatian SMEs accounted for 53.0% of the country’s
exports.”

Croatian companies, including SOEs, are active in countries with substantial levels of corruption and are
thus exposed to risks of foreign bribery. One-sixth of Croatia’s exports are to members of the Central
European Free Trade Agreement, which consist of mostly of countries in South Eastern Europe (World
Trade Organisation, n.d.;1}). Among Croatia’s major trade and investment destinations, several rank poorly
on Transparency International Corruption Perception Index 2020 (Transparency International, 2020(2),
including Bosnia and Herzegovina (111" out of 180 countries), North Macedonia (tied for 111t), Serbia
(94™) and Montenegro (67t"). These four countries alone account for 55.3% of Croatia’s outward FDI stock
and 15.4% of exports in merchandise. Some Croatian SOEs operating in these countries are active in risk
sectors such as energy and extractive industries.?

However, Croatian stakeholders may not be completely aware of or agree with this foreign bribery risk
profile for the country. Private sector representatives at the fact-finding mission state that they are unaware
of any instances of foreign bribery involving Croatian companies. Parliamentarians state that foreign
bribery is “generally not a problem” and that Croatian companies are not sufficiently large and hence cannot
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afford to bribe foreign officials. Only civil society representatives acknowledge a risk of Croatian companies
bribing abroad.
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