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Foreword

We are pleased to present the EY Entrepreneurship Barometer, a
comprehensive survey conducted among entrepreneurs from Central,
Eastern and Southeastern Europe & Central Asia (CESA) countries,
including Croatia. This specific report highlights the responses of Croatian
entrepreneurs, marking the third survey of this kind conducted in Croatia
among successful entrepreneurs - candidates from the nine previous EY
Entrepreneur of the Year programs. Its findings provide a unique
opportunity for entrepreneurs to gain deeper understanding of the local
and regional entrepreneurial environment and the challenges they face.

Some of the key findings of this year's report include:
Investing in a structured innovation strateqgy is crucial for Croatian
businesses to foster growth and maintain competitive advantages;
Businesses should explore alternative financing options, such as
partnerships, grants, and venture capital, to overcome funding barriers
and enable investments in process automation and IT system
Companies should collaborate with educational institutions for
internships and training programs, while investing in employee
development to enhance retention and attract skilled talent;

While investing in Al technologies is essential for optimizing processes
and enhancing operational efficiency, it is important to address
concerns about implementation costs and data privacy to ensure
successful adoption;

Engaging with policymakers to advocate for simpler requlations can
help reduce bureaucratic barriers, creating a more supportive
environment for entrepreneurship and fostering business growth and
innovation in Croatia.

Reading through this report will provide you with interesting statistics and
comparisons with CESA region. You will find detailed data that highlights
the entrepreneurial trends, challenges, and opportunities in Croatia,
offering a comprehensive view of the entrepreneurial mindset and
environment.

We extend our gratitude to all the entrepreneurs who participated in this
survey. We hope that the findings will not only inform, but also inspire
further discussions and actions that will contribute to the growth and
development of the entrepreneurial ecosystem in Croatia.

Sincerely,

—ZA
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Executive summary

EY Entrepreneurship Barometer 2025 | Croatia

Innovation

Croatian businesses are prioritizing product and process innovation,
with 55% focusing on product development and 59% on enhancing
process innovation, indicating a proactive approach to meet market
demands and gain competitive advantages in the evolving
marketplace.

A significant 73% of Croatian firms are adopting Artificial Intelligence,
alongside a 55% increase in online marketing and e-commerce,
reflecting a strong commitment to digital transformation and improved
customer engagement, essential for adapting to changing consumer
behaviours.

Investment and financing

Croatian companies primarily rely on reinvesting profits and own funds
(69%), reflecting a conservative financing approach that emphasizes
sustainability. However, 39% face funding constraints, highlighting the
need for improved access to financing options to support growth
initiatives.

With 59% interested in process automation and 57% prioritizing IT
upgrades, Croatian firms are focused on digital transformation to
enhance efficiency. Economic risk and market uncertainty, affecting
61% of organizations, drive a cautious approach to financial planning
and investment decisions.

Employees

Croatian companies prefer hiring full-time employees, with 69%
indicating a stable job market and a commitment to workforce stability.
However, 78% struggle to find candidates with the required experience,
highlighting the need for improved talent development initiatives.

Attracting and retaining skilled talent is a significant challenge for 51%
of Croatian firms, reflecting a competitive talent market. Additionally,
41% face difficulties managing labor costs while ensuring competitive
compensation, emphasizing the need for a balanced approach to
employee satisfaction.

EY



Sustainable growth

Geopolitical instability and inflation are major concerns for Croatian
businesses, with 80% anticipating negative impacts. Additionally, 96% are

worried about rising labor costs, highlighting vulnerabilities that may affect
\/I financial stability and operational strategies.

While 57% report no supply chain issues, 73% view labor costs as a
significant concern, indicating acute awareness of financial pressures.
Croatian firms may need to adapt strategies to manage rising energy costs
and changing consumer behavior effectively.

Merger & acquisition

w Croatian business owners demonstrate a strong commitment to maintaining
) ownership, with only 4% likely to sell in the next year. However, 55%
consider selling as a legacy planning option, indicating a strategic mindset.
Additionally, 31% prefer transitioning within 1-4 years, reflecting readiness
for change and future opportunities.

Artificial intelligence

While 41% of Croatian businesses reported no Al investment in the past

N three years, 79% expect significant improvements in operational efficiency.
:'.F This optimism reflects a proactive approach to leveraging Al for growth and
innovation.

A notable 52% of Croatian firms have adopted Al for marketing
optimization, and 69% utilize it in data analytics, indicating a strong focus
on enhancing customer engagement and strategic decision-making through
advanced technologies despite concerns about implementation costs.

Entrepreneurial ecosystem

Only 12% of Croatian entrepreneurs view current business conditions as
favorable, with 61% citing a lack of skilled workforce as a major barrier.
Additionally, 82% perceive bureaucracy and requlatory complexity as
significant obstacles, highlighting the urgent need for regulatory reform
and enhanced education initiatives to support entrepreneurial growth.

Family enterprise

Croatian family businesses exhibit a balanced approach to succession
planning, with 36% having formal plans and another 36% discussing
succession informally. Additionally, 76% prioritize retaining earnings for
reinvestment, reflecting a commitment to long-term sustainability and
proactive leadership transitions within the family business landscape.

e
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Key areas of innovation

Croatian businesses demonstrate a strong focus on process and product
innovation, while showing confidence in existing strategies, highlighting a
balanced approach to growth and stability.

With 55% of respondents prioritizing product innovation, Croatian
businesses are keen on enhancing their offerings. This indicates a
proactive approach to meet market demands and consumer preferences,
suggesting potential growth opportunities and competitive advantages in
the evolving marketplace.

The 49% focus on organizational innovation highlights Croatian
businesses' recognition of the importance of enhancing internal
processes and structures, indicating a commitment to improving
efficiency and adaptability in response to changing market conditions.

The 0% of businesses indicating no planned innovative activities reflects a
strong entrepreneurial spirit in Croatia, suggesting that companies are
actively seeking growth opportunities and are committed to pursuing
innovation as a key driver for future success.

[ ]
Q e What are your key areas of innovation for the next 12 months?

Process innovation (implementing new or significantly improved methods of production, distribution, or financial management) 59%
Product innovation (introducing new or significantly improved products or services) 55%
Organizational innovation (making significant enhancements to business processes, systems, or organizational structures) 49%
Strategic and marketing innovation (introducing key changes in sales channels, packaging, promotions, or marketing strategies) 27%
Other 2%

We have not planned any innovative activities for the next 12 months 0%
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Croatia shows a stronger inclination towards process innovation (59%)
compared to CESA (46%), indicating a focus on enhancing production and
distribution methods. This suggests that Croatian businesses are
prioritizing efficiency and operational improvements as key drivers for
growth in the upcoming year.

Strategic and marketing innovation is notably lower in Croatia at 27%
compared to 38% in the CESA region, indicating that Croatian businesses
may be more focused on product and process improvements rather than
marketing strategies.

Digital technologies

The 55% increase in online marketing and e-commerce highlights a
growing recognition of digital sales channels among Croatian businesses.
This shift is crucial for adapting to changing consumer behaviours and
expanding market reach.

Q ® How has your use of the following digital technologies in your business operations changed
e over the past 12 months?

Artificial Intelligence (Al)

Improved website

Customer Relationship
Management (CRM)
Online marketing and E-
Commerce

Video conferences

Accounting or HR
software

Use of Cloud Computing

Internet of Things (loT)

Computer-aided design
software

Augmented and virtual
reality

73% 6%

69% h 2

59% 6% 2

55% 6% 6%

47% 8%

43%

39%

37% 6% 14%

33% 14%

18% 2% 22%

B Increased m No change Decreased Don't know/not applicable
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It’s crucial to invest in
a structured
innovation strategy
that prioritizes both
product and
marketing
innovations, which
will enable
entrepreneurs to
explore new sales
channels and maintain
competitive
advantages.
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Video conferencing remains essential, with 47% of businesses reporting
increased usage, reflecting the ongoing adaptation to remote work and
the need for effective communication tools in a post-pandemic business
environment.

The relatively low adoption of augmented and virtual reality at 18%
suggests that while these technologies hold potential, Croatian
businesses may still be exploring their practical applications, indicating a
possible area for future growth and investment.

Croatia demonstrates a higher adoption of Artificial Intelligence (Al) at
73% compared to CESA's 61%. This indicates a strong commitment
among Croatian businesses to leverage Al technologies, potentially
enhancing operational efficiency and driving innovation in their
processes.

The use of improved websites is notably higher in Croatia at 69%, versus
61% in CESA. This suggests that Croatian businesses are prioritizing their
online presence, which may enhance customer engagement and support
growth in digital channels.

Entrepreneurs are increasingly embracing
digital technologies, particularly Al and online
marketing, while maintaining stability in cloud
computing, highlighting a balanced approach to
innovation and operational efficiency.

9 EY Entrepreneurship Barometer 2025 | Croatia EY
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Investment plans

Croatian businesses are navigating a complex investment landscape,
balancing technological advancements with the need for financial
prudence in response to economic risks.

A notable 39% of entrepreneurs cite a lack of available funds as a
potential hindrance to investment plans. This financial constraint may
limit growth opportunities and highlight the need for improved access to
financing options in the region.

The significant concern regarding economic risk and market uncertainty
at 61% suggests that Croatian businesses are cautious about external
factors that could impact their investment strategies, emphasizing the
need for stability in the economic environment.

What factors could potentially hinder your organization's investment plans in the next 12

Economic risk and market uncertainty _ 61%

Geopolitical instability 41%

Lack of available funds or other financial constraints 39%

High interest rates or unfavorable borrowing conditions 18%

Regulatory or political uncertainty 18%

Difficulty in finding suitable investment opportunities 12%

Concerns about return on investment 6%
None of the above 6%

Other = 0%

EY Entrepreneurship Barometer 2025 | Croatia EY



Process automation technologies are prioritized in Croatia at 59%,
surpassing the CESA region's 44%. This indicates a stronger focus on
enhancing operational efficiency through automation among Croatian
businesses compared to their regional counterparts.

The intention to invest in the establishment of new facilities is higher in
Croatia at 37% compared to 31% in the CESA region. This suggests a
growing confidence in expanding physical operations within the Croatian
market.

[}
Q e Doyouintend to make any of the following investments in the next 12 months?

Process automation technologies or systems _ 59%
IT systems and software upgrades or new implementations _ 57%

Purchase or upgrade of equipment or machinery 53%
Establishment of new facilities 37%
Development or expansion of online sales platforms and capabilities 22%
Other 6%
None of the above 4%

Sources of financing

The primary source of finance for Croatian companies is reinvesting
profits and own funds, accounting for 69%. This reliance on internal
funding reflects a conservative approach to financing, emphasizing
sustainability and self-sufficiency in business operations.

[ ]
Q e Whatis your company's primary source of finance?

Loans from financial institutions _ 24%

Government grants or subsidies 6%
External investors or private equity =~ 0%

Other sources of finance = 0%
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Employees (=
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Hiring plans

In the CESA region, 48% of respondents plan to hire more full-time
employees, while Croatia shows a stronger inclination at 69%. This
indicates a more optimistic hiring outlook in Croatia, reflecting confidence
in business growth and workforce expansion in the coming year.

Both regions face challenges in hiring, but Croatia experiences a higher
difficulty in finding candidates with the required experience (78%)
compared to CESA (53%). This suggests that Croatian companies may
need to invest more in training and development to bridge the skills gap.

Only 6% of Croatian companies plan to hire more part-time employees,
indicating a preference for full-time roles. This trend suggests that
businesses are seeking to invest in stable, long-term talent rather than
flexible or temporary positions, reflecting a commitment to workforce
stability.

[ ]
Q e What are your plans for hiring new employees in the next 12 months?

Hire more full-time employees 69%
Keep the same number of employees 22%
Hire more external collaborators (freelancers) 20%
Hire more part-time employees 6%
Reduce the number of employees 2%

13 | EY Entrepreneurship Barometer 2025 | Croatia EY



A mere 2% of companies plan to reduce their workforce, suggesting
stability in the job market. This indicates that most businesses are not
experiencing financial distress, allowing them to focus on growth and
retention of talent.

Notably, 78% of Croatian companies struggle to find candidates with the
required experience. This emphasizes the importance of fostering a talent
pipeline through internships and partnerships with educational
institutions to prepare future employees.

[ ]
Q e What difficulties do you encounter when hiring new employees?

Finding candidates with the necessary skills _ 78%
Finding candidates with the required experience [ ENEGEGEGEGEEGG so%

Sourcing candidates within our geographic location 20%
Meeting the evolving expectations of prospective employees 20%
Competing with larger companies for talent in our area 14%
Attracting enough applicants for open positions 12%
Offering competitive compensation and benefits packages 12%
We do not face difficulties in hiring new employees 4%
Other 0%
Challenges

Croatia faces a notable challenge in managing labor costs while offering
competitive compensation and benefits, with 41% of respondents
highlighting this issue. This indicates a potential struggle to balance
financial sustainability with employee satisfaction.

The adaptation to a hybrid work environment is less of a concern in
Croatia, with only 6% identifying it as a challenge. This suggests that
organizations may have already established effective hybrid models or
are less affected by this transition.

In Croatia, talent retention and employee
engagement are critical challenges for
organizations, emphasizing the need for
strategic workforce management to enhance
productivity and satisfaction.
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Q ®  Which of the following pose the greatest challenge to your organization in managing your
e workforce?

Attracting and retaining skilled talent in a competitive market _ 51%
Developing and maintaining employee engagement and company culture _ 43%

Managing labor costs while offering competitive compensation and benefits 41%

Aligning workforce capabilities with evolving business strategies 29%
None of the above pose a significant challenge 8%
Adapting to and managing a hybrid work environment effectively 6%
Ensuring cybersecurity and data protection for remote work 4%
Complying with changing labor regulations and employment laws - 4%

Other l 2%

Fostering diversity and inclusivity within the organization =~ 0%

Attracting and retaining skilled talent is a significant challenge in both
Croatia (51%) and the CESA region (46%). However, Croatia places a
higher emphasis on this issue, indicating a more competitive talent
market and possibly greater difficulties in recruitment.

In Croatia, the concern regarding complying with changing labor
regulations and employment laws is notably lower at 4% compared to 12%
in the CESA region. This suggests that Croatian businesses may feel more
confident in their ability to navigate regulatory changes effectively.
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Sustainable growth

Growth challenges

Geopolitical instability is a significant concern for Croatian businesses,
with 80% anticipating a negative impact. This reflects the ongoing regional
tensions and their potential effects on business operations and financial
security.

Lower consumer spending is viewed negatively by 57% of respondents in
Croatia, indicating a cautious outlook on economic conditions. This could
lead to strategic adjustments in marketing and sales approaches to adapt
to changing consumer behavior.

A notable 57% of respondents in Croatia report no impact from supply
chain issues, indicating that many businesses have effectively managed
their supply chains. This resilience suggests a strong operational
framework, allowing organizations to maintain stability despite potential
disruptions in the broader market.

Croatian businesses face significant concerns
over labor costs, inflationary pressure, high
operating costs and geopolitical instability
impacting financial security.

17 | EY Entrepreneurship Barometer 2025 | Croatia EY



Q ® How much of an impact do you anticipate each of the following will have on the financial
e security of your business in the next 12 months?

Higher labor costs
Inflationary pressures

Higher operating costs

%% _______________________Z&l
6%

Geopolitical instability %

Lower consumer spending
Higher interest rates
Exchange rate fluctuations
Access to credit or loans

Supply chain issues

m Negative impact

&%
4% 2%
4% 4%
6% 2%
6% A%

m No impact Positive impact Don't know/not applicable

In Croatia, a staggering 96% of respondents anticipate a negative impact
from higher labor costs, significantly higher than the CESA region's 85%.
This suggests that Croatian businesses are particularly vulnerable to
labor cost increases, potentially affecting their financial stability.

Inflationary pressures are perceived as a major concern in both regions,
with 90% of Croatian respondents indicating a negative impact compared
to 78% in CESA. This highlights a heightened sensitivity to inflation in
Croatia, which may require more immediate strategic responses.

Cost concerns

Energy and utility expenses are viewed as a moderate influence by 55% of
respondents in Croatia, indicating a growing concern over rising energy
costs that could affect profitability and operational efficiency for
businesses.

Rent and maintenance costs are perceived as a low influence by 41% of
respondents, suggesting that Croatian organizations may have more
stable or manageable real estate expenses compared to other cost
factors.

More than half of the companies express
concern over high labor costs, alongside
challenges from technology and equipment
upgrade and energy expenses, emphasizing the
need for effective cost management strategies.
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Q ® Rate the level of influence each of the following factors has on increasing the costs for your
e organization?

Labor costs

Raw materials and supply
costs

=

73%

29% 22% 10% 2%

Energy and utility expenses 12% 24% 8%
Rent and maintenance costs 41% 12%
Regulatory compliancefir;c; 8% 20% 20% 25
Transportation and logistics 35% 20% 4%
Technology and eﬂl;i(;)rr;\sg; 2% 27% 6%
Insurance premiums  [APA 47% 22%
m High influence ® Moderate influence Low influence No influence Don't know/not applicable

Labor costs are perceived as a significant concern in Croatia, with 73% of
respondents indicating high influence, compared to 56% in the CESA
region. This highlights a more acute awareness of labor cost pressures
among Croatian businesses, potentially affecting their financial
strategies.

While raw materials and supply costs have a similar influence in both
regions (29%), Croatian businesses show a higher tendency towards
moderate influence (37%). This suggests that Croatian organizations may
be more sensitive to fluctuations in supply costs, impacting their overall
cost management strategies.
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Merger & acquisition

Only 4% of Croatian respondents express that they are very likely to sell
part of their company in the next 12 months. This low percentage
indicates a strong commitment to maintaining ownership and control,
reflecting a focus on long-term business development rather than
immediate divestment.

[ ]
Q e How likely are you to sell part of your company in the next 12 months?

m Very likely 67%

0,
Not at all likely 29

Somewhat likely

A significant 55% of Croatian respondents indicate they would consider
selling to another company as a legacy planning option. This suggests a
strategic mindset among business owners, viewing mergers and
acquisitions as viable pathways for growth and transition, rather than
relying solely on family inheritance or individual sales.

In Croatia, entrepreneurs are committed to
ownership, with many considering strategic
legacy planning options, reflecting a proactive
approach to future transitions and business
sustainability.
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Q ®  Which of the following legacy planning options for the future management of your company
e would you consider?

Passing the business on through family inheritance _ 47%

Selling to an investment fund 35%
Selling to an individual 22%
None of the above 6%
Going public with an initial public offering (IPO) 4%

The preference for exiting ownership within 1-4 years is notable at 31%,
suggesting that many Croatian business owners are contemplating a
relatively short-term horizon for transitioning their business, potentially
indicating readiness for change or new opportunities.

[ ]
Q e When would it be realistic for you to exit the ownership structure of your company?

18% m Within one year

min1-4years

In5-10 years

20%
In more than 10 years

| do not have a plan to exit ownership

29%

In both regions, a significant majority (67%) are not likely to sell part of
their company in the next 12 months. This indicates a general reluctance
to divest, suggesting a focus on commitment, long-term growth and
stability.

While 42% of CESA respondents consider passing the business through
family inheritance, Croatia shows a higher preference at 47%. This
suggests a stronger inclination towards family legacy in Croatia,
reflecting cultural values around business continuity.

A significant 30% of CESA respondents do not have an exit plan,

compared to 18% in Croatia. This indicates that Croatian entrepreneurs
may be more proactive in considering their future ownership transitions.
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Artificial intelligence

Adoption of Al

Croatian entrepreneurs demonstrate a strong commitment to Al
implementation, particularly in data analytics and marketing.

A notable 52% of Croatian businesses have adopted Al for marketing
optimization, showcasing a strong emphasis on enhancing brand visibility
and customer engagement through advanced technologies, which is
crucial for competitive advantage.

[ J
Q e Inwhich of the following areas have you implemented Al in your business operations?

Data analytics (e.qg. extracting insights from large datasets) _69%

Marketing optimization (e.g. content creation, SEO, branding) 52%
Administrative tasks (e.g. calendar or e-mail management) 45%
Process automation (e.g. workflow management, document processing) 45%
Customer support (e.g. chatbots, automated communication tools) 41%
Sales enhancement (e.qg. product recommendations, sales forecasting) 34%
Personal development (e.qg. Al for learning and development, training) 31%
Financial management (e.q. financial modeling or projections) 24%
Talent acquisition (e.g. candidate screening, writing job descriptions) 14%
Security and risk management (e.qg. fraud detection, cybersecurity) - 14%
Supply chain optimization (e.g. inventory management, demand forecasting, logistics) I 3%
None of the above 0%
Other = 0%

In Croatia, 69% of businesses have implemented Al in data analytics,
significantly higher than the 55% in CESA. This indicates a stronger focus
on leveraging data insights in Croatia, reflecting a proactive approach to
utilizing Al for strategic decision-making.
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Al investment plans

Croatian entrepreneurs exhibit cautious investment in Al but maintain
high expectations for its transformative impact, particularly in enhancing
operational efficiency and quality control.

A significant 41% of Croatian businesses reported no investment in Al
over the past three years, indicating a potential gap in technological
advancement and a need for increased awareness about the benefits of
Al integration. In CESA, 43% of businesses reported no investment in Al
over the past three years, which indicates a cautious approach towards Al
investment in both regions, reflecting potential barriers to adoption.

Please indicate the range of your business's investment in artificial intelligence (Al) over the
past three years?

No investment - | ——
Up to $25,000 [ 24

$25,001 to $100,000 18%
Over $250,000 8%
$100,001 to $250,000 6%
Prefer not to disclose 2%

An impressive 55% of Croatian respondents believe Al will substantially
reduce errors and improve quality control, showcasing a strong
expectation for Al to enhance operational reliability and effectiveness in
their businesses.

How do you anticipate Al will impact your business in the next five years?

Significantly enhance operational efficiency and productivity _ 79%
Substantially reduce the incidence of errors and improve quality control _ 55%

Reduce labor costs through automation of routine tasks 55%

Improve the quality and speed of decision-making processes 52%

Achieve notable reductions in operating expenses 38%

Drive customer demand by personalizing experiences and services 28%
Streamline payment processes for faster financial transactions 21%
Enhance the recruitment process and increase employee retention 21%

Facilitate access to new financial resources or optimize existing ones 7%

other [] 3%
None of the above 0%
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optimize processes and
enhance operational
efficiency. Addressing
concerns about
implementation costs
and data privacy will
essential for successt
adoption.




Croatian businesses are more optimistic about Al's potential benefits,
with 79% expecting significant enhancements in operational efficiency,
compared to 68% in CESA. This suggests that Croatian entrepreneurs
may be more proactive in leveraging Al for growth and innovation.

Major Al concerns

While Croatian entrepreneurs demonstrate a strong commitment to Al
implementation, they also express concerns about costs and data privacy,
shaping their strategic decisions.

34% of respondents are concerned about the cost of implementing and

maintaining Al technologies, indicating that financial considerations play
a significant role in the decision-making process regarding Al adoption.

[ ]
Q e Which of the following concerns, if any, do you have about using Al in your business?

Data privacy risks (e.g. unauthorized access to sensitive information) _ 41%
Cost of implementation and maintenance _ 34%

Lack of clear regulations or standards for Al use 31%
Intellectual property risks (e.g. Al creating content that infringes on existing copyrights) 31%
Difficulty distinguishing between Al-generated and human-generated work 28%
Lack of customization (e.g. Al solutions not tailored to the specific needs of my business) 24%
Bias and fairness (e.g. Al algorithms favoring certain groups over others) 21%
Challenges in training employees to leverage Al tools 17%

Potential job displacement (e.g. Al automating tasks traditionally performed by humans) _ 14%
| have no concerns regarding Al _ 14%
Complexity of Al technologies 10%

Accessibility (e.g. Al not being user-friendly or considerate of diverse user needs) . 3%

other [l 3%

Data privacy risks are a major concern for 48% of CESA respondents,
compared to 41% in Croatia. This highlights a heightened awareness of
data security issues in the CESA region, which may influence Al adoption
strategies.
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Current ecosystem

Croatian entrepreneurs face significant challenges, including regulatory
complexity and a lack of skilled talent, which hinder their ability to
innovate and thrive in a competitive landscape.

Only 12% of Croatian entrepreneurs assess the current conditions for
their businesses as favourable, highlighting a prevalent sense of
uncertainty and concern regarding the entrepreneurial landscape in the
country.

[ ]
Q e How do you assess the current conditions for entrepreneurial businesses in your country?

12% 3

Neutral

45%
Unfavorable
Favorable

0
Don’t know 41%

In CESA, 50% of respondents view the current conditions for
entrepreneurial businesses as unfavorable, while 41% of Croatians share
this sentiment. This indicates a slightly more optimistic outlook among
Croatian entrepreneurs regarding their business environment.

EY Entrepreneurship Barometer 2025 | Croatia EY



Regulatory environment

A significant 37% of Croatian respondents believe that local regulations
are complex and resource-intensive, which can hinder innovation. This
reflects a critical need for regulatory reform to foster a more conducive
environment for business growth.

e How do local regulations and business practices in your country affect your ability to innovate
e and grow your business?

They are complex and require significant resources to navigate, which can slow down innovation _ 37%
They are restrictive and often hinder innovation and business growth _ 22%

They present some challenges but also offer opportunities for innovation and growth 20%
They have no significant impact on our ability to innovate and grow 12%
They provide a supportive and encouraging environment for innovation and growth 4%
I am not familiar with the local regulations and business practices 4%
Barriers

The lack of a skilled workforce and talent is identified by 61% of Croatian
entrepreneurs as a major barrier, indicating a pressing need for education
and training initiatives to support entrepreneurial development in the
country.

Bureaucracy and regulatory complexity are seen as significant barriers by
62% of CESA respondents, compared to 82% in Croatia. This suggests
that while both regions face challenges, Croatian entrepreneurs perceive
bureaucracy as an even greater obstacle to their ventures.

[ ]
Q e What are the most significant barriers to entrepreneurship in your country?

Bureaucracy and regulatory complexity T 82%
Lack of skilled workforce and talent I 61%
Cultural attitudes towards entrepreneurship and risk 39%
Access to financing and investment capital 22%
Political and economic instability 22%
Limited access to international markets 14%
Market saturation and high competition I 10%
Insufficient infrastructure (e.g. internet, transportation) 4%
Intellectual property protection issues =~ 0%

Other (please specify) = 0%
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Family enterprise

Succession planning

Croatian family businesses emphasize proactive succession planning and
wealth preservation strategies while navigating challenges related to
balancing family interests and innovation, ensuring their long-term
sustainability and success.

A balanced approach to succession planning is evident in Croatia, with
36% of family businesses discussing succession informally and another
36% having formal plans. This dual strategy highlights the importance of
both structured and open communication in family business dynamics.

Q e How do you manage succession planning in your family business?

We have a formal succession plan in place _ 36%

We discuss succession informally as a family 36%
We have not yet addressed succession planning 12%
Succession planning is managed by external advisors 8%
Don't know/not applicable 8%

Formal succession planning numbers for Croatia are slightly higher
compared to 23% in CESA. This indicates a more proactive approach
among Croatian family businesses towards planning for future leadership
transitions.
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Family business strategy

A significant 76% of Croatian family businesses prioritize retaining
earnings for reinvestment and growth, indicating a strong focus on long-
term sustainability and financial health within the family business
landscape.

e What strategies do you use to preserve family wealth and ensure the long-term financial
e sustainability of the family business?

Retaining earnings within the business for reinvestment and growth _ 76%
Diversification of family investments outside the business _ 64%

Succession planning with a focus on financial education for heirs 40%
Regular financial reviews and long-term planning with professional advisors 24%
Implementing robust governance structures to support financial decision-making 16%
None of the above / We do not have specific strategies in place 8%
Establishing a family trust or foundation to manage wealth and investments 4%
Establishing a Family Office 4%
Other 0%

Challenges

Balancing family and business interests is a significant challenge for 60%
of Croatian family businesses, compared to 45% in CESA. This suggests
that Croatian family businesses may face greater difficulties in
harmonizing personal and professional dynamics.

Q e What unique challenges does your family business face compared to non-family businesses?

Balancing family and business interests _ 60%
Succession planning and generational transition _ 44%

Preserving family legacy while innovating 36%
Managing conflicts within the family that affect the business 28%
Safequarding family reputation 16%
Access to capital and financing 16%
Governance challenges with defining leadership and decision-making roles 16%
None of the above 12%
Attracting external talent due to perceived limited career prospects - 8%
Other = 0%
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1,000- 1,999
2,000 or more
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About the survey

The EY Entrepreneurship Barometer is based on a survey of 1,031
entrepreneurs in Central, Eastern and Southeastern Europe & Central
Asia (CESA) region, including Croatia. This is the third survey of this kind
conducted in Croatia among successful entrepreneurs, candidates of nine
previous EY Entrepreneur of the Year programs. This year, the survey was
conducted among 16 countries from CESA region during February and
March 2025, through an online questionnaire. Respondents in Croatia
come from various industries, including industrials and energy,
technology, media and telecom, consumer and health.

The primary aim of this survey is to gain a deeper understanding of the
entrepreneurial environment and the challenges faced by entrepreneurs
in Croatia and the broader region. The insights gathered provide valuable
information on what drives entrepreneurs, the obstacles they encounter,
and the key factors that contribute to their success and value creation.

Moreover, the survey results offer entrepreneurs a unique opportunity to
better comprehend the business landscape in Croatia and the region. By
learning about the similarities and differences among their peers,
entrepreneurs can gain a broader perspective and potentially identify
new strategies for growth and innovation.

Respondent profile - Croatia

Headcount Industry

1-49

50 - 249
250-499
500 - 999

Government &
Infastructure; 8%

57%

Others; 14%
Industrials &
Energy; 33%

Consumer &
Health; 18%
TMT; 27%

Years founded Annual revenue (USD)
Lessthan2 2-5years 6-10 years
years ago; 0% ago; 6% Less than $10m 49%
$10m - $49m 47%
11-20 years S50m - $99m
ago; 33%
$100m - $249m
More than 20
years ago; $250m - $499m
61%

$500m or more

et
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Who founded the business Family business

| founded the business on my own 45%

| co-founded the business with one or more
partners
| inherited the business/ it was founded by a
family member

1%

| acquired an existing company

Other

Revenue growth %

33% 33%

Negative growth 0% growth (no 1% to 5% growth 6% to 10% 11%to 20% Over 20% growth
(revenue decline) change) growth growth

B Revenue growth in last fiscal B Expected revenue growth in next fiscal

Publicly listed company

6% 10%

Yes, our business is currently  No, our business is not publicly No, our business is not publicly

publicly listed listed, but we are considering or listed, and we have no plans to
planning to go public in the go public
future
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EY | Building a better working world

EY is building a better working world by creating new value
for clients, people, society and the planet, while building trust
in capital markets.

Enabled by data, Al and advanced technology,

EY teams help clients shape the future with confidence and
develop answers for the most pressing issues of today and
tomorrow.

EY teams work across a full spectrum of

services in assurance, consulting, tax, strategy and
transactions. Fueled by sector insights,

a globally connected, multidisciplinary network and diverse
ecosystem partners, EY teams can provide services in more
than 150 countries

and territories.

All'in to shape the future with confidence.

EY refers to the global organization, and may refer to one or more, of
the member firms of Ernst & Young Global Limited, each of which is a
separate legal entity. Ernst & Young Global Limited, a UK company
limited by guarantee, does not provide services to clients. Information
about how EY collects and uses personal data and a description of the
rights individuals have under data protection legislation are available
via ey.com/privacy. EY member firms do not practice law where
prohibited by local laws. For more information about our organization,
please visit ey.com.

© 2025 Ernst & Young d.o.o0.
All Rights Reserved.

Ernst & Young d.o.o.

Radnicka cesta 50, 10 000 Zagreb, Croatia
+ 385 1 5800 800

ey@hr.ey.com

ey.com/hr_hr
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