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Third	sector	and	related	terminology	in	Croatia		

The	third	sector	is	still	rather	unknown	to	policy-makers	and	the	wider	public	in	
Croatia,	while	the	professional	community	is	becoming	aware	of	the	concept.	There	is	
a	significant	overlap	between	the	terms	in	case	of	their	legal	forms,	where	the	
distinctiveness	is	not	always	clear.	Also,	there	is	an	overlap	in	public	discourse	
between	civil	society	organizations	and	nongovernmental	organizations,	as	well	as	
nonprofit	organizations.	The	third	sector	is	not	referred	to	in	academic	writings.	It	is	
only	marginally	present	in	papers	on	civil	society,	when	defining	the	concepts,	where	
it	is	used	almost	interchangeably	with	the	concepts	of	civil	society,	nonprofit	sector	
etc.		It	can	be	said	that	the	concepts	of	civil	society	and	civil	society	organizations	
serve	as	a	conceptual	substitute	for	the	third	sector.	

The	concept	of	civil	society	has	been	widely	used,	especially	after	the	year	2000.	It	is	
dominantly	used	in	its	organizational	conceptualization,	i.e.	as	civil	society	
organizations.	They	include:	associations,	foundations	and	public	benefit	
corporations.	In	public	discourse,	the	term	civil	society	organizations	usually	refers	to	
associations,	whereas	public	benefit	corporations,	providing	social	services,	are	not	
perceived	as	being	part	of	this	concept.	This	is	also	evident	in	the	institutional	
framework	for	civil	society	in	Croatia.		

Although	the	concepts	of	social	economy	and	social	entrepreneurship	were	
mentioned	in	some	earlier	academic	writings,	those	concepts	have	only	recently	been	
introduced	to	general	discourse	policy	frameworks.	The	concept	of	social	economy	in	
continental	European	tradition	is	not	embedded	in	Croatia.	The	more	frequently	used	
term	of	social	entrepreneurship	denotes	economic	activity	on	nonprofit	basis	and	
entrepreneurial	organizational	culture.	The	promoted	concept	of	social	
entrepreneurship	has	been	influenced	by	the	Anglo-Saxon	tradition,	which	can	be	
explained	by	the	donor-driven	practice	of	foreign	organizations.	Social	economy	still	
needs	to	be	constructed	in	the	public	and	professional	discourse.	At	present,	
conceptual	debates	on	the	concept	are	in	place.	As	shown	by	some	research	
(Matančević,	2014),	representatives	and	founders	of	public	benefit	corporations,	
conceptually	regarded	as	part	of	nonprofit	and	third	sector,	do	not	perceive	
themselves	as	being	part	of	those	sectors,	or	even	the	realm	of	civil	society.	
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1	Sector	at	glance		

Although	the	history	of	third	sector	organized	services	in	Croatia	dates	back	to	the	late	
19th	century,	the	role	of	third	sector	organizations	and	civic	initiatives	in	social	policy	has	
only	been	addressed	from	the	1990s	onwards.	In	that	time,	third	sector	initiatives	were	
related	to	brotherhoods	and	other	mutual	organizations,	as	well	as	foundations,	often	
linked	to	the	Catholic	church	and	nobility,	which	pursued	cultural,	social	and	education	
goals.	Those	examples	of	bottom-up	initiatives	of	the	third	sector	played	an	important	
role	in	the	processes	of	modernization	and	developing	of	the	institutional	framework	for	
social	and	healthcare	public	programs	(Bežovan,	Zrinščak,	2007;	Bežovan,	2008).	Third	
sector	development	under	the	socialist	period	in	Croatian	was	characterized	by	the	
marginalization	of	the	sector	and	the	paternalistic	role	of	the	state	in	social	policy	and	
service	provision.	It	is	suggested	that	the	dominance	of	the	state	in	public	services,	
together	with	limitations	regarding	the	freedom	of	association,	is	reflected	in	citizens’	
passivity	to	engage	in	civic	actions,	outside	the	realm	of	family	and	kinship,	resulting	in	
the	expectation	that	the	state	must	meet	social	needs	(Bežovan,	2008;	Bežovan,	Zrinščak,	
2007).	Path	dependency,	from	the	very	beginning,	has	played	a	decisive	role	in	the	
development	of	civic	activities	and	third	sector	development.			

The	‘re-discovered’	world	of	civil	society	and	the	third	sector	in	Croatia	coincided	with	the	
broader	political	and	economic	transformation	of	society	in	the	early	1990s.	The	
beginning	of	the	1990s	in	Croatia	was	characterized	by	circumstances	of	the	Homeland	
war	and	the	related	humanitarian	crisis,	specific	social	needs,	which	affected	the	
dynamics	of	the	socio-economic	transition,	but	also	the	pace	of	development	of	the	third	
sector.	At	that	time,	the	crisis	caused	by	the	War	led	to	the	development	of	humanitarian	
organizations,	with	significant	support	from	abroad,	whereas	other	third	sector	
organizations,	were	rather	marginal	and	were	still	seen	as	a	responsibility	of	the	state	and	
its	organizations	(Bežovan,	1995,	2007;	Puljiz,	1996).	The	third	sector	in	the	1990s	was	
part	of	a	development	mostly	coming	from	western	countries	and	part	of	western	
technical	assistance.	

In	the	first	half	of	the	1990s,	the	policy	and	socio-cultural	environment	for	third	sector	
development	was	rather	unfavourable.	In	the	early	90s,	the	political	desirability	of	third	
sector	organizations	in	Croatia	was	questioned.	They	were	faced	with	various	restrictions,	
as	in	the	process	of	registering,	and	a	certain	state	control	(Bežovan,	1996,	2008).	Doubts	
were	orientated	towards	organizations	that	dealt	with	issues	of	human	rights,	
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democratization	and	the	development	of	civil	society	in	general	which	were	faced	with	
suspicion	due	to	foreign	funding	of	these	organizations	(Bežovan,	2003a).	Only	lately	
Croatian	society	has	started	to	recognise	the	importance	of	third	sector	organizations.	
The	third	sector	has	evolved	from	above,	which	reinforced	the	culture	of	passivity.	These	
facts	influenced	the	sector	and	especially	its	inadequate	perception	in	the	preparation,	
adoption	and	implementation	of	public	policies	(Bežovan,	2003b).	Furthermore,	third	
sector	organizations	were	not	perceived	as	stakeholders	in	governance	arrangements;	the	
cooperation	of	the	state	with	third	sector	organizations	was	undeveloped.		Today	we	still	
see	a	patron	attitude	of	the	state	towards	civil	society.	

In	1998,	the	first	Law	on	associations	was	delivered,	which	was	later	abrogated	by	the	
Constitutional	court,	as	being	limiting	for	the	freedom	of	association.	It	was	followed	by	a	
later	Law	on	associations	in	2001	and	then	again	in	2015.	This	law	on	associations	and	the	
Law	on	the	financial	operation	and	book-keeping	of	non-profit	organizations	have	been	
delivered	with	an	argument	of	the	necessity	for	greater	transparency	and	public	
operation	of	associations.	However,	experts	see	it	as	too	restrictive	and	endangering	the	
viability	of	smaller,	especially	newly	established	grass-root	associations.	The	1993	Law	on	
public	benefit	corporations	was	drafted	without	wider	participation	of	relevant	
stakeholders,	but	nonetheless	was	an	important	step	in	developing	a	framework	for	the	
third	sector.	

When	it	comes	to	the	specific	field	of	social	economy	and	social	entrepreneurship,	it	is	a	
field	that	has	only	been	promoted	over	the	past	couple	of	years	in	public	discourse	and	
within	the	professional	community.	Those	concepts	are	still	relatively	unfamiliar	to	the	
wider	public,	and	the	institutional,	legal	and	tax	framework	for	the	social	economy	is	still	
undeveloped	(Vincetić	et	al,	2013).	During	the	nineties,	the	cooperative	sector	was	put	
aside	due	to	“connecting”	cooperatives	with	the	socialist	system	so	that	the	first	Act	on	
Cooperatives	was	passed	only	in	1995.	The	activity	of	cooperatives	is	currently	governed	
by	the	Act	from	the	year	2011	(and	the	Law	on	Amendments	adopted	in	2014).	The	
cooperative,	under	the	law,	is	a	voluntary,	open,	independent	and	autonomous	society	
governed	by	its	members.	The	Act	defines	the	values	and	cooperative	principles.	For	
social	enterprises	in	Croatia,	there	is	no	specific	legal	framework	and	it	represents	a	
certain	constraint	in	their	work.	However,	the	legislation	does	not	prevent	the	
development	of	social	entrepreneurship.		

The	tax	framework	has	an	important	role	for	the	development	of	the	third	sector.	It	
defines	its	non-profit	status	and	privileges	that	organizations	can	use	to	enhance	their	
activities.	Throughout	the	nineties,	the	tax	frame	was	a	limitation	for	the	development	of	
the	sector.	The	reform	of	tax	rules	of	1994	abolished	the	possibility	that	legal	and	natural	
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persons	may	provide	for	public	benefit	as	tax	deductible	expenses	(Bežovan,	1995).	The	
change	of	government	in	early	2000	led	to	a	more	favorable	status	for	non-profits.	Tax	as	
a	framework	for	the	development	of	the	third	sector	in	Croatia	is	favorable	and	
comparable	to	competitive	systems	in	transition	and	developed	countries	(ICNL,	2001,	
according	to	Bežovan,	2003a),	with	a	couple	of	exemptions	which	we	will	highlight	in	rest	
of	the	paper.	

Analyzing	the	institutional	and	policy	environment,	we	can	see	an	increase	in	institutions	
supporting	the	development	of	the	third	sector,	and	it	is	topic	of	an	increasing	number	of	
policy	documents	and	collaboration.	We	will	just	mention	some	of	the	main	
developments.	The	Government	Office	for	Cooperation	with	NGOs,	founded	in	1998,	has	
the	task	of	coordinating	the	work	of	ministries,	central	state	offices,	and	organizations	at	
the	national	and	local	levels	in	order	to	monitor	and	improve	cooperation	with	civil	
society.	Important	moments	were	the	establishment	of	the	Council	for	Development	of	
Civil	Society	(2002)	and	the	National	Foundation	for	Civil	Society	Development	(NZCRD)	
(2003)	with	the	role	of	development	cooperation,	networking	and	funding	civil	society	
organizations.	

The	first	national	Strategy	for	the	Creation	of	an	Enabling	Environment	for	Civil	Society	
Development	(2006	–	2011)	advocates	the	involvement	of	civil	society	organizations	in	
the	provision	of	public	services	in	the	fields	of	social	welfare,	health	and	education.	It	also	
introduced	the	term	social	entrepreneurship	and	emphasized	it	as	a	strategy	for	achieving	
financial	sustainability	of	civil	society	organization.	The	follow-up	Strategy	for	the	period	
2012	–	2016		emphasizes	the	further	progress	in	the	role	of	civil	society	in	the	
preparation,	adoption	and	implementation	of	public	policies.	Also,	as	new	concepts	
emerge,	social	innovation	and	social	entrepreneurship	are	described	as	one	of	the	ways	in	
which	civil	society	organizations	can	contribute	to	social	and	economic	development.	
Recently,	a	Strategy	for	the	Development	of	Social	Entrepreneurship	for	the	period	2015-
2020	has	been	delivered,	which	is	seen	as	a	step	forward	in	the	development	of	the	policy	
framework	for	this	field.	Hence,	we	can	conclude	that	there	was	significant	progress	and	
improvement	of	the	legal,	tax	and	policy	frameworks,	opening	spaces	for	further	
development	of	the	third	sector	in	Croatia.		

1.1	Statistical	overview	of	the	sector	

Introductory	remarks	
There	is	a	great	gap	in	official	statistics	when	it	comes	to	collecting	data	and	reporting	on	
TSOs.	Some	types	of	institutions	may	not	be	covered	by	official	statistics	or	administrative	
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records.	This	is	particularly	true	of	small	or	volunteer-run	organizations	with	limited	
economic	resources	and	paid	employment,	or	units	that	are	not	formally	registered.	Third	
Sector	units	that	are	actually	covered	by	the	existing	data	sources	may	not	be	easily	
identified	as	such.		The	main	reason	for	this	is	that	the	official	“sectoring”	of	the	national	
economy	does	not	correspond	to	the	conceptualization	of	third	sector	activities.	In	short,	
while	a	significant	share	of	third	sector	activity	is	nominally	covered	by	official	economic	
statistics,	the	reporting	conventions	guiding	the	reporting	of	these	statistics	make	most	of	
these	activities	invisible	in	the	data.	The	situation	can	maybe	be	best	depicted	by	the	
response	addressed	to	us	by	the	Head	of	information	unit	of	the	Croatian	Bureau	of	
Statistics	when	sending	the	available	data:	“General	information	on	non-profit	
organizations	is	still	of	questionable	quality	and	should	be	taken	with	a	grain	of	salt	due	
to	insufficient	data	sources”.	This	statement	will	reflect	our	attempt	to	systematically	
show	available	data.	
	
	
	
	
General	data	
In	the	official	statistical	yearbook1	one	part	of	third	sector	organizations	are	joined	in	the	
column	Institutions,	Bodies,	Associations,	Funds	and	Organisations.	There	were	71,1332	
organizations	registered	and	26,683	active	organizations,	most	of	them	distributed	by	
types	of	legal	constitutional	formations	in	the	Other	Service	Activities	section.		

Beside	that	in	data	directly	given	by	the	Statistical	office,	and	partially	broken	down,	the	
number	of	registered	NPOs	by	legal-organizational	forms	and	codes	of	institutional	
sectors	as	of	31.12.2014,	were	57932.	Among	those	there	were	47,110	associations,	
1,606	federations,	4,970	Institutions,	4,048	cooperatives,	198	trusts	and	foundations.	The	
same	source	does	not	give	us	the	total	number	or	employees	or	of	total	income	of	
organizations,	but	only	the	number	of	organizations,	employees	and	income	grouped	per	
classes.	That	data	was	obtained	for	the	some	part	of	associations	and	cooperatives.	It	was	
shown	that	almost	all	(98%	of	associations,	85%	of	higher	associations,	and	94%	of	
cooperatives)	had	between	0-9	employed	persons.	Most	associations	(70,4%)	had	an	
income	lower	100,000	HRK	(about	13,106	Euros),	with	more	than	23%	with	less	than	
500,000	HRK	(about	65,	530	Euros).	

																																																								
1	Statistical	Yearbook	of	the	Republic	of	Croatia	2015	
2	They	were	tried	to	be	separated	in	section	on	REGISTERED	NON	–	PROFIT	LEGAL	ENTITIES,	but	
that	classification	also	grouped	different	organizations	and	it	is	indistinctive	
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In	GDP,	the	NPISH3	part	amounts	for	1%	of	total	GDP.	But	that	data	tells	us	little	about	
GDP	share	of	the	third	sector	because	some	third	sector	organizations	are	categorised	in	
NPISH	are	not	TSO´s	and	a	lot	of	TSO`s	are	allocated	to	the	general	government	sector.4	

Civil	society	organizations	

The	total	number	of	active	associations	in	the	Register	of	Associations5	was	18,915.	As	all	
existing	associations	needed	to	align	their	statutes	following	the	new	Law	on	Associations	
and	re-register		it	is	likely	that	a	lot	of	the	reduction	in	the	number	of	associations	can	be	
explained	by	the	fact	that	still	not	all	organizations	are	entered	in	the	register.	Also	some	
smaller	or	not	so	active	organizations	were	probably	not	even	aware	of	this	legal	
obligation.	Most	of	them	were	in	category	of	sport	18,51%,	followed	by	culture	11,95%,	
sport	10,8%,	and	social	services	(activities)	7,43%.		

Public	financing	of	the	sector		
In	2014,	1,666,839,081	HRK	(217,603,013	EUR)	from	all	public	sources	at	the	national	and	
local	levels	were	allocated	for	programmess	and	projects	of	civil	society	organizations.	
The	biggest	source	of	funds	were	city	budgets	(28,0%),	followed	by	funds	from	the	
National	Lottery	(21,2%)	and	funds	from	the	national	budget	(17,2%).	

The	state	administration	bodies,	government	offices	and	other	public	institutions	
awarded	652,491,986.14	HRK	(around	85,181,721	EUR),	ie	39.1%	of	the	total	allocated	
amount	from	all	public	sources	to	civil	society.	From	that	source	most	funds	were	
allocated	to	the	organizations	dealing	with	people	with	disabilities	and	socially	
disadvantaged	groups		(almost	23%),	followed	by	the	area	of	sport,	with	a	share	of	21.6%	
and	projects	to	protect	and	promote	culture,	cultural	and	historical	assets	and	nature	
conservation	with	18.4%.	

	
																																																								
3	Non-profit	institutions	serving	households.	In	the	statistical	yearbook	definition	they	consist	of	
NPIs,	which	provide	goods	and	services	to	households,	either	free	of	charge	or	at	prices	that	are	
not	economically	significant	(such	as	political	parties,	trade	unions,	churches	or	religious	
communities,	social,	cultural,	recreational	or	sport	clubs	charity	organizations	or	aid	agencies,	
etc.).	Croatian	Bureau	of	Statistics	is	literally	translated	Eurostat	definition	of	NPISH.	But	the	
translation	is	inadequate.	It	does	not	reflect	in	full	legal	personalities	that	exist	in	Croatian	third	
sector.	On	the	other	hand,	it	contains	legal	persons	that	are	not	known	in	our	context.	
4	The	basis	of	this	allocation	is	not	their	legal	character,	however,	but	their	economic	activity.		As	
it	turns	out,	however,	most	of	the	economically	most	significant	third	sector	organizations	earn	
revenue	through	fees	and	charges	or	through	government	grants	and	contracts.	This	means	that	
they	get	allocated	to	the	corporations	or	government	sectors	in	official	national	accounts	
statistics.	
5	on	November	28,	2015.	



	

	

13	

Cooperatives	
According	to	the	central	records	of	the	cooperatives	and	cooperative	unions	led	by	the	
Croatian	Centre	for	co-operative	entrepreneurship	in	Croatia	on	31.12.2014	there	were	
1,247	registered	cooperatives,	which	bring	together	20,192	cooperative	members	and	
employ	2,716	workers.		Average	number	of	people	per	cooperative	was	16,19,	and	
average	number	of	employed	people	was	2,18.	Worrying	fact	was	that	most	of	
cooperatives	had	no	employed	people	(58%),	and	37%	of	them	had	between	1-9	
employed	persons.	Most	of	them	were	agricultural	cooperatives	(41%),	followed	by	
manufacturing	cooperatives	(17%),	most	of	which	mainly	processed	agricultural	products	
of	their	cooperatives,	and	15%	cooperatives	that	provide	services	(very	generally	
defined).	Income	of	cooperatives	in	2014	was	not	stated	but	all	income	in	2013	was	
1.692.328.207	HRK	(around	222,930,575	EUR	).		When	we	look	at	the	total	income	that	
cooperatives	have,	as	expected,	highest	share	of	income	had	agricultural	cooperatives	
(55%	of	total),	followed	by	fishing	cooperatives	(14%)	which,	although	the	smallest	in	
number	of	organizations	had	second	biggest	income.	

Social	enterprises	
The	iPRESENT	project	(2015)	produced	the	most	reliable	estimate	of	the	number	of	social	
enterprises	in	Croatia.	It	was	calculated	by	combining	several	databases,	estimates	and	
lists	of	approved	social	entrepreneurship	projects.	At	the	end	of	year	2014	they	found	90	
social	enterprises	(among	them	44	in	the	legal	form	of	association,	31	as	cooperatives,	13	
as	limited	liability	companies,	and	2	as	public	benefit	corporations).	More	than	half	of	
them	were	more	than	5	years	old,	and	also	more	than	half	of	them	come	from	3	(out	of	
21)	counties6.	According	to	the	same	source,	14,4%	of	them	had	0	employed	people,	40%	
1-4	and	only	6,66%	more	than	20	employed	people.	Most	of	the	organizations	(81,1%)	
had	an	income	lower	than	2	million	HRK	(around	262,123	EUR),	16,66%	even	lower	than	
100,000	HRK	(about	13,106	EUR)	and	only		5,55%	more	than	5	million	HRK	(Around	
655,307	EUR).	

1.2	Online	survey:	summary	and	key	results	

The	TSI	online	survey	was	sent	to	799	organizations	and	was	answered	by	170	
organizations	which	amounts	to	response	rate	21,7%.7	There	were	82	(48,24%)	

																																																								
6	City	of	Zagreb,	Splitsko-Dalmatinska,Osječko	Baranjska	
7DATA	SOURCES	for	sampling	of	the	organizations:	Multiple	(official)	sources:	Registry	of	
association	databases	on	associations	and	public	benefit	corporations	(by	field	of	activity);	
database	of	the	Ministry	of	Social	Policy	and	Youth	(on	public	benefit	corporations	in	social	
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organizations	providing	social	services.	The	field	of	arts	and	culture	was	represented	by	
39	(22.94%)	organizations	and	sport	and	recreation	by	18	(10.59%).	In	category	“rest”	
there	were	31	(18.24%)	respondents.	Regarding	the	gender	structure	most	of	the	
respondents	were	woman	(113	respondents	-66.47%).	There	were	53	(31.18%)	men,	and	
2	(2,35%)	did	not	specify.	Most	respondents	were	between	30	and	50	years	-102	
(60,00%),	42	respondents	(24.71%)	were	50	years	and	older.	Regarding	their	position	
within	the	organization	35.29%	(60)	were	executive	directors,	19.41%	(33)	were	board	
members,	20,00%	(34)	were	project	managers	and	25,29%	(43)	were	in	other	positions.	

Key	results	

In	area	of	financing	we	found	that	a	lot	of	organizations	consider	lack	of	financing	as	
significant	problem.	In	all	aspects	lack	of	financing	were	conceived	as	very	serious	or	
serious	problem.	“Lack	of	government	funding”	was	considered	by	84.70%	organizations	
as	very	serious	or	serious	problem.	The	situation	was	similar	with	“lack	of	sponsoring	by	
private	companies”	(68,83%-	very	serious	or	serious	problem);	and		“lack	of	private	
individual	contribution”	(60,59	%-	very	serious	or	serious	problem).	Regarding	personnel	
the	survey	found	that	organizations	had	“Low	pay	of	employees”	(49,41%	very	serious	or	
serious	problem)	and	“difficulties	recruiting	volunteers”	(45,29%	very	serious	or	serious	
problem).	Also	the	“inability	to	pay	salaries	due	to	lack	of	funds”	was a very	serious	or	a	
serious	problem	for	42.35%	of	organizations.	No	serious	issues	were	highlighted	in	the	
governance	section	of	the	survey.	Lack	of	equipment	was	stated	as	an	obstacle	in	
organizations’	work.	“Bad	condition	of	TSOs´	facilities”	was	stated	by	62.35%	of	
organizations	as	very	serious	or	serious.	Also	59,41%	of	organizations	stated	“outdated	
technology”	as	very	serious	or	serious	problem.	Regarding	image	“limited	public	
awareness	of	organizations”	was	found	as	barrier	(52.94%	stated	as	very	serious	or	
serious	problem).	In	Operating	Context	“strong	control	of	government”	(48.24%,	stated	
very	serious	or	serious	problem)	and	“competition	with	other	TSOs”	(42.94%	stated	as	
very	serious	or	serious	problem)	was	named	a	potential	factor	limiting	organizations’	
impact.	Legal	Environment	was	shown	as	the	biggest	barrier.	In	all	fields	most	
organizations	had	significant	difficulties.”	Legal	restrictions”	are	very	serious	or	serious	for	

																																																																																																																																																																								
services),	Ministry	of	Culture	(results	of	recent	public	tenders	for	funding	TSOs);	Ministry	of	
Science,	Education	and	Sports	(database	on	private	non-profit	schools);	databases	of	bigger	Cities	
(on	public	benefit	corporations);	database	of	the	Croatian	Olympic	Committee	(on	national	sports	
federations)	.	SAMPLE:	Initial	sample	had	903	organizations,	in	social	services	area	459	(50.83%),	
in	arts	and	culture	area	237	(26.24%	and	in	sport	and	recreation	area	207	(22.92%).		On	line	
survey	was	sent	to	799	organizations	(after	the	process	of	cleaning	non	existing	e-mail	addresses).		
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66.47%	of	organizations;	“Lack	of	favorable	tax	treatment”	for	57.65%	of	organizations	
and	“Lack	of	clear	legal	status”	for	56.47%	of	organizations.	Especially	important	as	
barrier	is	“Increasing	bureaucracy”	which	was	considered	by	88.24%	of	organizations	as	a	
very	serious	or	serious	problem.	Also	in	Sub	Sector	Infrastructure	we	found	that	“Lack	of	
support	organizations”	was	an	aspect	hindering	their	success	(80.00%	stated	it	as	very	
serious	or	serious	problem).		

In	the	statements	section	we	see	some	developments	towards	professionalization.”(My)	
organizations	devotes	more	resources	to	fundraising	now	than	it	did	ten	years	ago”	
(68.24%	agree	or	strongly	agree),	and	„it	is	important	for	executives	to	have	a	business	
background	in	(my)	organization”	(70.00%;	agree	or	strongly	agree).	“The	need	to	raise	
revenues	from	business	activities	is	keeping	us	from	serving	our	real	purpose”	(47.06%;	
strongly	or	mildly	agree	with	the	statement).	Also	“EU	Financing	is	an	important	financial	
resource	for	my	organization”	(40.59%;	agree	or	strongly	agree).	But	organizations	are	
becoming	more	responsible	and	they	„are	increasingly	implementing	measures	to	
improve	the	participation	of	stakeholders”	(60.	59%;	agree	or	strongly	agree).	

2	Structure	of	policy	field	at	study		

2.1	Social	services	

2.1.1	History	

The	history	of	third	sector	organizations	in	social	service	provision	in	Croatia	dates	back	to	
the	19th	century,	when	different	mutual	organizations	and	brotherhoods,	often	closely	
related	to	the	Catholic	Church,	played	an	important	role	in	modernization	and	the	
development	of	the	social	services	infrastructure.	Foundations,	founded	by	nobility	or	the	
Church,	also	pursued	cultural,	educational,	social	and	healthcare	goals.	Those	
organizations	played	an	important	role	in	the	modernization	of	social	and	healthcare	
systems,	as	a	kind	of	predecessors	of	the	later	institutionalized	state’s	social	and	
healthcare	programs.	Described	organizations	also	played	an	important	role	between	the	
two	World	Wars	(Bežovan	&	Zrinščak,	2007;	Bežovan,	2008).		

The	period	of	Socialism	was	been	favorable	for	the	development	of	the	third	sector.	The	
Socialist	welfare	state	was	marked	by	paternalism	and	etatism,	but	also	by	
professionalized	social	services,	with	little	space	for	development	of	private	initiatives,	
where	Church	organizations	had	retained	a	certain	role	in	providing	social	services	
(Bežovan,	Zrinščak,	2007).	However,	some	important	services	(e.g.	preschool	childcare)	
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remained	rather	undeveloped,	with	only	a	small	percentage	of	children	covered.	As	some	
authors	note	(Bežovan,	2008;	Bežovan,	Zrinščak,	2007;	Howard,	2003),	the	dominance	of	
the	state	in	social	protection	and	social	service	provision,	as	well	as	limitations	regarding	
citizens’	associating,	had	long	lasting	impact	in	terms	of	citizens’	passivity	and	practice	of	
solidarity	within	the	realm	of	family	and	kinship.	

Socio-political	and	economic	transformation	in	the	beginning	of	the	1990s	coincided	with	
the	breakout	of	the	Homeland	war	and	the	subsequent	humanitarian	and	social	crisis,	
which	led	to	the	growth	of	third	sector	organizations,	mainly	in	the	field	of	humanitarian	
work,	whereas	other	TSOs	were	in	a	way	marginalized	(Bežovan,	1995).	Development	of	a	
legal	and	fiscal	framework	for	the	third	sector	was	slow	and	unfavorable	for	its	
development.	Generally,	the	development	of	the	third	sector	was	neither	a	political	nor	a	
social	policy	issue	at	that	time,	and	it	has	only	developed	slowly	and	without	expertise.	
The	growth	of	TSOs	in	social	service	provision	was	explained	by	the	growing	demand	for	
services	and	the	limited	capacities	of	state	organization	in	meeting	them,	and	not	as	a	
result	of	a	strategic	orientation	of	policy-makers	to	develop	a	social	service	system	which	
would	be	based	on	the	welfare	mix	model.	Furthermore,	paternalism	and	centralism	of	
the	social	system,	lack	of	tax	incentives	for	the	development	of	third	sector,	as	well	as	
significant	levels	of	mistrust	towards	TSOs	providing	services	were	identified	as	threats	
for	its	development	(Bežovan,	1995;	2008;	Bežovan,	Zrinščak,	2007).	Earlier	research	
identified	certain	policy	fields	where	third	sector	started	to	develop	early	and	has	made	a	
visible	impact	on	service	supply,	namely,	fields	of	in-home	health	care	services,	homes	for	
the	elderly,	and	private	kindergartens	(Bežovan,	1996;	1998,a,b;	Šućur,	2003).	When	it	
comes	to	the	development	of	associations	in	particular,	they	have	developed	and	made	
an	impact	especially	in	the	fields	of	child	welfare,	youth,	women’s	protection	and	
protection	against	domestic	violence,	social	inclusion	and	persons	with	disabilities	
(Bežovan,	Zrinščak,	2007;	Matančević,	2011).	

2.1.2	Legal	environment	

The	legal	framework	regulating	the	work	of	TSOs	in	social	service	provision	started	to	
develop	in	the	early	1990s;	however,	it	has	developed	slowly	and	without	expertise.	
Centralization	of	the	social	care	system	in	the	context	of	the	War	crisis,	state’s	
paternalism,	as	well	as	inadequate	tax	policy	for	donations	were	hindering	the	
development	of	the	third	sector	in	this	field	(Bežovan,	1995,	1996).		
	

The	Law	on	Public	Benefit	Corporations	delivered	in	1993	was	an	important	step	towards	
a	framework	for	third	sector	development.	According	to	the	law,	‘public	benefit	
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corporations	are	founded	for	the	purpose	of	providing	services	of	education,	science,	
culture,	informing,	sports	and	physical	culture,	technical	culture,	care	for	children,	
healthcare,	social	care,	care	for	disabled	and	other	activities	on	a	permanent	basis,	which	
are	not	undertaken	for	the	purpose	of	profit’.	However,	unlike	the	state’s	organizations,	
associations,	foundations,	trade	unions,	chambers,	religious	organizations	and	other	non-
profit	organizations,	public	benefit	corporations	are	not	exempted	from	corporate	
income	tax,	according	to	the	Law	on	Corporate	Income	Tax.	According	to	the	
representative	of	the	Croatian	Employers	Association	(CEA),	there	has	been	an	uneven	
practice	of	the	tax	administration	regarding	the	tax	treatment	of	public	benefit	
corporations,	where	some	of	them	are	obliged	where	others	are	exempt	from	the	
corporate	income	tax.	Ambiguities	regarding	the	tax	status	have	also	been	an	increasing	
barrier	in	the	work	of	associations,	which	report	problems	with	the	treatment	by	the	tax	
administration.	As	Bežovan	(1995)	states,	initiatives	for	founding	public	benefit	
corporations	according	to	this	Law	in	the	beginning	of	the	1990s	were	rare.	In	the	mid-
1990s,	it	was	estimated	that	there	were	100	–	150	registered	private	public	benefit	
corporations,	most	of	them	in	the	field	of	social	services	(Bežovan,	1996).	

The	1998	Law	on	Social	Care	opened	possibilities	for	greater	development	of	TSOs	in	
social	service	delivery.	It	highlighted	the	principle	of	subsidiarity	and	opened	a	possibility	
for	associations,	religious	organizations,	public	benefit	corporations,	for-profit	
organizations	and	other	domestic	and	foreign	legal	and	physical	persons	to	deliver	social	
services.	Namely,	they	opened	a	possibility	to	found	social	care	homes	and	centers	for	in-
home	care,	as	specific	types	of	public	benefit	corporations.	At	the	same	time,	this	Law	has	
not	contributed	to	strengthening	the	welfare	mix	model,	by	promoting	intersectoral	
partnership	and	regulating	the	responsibilities	of	local	self-government	through	the	
cooperation	with	the	government	(ministry)	and	TSOs	(Bežovan,	2008).	

In	1998	the	first	Law	on	Associations	was	delivered,	which	was	later	abrogated	by	the	
Constitutional	court,	as	being	limiting	for	the	freedom	of	association.	It	was	followed	by	a	
later	Law	on	Associations	in	2001.	The	newly	delivered	Law	on	Associations	from	2015	
and	the	Law	on	Financial	Operation	and	Book-keeping	of	Non-profit	Organizations	were	
implemented	with	the	argument	of	the	necessity	for	greater	transparency	and	public	
operation	of	associations.	However,	experts	see	this	law	as	too	restrictive	and	
endangering	the	viability	of	smaller,	especially	newly	established,	grass-root	associations.		

	

When	it	comes	to	the	specific	field	of	social	economy	and	social	entrepreneurship,	it	has	
only	been	promoted	in	public	discourse	and	within	the	professional	community	over	the	
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past	couple	of	years.	Those	concepts	are	still	relatively	unfamiliar	to	the	wider	public,	and	
the	institutional,	legal	and	tax	framework	for	social	economy	is	still	undeveloped	(Vincetić	
et	al,	2013).	There	is	a	lack	of	a	generic	law	which	would	regulate	the	founding	and	
operation	of	social	enterprises.	Recently,	a	Strategy	for	the	Development	of	Social	
Entrepreneurship	for	the	period	2015-2020	has	been	delivered,	which	is	seen	as	a	step	
forward	in	development	of	the	policy	framework	for	this	field.		

2.1.3	Subsector	infrastructure	

When	it	comes	to	networking	and	cooperation	among	TSOs,	it	was	recognized	as	one	of	
theweaknesses	of	the	sector,	but	research	shows	certain	improvements	in	this	respect.	
Earlier	research	(Bežovan,	Zrinščak,	2007)	revealed	that	associations	dominantly	assessed	
intersectoral	communication	and	information	sharing	as	relatively	limited.	Organizations	
more	prone	to	networking	were	member	advocacy	organizations	representing	and	
promoting	the	interests	and	rights	of	their	members.	Later	findings	(Matančević,	
Bežovan,	2013;	NZRCD,	2010)	suggest	improved	cooperation	among	associations.	
Accordingly,	over	two	thirds	of	associations	were	members	of	at	least	one	umbrella	
organization,	and	one	fourth	of	associations	were	member	of	at	least	one	regional	or	
international	federation	or	umbrella	organizations	(Bežovan,	Matančević,	2011).	This	was	
partly	explained	by	the	design	of	tenders,	including	those	of	the	EU	financial	programs,	
which	put	emphasis	on	and	promote	partnership	in	applications	(Bežovan,	Matančević,	
2011;	USAID,	2014).		

The	yearly	assessment	of	Croatian	civil	society	organizations	within	the	USAID	CSO	
Sustainability	Project	(USAID,	2014)	shows	relatively	supportive	infrastructure	for	CSOs	
(2.7	on	the	1-7	scale,	where	1	indicates	the	best	result),	but	it	also	highlights	the	problem	
of	uneven	support	of	the	regional	support	centers	in	terms	of	quality	and	scope	of	their	
services.	Recently,	those	centers	provided	training	for	CSOs	on	the	new	Law	on	
Associations.		

Concerning	public	benefit	corporations	running	social	services,	such	as	homes	for	the	
elderly,	in-home	care	or	kindergartens,	their	interests	are	promoted	by	the	respective	
branch	of	the	Croatian	Employers’	Association	(CEA),	which	plays	an	important	role	in	
advocating	for	improvements	of	the	legal	and	fiscal	framework	for	the	work	of	TSOs.	CEA	
has	a	recognizable	and	a	firm	advocacy	role	in	relationships	with	the	policy-makers	(e.g.	
they	delegated	a	representative	in	the	working	group	when	the	Law	on	Social	Care	was	
prepared).	It	can	be	said	that	CEA	serves	as	a	platform	for	cooperation	of	TSOs	in	this	field	
and	for	dealing	with	the	questions	regarding	the	health-care	and	social	service	systems.		
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When	it	comes	to	TSOs	organizing	preschool	education	and	care	(private	kindergartens),	
they	also	organize	in	associations	of	founders,	trying	to	influence	local	self-government	
on	the	questions	of	subsidies	and	other	issues,	but	since	preschool	services	are	a	
decentralized	policy	field,	activities	of	such	organization	vary	across	the	country;	they	are	
mainly	concentrated	in	bigger	cities.						

2.1.4	Governance	

Contrary	to	the	expected	practice	of	values	of	democratic	policy-making	and	good	
governance	in	civil	society	and	third	sector	organizations,	different	research	findings	
indicate	rather	poor	practice	of	such	democratic	standards	in	the	sector.	Most	
associations	have	formal	governing	bodies,	usually	a	board	and	a	president	or	a	director.	
However,	such	formal	structures	do	not	necessarily	assume	the	practice	of	good	
governance	(Bežovan,	Matančević,	2011).	Earlier	research	(Bežovan,	Zrinščak,	2007)	also	
revealed	the	phenomenon	of	“privatization”	of	some	associations	by	the	narrow	circle	of	
persons	holding	governing	positions,	and	which	are	not	grounded	in	the	wider	
membership.	Furthermore,	new	Law	on	Associations	has	introduced	rigid	obligations	
prescribing	the	governing	structures,	which	is	seen	as	incompatible	to	the	principle	of	
freedom	of	association.	

According	to	the	Law	on	Public	Benefit	Corporations,	their	governing	structure	is	
composed	of	the	board	and	the	executive	director.	Alongside	the	representatives	of	the	
founder,	the	board	is	composed	of	the	elected	representatives	of	the	personnel,	as	well	
as	of	the	service-users.	Although	governance	in	those	TSOs	is	described	by	its	
representatives	as	participatory	for	personnel,	and	when	possible,	for	service	users,	the	
strong	role	and	the	power	of	founders	in	the	governance	processes	is	evident	
(Matančević,	2014).	Also,	if	they	meet	professional	criteria	defined	by	the	Law,	founders	
usually	serve	the	role	of	executive	director.	In	other	cases,	the	impact	of	the	founder	on	
governance	and	decision-making	is	perceived	as	a	threat	to	professional	autonomy	of	the	
director.	Furthermore,	those	formal	governing	structures	are	often	perceived	as	only	
fulfilling	the	formal	legal	obligations,	and	founders	and	other	stakeholders	do	not	
recognize	the	added	value	of	boards	for	the	development	of	the	organization	and	in	
promoting	its	role	and	mission	among	other	stakeholders	and	citizens.	Moreover,	
founders	of	public	benefit	corporations	sometimes	find	those	legal	obligations	regarding	
governing	unnecessary	and	rigid,	thus	slowing	down	decision	making	processes.	On	the	
other	hand,	the	practice	of	co-production,	assuming	the	stronger	role	of	service	users	in	
governance	and	social	services	delivery,	seem	to	be	rather	undeveloped	practice	within	
public	benefit	corporations	(Matančević,	2014).		
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2.1.5	Personnel	

Civil	society	organizations	have	shown	to	be	an	important	framework	for	employment,	
especially	of	young	professionals,	and	for	gaining	valuable	professional	experience	
(Bežovan,	Zrinščak,	2007;	Bežovan,	Matančević,	2011).	Still,	the	problem	of	sustainability	
of	human	resources	has	been	a	lasting	obstacle	for	sector	development.	Problems	of	
financial	sustainability	are	linked	to	weak	sustainability	of	human	resources	in	TSOs,	
especially	of	younger,	educated	professionals.	Also,	a	national	policy	which	would	
promote	and	enhance	employment	in	the	sector	is	missing.	The	economic	crisis	has	
additionally	weakened	human	resources	in	the	third	sector.	Concerning	employment	and	
labor	standards,	recent	research	(Matančević,	2014)	suggests	differences	between	the	
private	public	benefit	corporations	and	state	institutions	providing	particular	services.	
Generally,	smaller	human	resources	in	private	public	benefit	corporations	are	explained	
by	financial	limitations	of	those	organizations.	Whereas	professionals	in	state	
organizations	generally	enjoy	higher	levels	of	labor	standards,	including	higher	salaries	
and	additional	benefits,	public	benefit	corporations	usually	merely	meet	minimum	criteria	
according	the	Labor	Law	and	more	often	employ	professional	staff	on	a	part-time	basis.	
This	fact	often	leads	to	a	greater	workload	and	blurred	professional	roles	in	TSOs,	but	also	
to	a	higher	fluctuation	of	personnel.	As	a	representative	of	one	private	home	for	the	
elderly	notes,	Croatia’s	accession	to	the	EU	and	its	repercussions	on	the	free	movement	
of	workers	has	posed	new	challenges	and	barriers	to	the	work	of	organizations	providing	
personal	social	care,	since	there	has	been	an	even	greater	fluctuation	of	personnel,	
mainly	to	Western	European	countries,	which	poses	new	financial	stress	on	organizations,	
which	invest	and	then	lose	their	human	resources.		

Earlier	research	has	already	identified	the	barriers	for	development	of	volunteering	in	
TSOs	(Bežovan,	Zrinščak,	2007;	Bežovan,	Matančević,	2011).	Public	benefit	corporations,	
but	also	state	institutions	providing	health-care	and	social	services	are	closed	to	
volunteers.	This	undeveloped	practice	of	volunteer	engagement	is	partly	explained	by	
barriers	posed	by	the	legal	framework	and	by	the	mistrust	of	public	administration	and	
labor	inspection,	which	often	treats	volunteers	as	a	“grey”	zone	of	undeclared	work	
(Matančević,	2014).	

2.1.6	Finances	

As	regards	the	public	benefit	corporations	providing	social	services,	their	financial	
framework	largely	depends	on	the	particular	policy	(service)	field	and	the	structure	of	
regulation.	For	example,	preschool	education	services	were	decentralized	early,	and	they	
are	organized	and	financed	by	local	self-government.	Therefore,	private	public	benefit	
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corporations	providing	those	services	work	within	a	financial	framework	of	a	particular	
city	or	municipality,	which	define	the	policy	and	the	level	of	subsidies	for	service	users	of	
public	benefit	corporations.	An	example	is	the	City	of	Zagreb,	which	shows	tendencies	
towards	leveling	out	subsidies	for	service	users	of	preschool	education	irrespective	of	the	
type	of	founder,	where	the	subsidies	for	service	users	of	TSOs	have	grown	over	time.	

Personal	social	care	services	are	characterized	by	financial	centralization,	and	TSOs	in	this	
field	(e.g.	homes	for	the	elderly)	operate	within	the	regulatory	and	program	framework	of	
the	respective	Ministry.	Accordingly,	part	of	the	public	benefit	corporations	have	
contractual	relationships	with	the	Ministry	on	providing	services	for	a	number	of	service	
users,	which	are	subsidized	by	the	state	(Ministry).	Other	public	benefit	corporations	‘sell’	
their	services	to	service	users	on	the	market.	Generally,	public	benefit	corporations	in	
personal	social	care	services	are	characterized	by	trends	of	marketization	and	at	the	same	
time	decreasing	subsidies	from	the	state.	It	can	be	also	said	that	the	framework	of	
financing	of	TSOs	is	rather	non-transparent,	even	clientelistic,	and	discriminatory	towards	
the	service	users	of	public	benefit	corporations	in	comparison	to	those	in	state’s	
institutions	(Bežovan,	2010;	Matančević,	2014).		

On	the	other	hand,	trends	regarding	preschool	education	services	show	growth	in	
subsidies	from	the	local	self-government,	but	due	to	great	regional	differences	in	terms	of	
prices	and	subsidies,	it	is	impossible	to	find	a	general	trend	for	Croatia.	However,	the	
financial	framework	for	TSOs	in	this	field	is	perceived	as	rather	unstable,	since	it	depends	
on	annual	plans	and	budgets	of	local	self-government	for	organizing	preschool	education	
services.	Therefore,	the	levels	of	subsidies	are	defined	yearly,	which	poses	challenges	for	
financial	planning	and	sustainability	of	public	benefit	corporations	(Matančević,	2014).	

The	funding	structure	of	TSOs	in	the	field	of	social	services	is	rather	homogeneous;	
alongside	the	fees	to	service	users	as	a	single	source,	or	accompanied	by	subsidies	from	
the	state,	funding	of	TSOs	does	not	reveal	trends	of	hybridization.	Also,	examples	of	
partnerships	on	projects,	as	well	as	donations	from	the	corporate	sector	are	rare.	The	EU	
structural	funds	have	opened	a	new	financial	perspective	for	TSOs	in	Croatia;	however,	
such	practice	among	public	benefit	corporation	is	still	undeveloped.	This	is	partly	
explained	by	the	lack	of	financial	and	human	resources	and	professional	capacities	to	
involve	in	such	demanding	procedures	(Matančević,	2014).			

2.1.7	Institutional	Facilities	

Organizational	infrastructure,	including	equipment	and	facilities	of	associations,	has	been	
one	of	the	better	assessed	aspects	of	civil	society	organizations	in	Croatia	(Bežovan,	
Zrinščak,	2007;	Bežovan,	Matančević,	2011).	According	to	Bežovan	and	Matačević	(2011)	
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over	96	percent	of	associations	in	research	had	access	to	a	PC,	telephone,	fax	and	the	
Internet.	Also,	cities	and	municipalities	often	let	public	premises	to	associations	for	their	
work	free	of	charge.	Accordingly,	over	one	third	of	associations	used	premises	for	their	
offices	free	of	charge,	and	additionally	almost	one	third	of	associations	were	renting	
premises	from	cities	and	municipalities,	often	for	symbolic	rent	(Bežovan,	Matančević,	
2011).	

As	regards	the	technical	and	infrastructural	equipment,	some	associations	are	better	
equipped	than	state	organizations	(Bežovan,	Zrinščak,	2007).	Especially	foreign	donations	
and	technical	support	programs	have	been	an	important	source	for	equipping	
associations	with	IT	and	other	modern	facilities.	However,	it	was	indicated	that	regional	
differences	in	Croatia	regarding	such	support	have	led	to	uneven	technical	development	
of	associations,	since	foreign	donators	were	less	active	in	better-off	regions.		

Contrary	to	associations,	public	benefit	corporations	were	rarely	involved	as	users	of	
foreign	programs	of	technical	and	financial	support	(Bežovan,	2008,	2010).	Their	work,	
including	professional	and	technical	prerequisites,	is	more	firmly	regulated	by	the	legal	
framework.	Acting	as	social	entrepreneurs	on	the	market,	founders	of	some	more	
prominent	public	benefit	corporations	stress	the	importance	of	and	invest	in	higher	levels	
of	service	quality.	Still,	founders	of	public	benefit	corporations	find	the	legal	framework	
too	restrictive	and	overregulating,	which	poses	high	criteria	and	demands	regarding	
institutional	equipment	which	should	be	met	when	establishing	such	an	organization	
(Matančević,	2014).		

2.1.8	Image	

Notwithstanding	certain	improvements,	the	socio-cultural	environment	for	development	
of	the	third	sector	over	the	past	20	years	has	been	rather	disabling.	Generally,	low	levels	
of	trust	of	the	political	establishment,	the	media	and	citizens	towards	civil	society	and	
third	sector	organizations	is	seen	as	a	permanent	barrier	to	development	of	the	sector	
and	modernizing	the	social	service	system	(Bežovan,	2005;	Bežovan,	Zrinščak,	2007,	
Bežovan,	Matančević,	2011).	Also,	the	framework	of	civil	society	does	not	produce	social	
capital	and	strengthen	the	trust	of	citizens	(Bežovan,	Zrinščak,	2007).			

Earlier	research	(Bežovan,	Zrinščak,	2007)	noted	that	professionals	coming	from	public	
administration	and	state’s	organizations	often	have	doubts	towards	professional	
capacities	and	the	quality	of	programs	of	TSOs	providing	social	services.	Generally,	it	can	
be	said	that	other	stakeholders	perceive	and	assess	the	impact	of	associations	and	other	
TSOs	as	lower	than	it	is	perceived	by	TSOs	themselves	(Matančević,	Bežovan,	2013).	
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It	was	shown	that	the	media,	local	governments	and	other	stakeholders	are	more	trustful	
towards	humanitarian	organizations	and	those	associations	promoting	the	interests	of	
socially	excluded	groups	(Bežovan,	2010).	Generally,	other	stakeholders	perceive	third	
sector	organizations	dominantly	as	advocacy	or	humanitarian	organizations,	and	assess	
the	social	impact	of	such	organizations	as	higher,	but	on	the	other	hand,	they	regularly	do	
not	recognize	potentials	of	TSOs	for	providing	professional	social	services	(Matačević,	
Bežovan,	2013;	Matančević,	2014).	

Not	only	the	state’s	professionals,	but	also	citizens	or	service	users	generally	have	more	
trust	in	the	state	(public)	service	providers	than	in	public	benefit	corporations.	Such	users’	
choice	is	partly	related	to	lower	(subsidized)	prices	of	the	state’s	social	services,	but	also	
to	the	greater	expectations	from	state	organizations	in	terms	of	professionalism	and	
quality	of	services	(Matančević,	2014).		

2.1.9	Interorganizational	linkages	

As	noted	earlier,	TSOs	providing	healthcare	and	social	services	in	Croatia	have	developed	
dominantly	as	an	answer	to	insufficient	state	capacities	to	meet	the	citizens’	needs,	that	
is,	being	supplementary	to	the	state’s	social	services.		

When	it	comes	to	public	benefit	corporations	as	particular	form	of	TSOs	in	social	service	
provision,	the	quality	and	intensity	of	their	cooperation	with	the	state	(respective	
Ministry	and	Centers	for	social	care)	largely	depend	on	whether	they	have	a	contract	on	
financing	for	social	services	provided	by	TSOs	or	not.	Such	social	contracting,	i.e.	in	case	
of	private	homes	for	the	elderly,	is	seen	as	not	transparent	and	rather	unregulated.	In	
such	a	system,	entitlement	to	social	rights	(right	for	social	care	in	case	of	need)	is	related	
to	an	institution,	and	not	to	a	single	person,	depending	on	needs-	and	means-tests,	which	
result	in	unjust	and	unequal	treatment	of	citizens,	but	also	unequal	positions	of	TSOs	
providing	services,	compared	to	state	organizations.	It	can	be	even	said	that	private	
homes	for	the	elderly	which	are	not	financed	by	the	Ministry	are	a	rather	closed	and	
marginal	part	of	the	social	system,	with	undeveloped	cooperation	with	the	state	and	
other	stakeholders.	Representatives	of	public	benefit	corporations	find	that	they	are	
discriminated	by	the	state,	compared	to	the	state’s	institutions,	and	that	they	are	not	
consulted	in	policy-making.	Their	cooperation	with	the	local	self-government	is	reported	
as	the	worst,	among	all	local	stakeholders.	On	the	other	hand,	cooperation	with	Centers	
for	social	care	as	pivotal	social	care	organizations	is	only	merely	better,	and	sometimes	
even	missing,	in	cases	when	TSOs	have	no	contractual	obligations	towards	the	respective	
Ministry	(being	fully	on	the	market).	In	case	of	cooperation	with	the	state	and	other	
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stakeholders,	it	mostly	assumes	information	exchange,	whereas	partnerships	in	programs	
and	projects	are	rare	(Bežovan,	2010;	Matančević,	2014).		

Cooperation	and	partnership	of	different	local	stakeholders	is	still	not	sufficiently	
developed,	due	to	the	lack	of	financial	and	human	resources.	Thus,	synergy	effects	in	
strengthening	the	welfare	mix	are	missing.	Research	on	welfare	mix	in	Croatia	(Bežovan,	
2007,	2010)	shows	that	centralization	of	some	important	social	stakeholders	–	centres	for	
social	care	and	employment	services,	poor	financial	capacities	and	human	resources	for	
fundraising	of	TSOs,	lack	of	coordination	and	cooperation	among	local	stakeholders	are	
seen	as	barriers	for	strengthening	the	welfare	mix	and	especially	the	role	of	TSOs	in	
service	provision.		

The	institutional	and	financial	framework	is	generally	more	favorable	towards	“stronger”	
and	more	professionalized	organizations,	whereas	smaller,	local	associations	and	self-
help	initiatives	are	often	left	aside	(Bežovan,	2010).	Also,	the	“new”	Law	on	associations	is	
seen	as	restrictive	and	threatening	the	freedom	of	associations,	especially	for	such	
smaller,	newly	established	grass-root	associations,	by	imposing	demanding	tax	and	
bookkeeping	responsibilities.		

When	assessing	the	impact	of	TSOs	on	policy-making	processes,	it	can	be	said	there	have	
been	some	improvements	over	the	past	20	years;	however,	it	still	remains	rather	limited.	
The	earlier	noted	role	of	the	CEA	and	other	professional	and	founders’	associations	are	
gaining	a	certain	status,	but	their	representatives	state	that	their	impact	on	policy-making	
is	limited	and	depends	largely	on	political	will.	The	problem	of	political	discontinuity	and	
changes	of	government	relate	to	discontinuity	in	policy	development	and	the	instable	
environment	for	development	of	cooperation	mechanisms	and	for	development	of	the	
third	sector	itself	(Matančević,	2014).		

2.1.10	Key	barriers		

Notwithstanding	the	growth	of	the	third	sector	in	the	field	of	social	services	over	the	past	
20	years,	there	are	barriers	impeding	the	development	of	TSOs	as	part	of	the	social	
service	system.	There	is	an	overall	and	system	barrier,	in	terms	of	lack	of	strategic	
orientation	towards	development	of	the	model	based	on	welfare	mix	and	pluralism	of	
service	providers,	which	translates	into	particular	barriers	regarding	the	administrative	
and	financial	framework.	TSOs	and	public	organizations	providing	social	services	do	not	
enjoy	equal	financial	and	tax	status	and	treatment,	which	results	in	discrimination	of	
service	users.	The	system	of	service	providers	lacks	transparency	and	is	to	a	significant	
extent	marked	by	clientelism.	Social	contracting	is	seen	as	problematic	and	results	in	
unequal	positions	in	the	service	system	of	TSOs	which	receive	subsidies	for	their	service	



	

	

25	

users	and	those	which	operate	fully	on	the	market,	in	a	way	as	closed	and	residual	part	of	
the	system,	which	often	do	not	develop	cooperation	with	the	state,	public	institutions	
and	other	stakeholders.		

Also,	the	socio-cultural	environment	is	not	favorable	to	the	third	sector	development:	
there	seem	to	be	persistently	low	levels	of	trust	of	government	and	professional	
community	in	third	sector	initiatives,	as	well	as	low	levels	of	trust	of	citizens,	the	majority	
of	whom	prefer	public	service	providers,	due	to	lower	prices	and	perceived	higher	quality	
of	services.		

Also,	advocacy	and	impact	of	the	third	sector	on	policy-making	remains	rather	limited.	It	
can	be	said	that	the	system	of	service	provision	in	Croatia	is	still	not	grounded	in	
principles	of	civicness	and	good	governance,	although	improvements	are	noticeable.	The	
practice	of	co-management	and	co-governance	based	on	greater	involvement	of	third	
sector	organizations	is	still	in	its	early	phase	of	development.		

2.2.	Culture	and	arts	

2.2.1	History	

Traditionally,	arts	and	culture	have	been	recognised	as	part	of	national	identity	and	as	a	
main	field	of	fighting	for	national	independency	during	the	Austro-Hungarian	Monarchy.	
The	first	modernisation	in	the	late	19th	century	was	marked	by	activities	of	the	Croatian	
Art	Society	(1877).	I.	Rogić	(2000)	differentiates	three	modernisation	periods.	The	first	
ended	with	the	Second	World	War,	the	second	lasted	until	1990,	and	the	third	
modernisation	phase	began	in	1990	with	national	independence.	Activists	and	
movements	in	arts	and	culture	were	playing	a	decisive	role	for	a	Westernisation	of	
people’s	mind	and	image	of	the	nation.	

In	Central	and	Eastern	Europe	culture	and	recreation	organisations	were	tolerated	and	
even	encouraged	during	the	communist	period,	and	thus	played	a	much	larger	part	in	the	
structure	of	the	non-profit	sector	of	Central	and	Eastern	Europe	than	in	Western	Europe	
(Salamon,	et.al.	1999:283).	After	the	Second	World	War,	Croatia	became	a	republic	of	
Yugoslavia,	which	inherited	the	ex-Yugoslav	kingdom.	Its	cultural	policy	was	designed	to	
accomplish	the	mission	of	building	a	Socialist	culture.	Art	was	governed	by	the	canon	of	
socialist	realism	and	science	and	education	were	governed	by	the	canon	of	dialectic	and	
historical	materialism.	The	inherited	cultural	infrastructure	(museums,	theatres,	libraries,	
etc.)	was	reconstructed	and	reorganised	in	compliance	with	the	new	social	system	
(Compendium,	2015).	
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Cultural	and	other	public	domains	(education,	media,	health,	etc.)	were	decentralised	and	
regulated	on	the	level	of	republics.	Western	influences,	mainly	reflected	in	
modernisation,	and	the	global	openness	of	the	country	(the	policy	of	non-alignment)	
brought	various	cultural	influences.	Ideological	control	over	culture	loosened,	followed	by	
political	liberalisation	and	greater	autonomy	of	the	republics	in	the	federation.	Even	in	
1970s	there	were	certain	organisations	“privatising”	cultural	production.	

The	self-management	system	in	culture	and	other	public	fields	established	a	quasi-market	
economy.	Instead	of	grants	from	the	national	budget,	special	funds	were	created	and	
their	allocation	was	decided	by	bodies	composed	of	providers	and	recipients	of	services.	
The	overall	political	and	economic	crisis	in	the	mid-1980s	reflected	the	fact	that	this	new	
system	was	mismanaged	and	non-functional.	It	became	increasingly	embroiled	in	the	
main	political	clash	between	federal	centralists	and	republican	co-federalists.	These	
political	clashes	led	to	war	in	1990	and	to	the	dissolution	of	Yugoslavia.	

In	the	1990s,	the	cultural	policy	of	independent	Croatia	was	politically	and	
administratively	centralised	and	incorporated	in	everyday	life	with	special	emphasis	on	
national	traditions.	It	was	designed	to	foster	a	sense	of	national	cohesion,	especially	at	
the	beginning	of	the	period	when	the	country	was	drawn	into	war.	In	the	formal	sense,	
the	policy	was	formulated	in	general	terms,	emphasising	a	market	approach,	freedom	of	
creativity	and	professionalism.	Cultural	planning	and	funding	gave	priority	to	activities	of	
"national	interest"	in	culture	and	left	all	other	activities	to	the	emerging	market	and	to	
civil	society	organisations.	

Since	2000,	when	the	new	coalition	government	was	elected,	there	has	been	a	broader	
implementation	of	cultural	policy	with	particular	stress	on	pluralist	cultural	orientations.	
A	more	balanced	approach	to	tradition	and	a	new	evaluation	of	the	national	and	the	
multicultural	components	has	been	undertaken,	together	with	steps	towards	further	
decentralisation	and	direct	co-operation	with	CSOs.	Research	on	cultural	development	
and	the	status	of	culture	in	society	has	shown	that	the	number	of	cultural	CSO	has	been	
growing	during	the	post-2000	period.	This	has	resulted	in	the	establishment	of	an	
"independent	cultural	sector"	and	has	separated	"institutional",	public	(government	
subsidised)	and	"independent"	culture	(subsidised	mostly	by	foreign	sources	during	
1990s).		

In	the	period	2004-2011	there	were	no	any	major	shifts	in	cultural	policy	and	overall	
cultural	strategy.	Major	reforms	were	undertaken	in	the	publishing	sector,	as	well	as	in	
the	media	and	audiovisual	sector	and	performing	arts,	with	the	adoption	of	new	laws.	
The	period	2005-2013	was	marked	by	negotiations	for	Croatia's	full	membership	of	the	
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European	Union,	which	has	given	a	new	impetus	to	developments	in	all	sectors.		In	
December	2011,	the	new	centre-left	coalition	came	to	power,	and	the	new	government	
announced	the	priorities	of	the	Ministry	of	Culture	in	its	mandate:	first,	the	development	
of	cultural	creativity	and	production,	and	second,	the	protection	of	cultural	heritage	
(Compendium,	2015).	The	most	recent	strategy	of	the	Ministry	of	culture	(2014)	is	aware	
of	limitations	in	funding	capacities	for	culture	during	the	lasting	economic	crisis.	

Research	dealing	with	the	position	of	TSOs	in	culture	and	arts	is	limited	and	mostly	takes	
a	civil	society	approach,	often	analysing	such	organisations	as	part	of	new	urban	culture	
of	young	people.			

2.2.2	Legal	Environment	

There	is	no	single	law	regulating	the	division	of	jurisdictions.	Specific	laws	regulate	
different	fields	and	prescribe	whether	local	and	regional	authorities	or	the	state	are	
responsible	for	establishing	and	financing	institutions	in	that	particular	field.	
Decentralisation	has	been	a	much-debated	topic	in	the	past	fifteen	years.	The	Law	on	
Cultural	Councils	(2001,	amended	2004,	2009	and	2013)	includes	the	responsibility	to	
establish	cultural	councils	at	city	and	country	levels	(decentralisation	of	decision-making	
process)	but	there	has	not	been	any	successful	attempt	to	consider	any	form	of	fiscal	
decentralisation.	The	2009	amendment	refers	to	funding	and	functioning	of	Culture	
Councils.	Responsibilities	for	their	establishment,	financing	and	functioning	have	been	
shifted	from	city	government	to	mayor	offices.	The	2013	amendments	included	the	
change	of	names	and	jurisdiction	of	some	of	the	cultural	councils,	the	possibility	of	
establishment	of	new	cultural	councils	at	national	level	if	deemed	necessary	and	a	change	
in	the	number	of	members	of	the	councils	(Compendium,	2015).	

The	Law	on	Financing	Public	Needs	in	Culture	(1990;	1993,	2009)	classifies	public	
needs,	which	can	be	financed	in	three	ways:	from	the	budget,	from	public	funds,	and	
through	public	enterprises.	The	2009	changes	relate	to	the	introduction	of	online	
applications,	while	in	2012	and	2013	the	changes	were	introduced	through	the	Rules	for	
Determining	Cultural	Projects	Reflecting	Public	Needs	that	included	the	obligation	of	
elaboration	of	the	strategic	plans	of	institutions	that	apply	for	funding,	and	the	
amendments	connected	to	related	changes	of	jurisdiction	of	cultural	councils.	Cultural	
councils	are	consultative	bodies	and	the	minister	has	the	discretion	to	accept	or	reject	
their	proposals	and	make	the	final	decision	on	financing	of	particular	projects	or	
programmes.	
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The	legislator	has	acknowledged	the	special	status	of	freelance	artists	in	comparison	with	
other	workers.	They	have	the	right	to	retirement	and	disability	insurance	and	to	health	
insurance.	Contributions	are	paid	from	the	state	budget.	The	Croatian	Freelance	Artists	
Association	encourages	and	promotes	creative	work	and	public	activity	in	culture	and	the	
arts,	and	it	represents	freelance	artists'	common	interests,	so	as	to	help	them	achieve	
their	goals	and	to	protect	their	rights.	A	freelance	artist	becomes	a	member	of	the	
Association	on	the	basis	of	his	or	her	creative	work	and	so	can	apply	to	have	his	or	her	
contributions	paid	from	the	National	Budget,	as	long	as	he	or	she	meets	the	criteria	laid	
down	in	the	Regulations	about	the	procedures	and	conditions	for	the	recognition	
of	the	rights	of	artists	to	have	their	retirement,	disability	and	medical	insurance	
paid	out	of	the	national	budget	of	the	Republic	of	Croatia.	Applications	by	the	
artists	are	considered	by	the	Expert	Commission,	and	decisions	are	subsequently	
confirmed	by	the	Minister	of	Culture.	When	the	Expert	Commission	has	made	a	
favourable	decision,	the	Croatian	Association	of	Freelance	Artists	registers	the	freelance	
artist	with	the	Croatian	Institute	for	Retirement	Insurance	and	the	Croatian	Institute	for	
Health	Insurance	according	to	an	artist's	place	of	residence.	There	are	30	arts	associations	
which	appoint	their	members	to	the	expert	commissions.	The	number	of	independent	
artists	in	2014	was	1	300	(Compendium,	2015).	

2.2.3	Subsector	infrastructure	

The	TSO	sector	in	arts	and	culture	can	be	divided	if	four	categories:		

Grassroots	organisations,	mainly	traditional	societies	of	culture	and	art	from	smaller	
places	and	from	rural	area	organised	in	Hrvatski	sabor	kulture	(Croatian	Cultural	
Assembly).	This	is	an	umbrella	organisation	of	amateur	artistic	activities,	that	covers	
amateur	reproductive	performing	activities:	music	(vocal	and	instrumental),	dance	–	
contemporary	(Laban	educational	dance,	jazz	dance,	show	dance,	tap-dancing	and	hip-
hop),	classical	ballet,	social	and	folk	dance;	theatre	(popular,	classical,	dance	theatre	and	
alternative	theatre)	literature	and	art.	The	umbrella	organization	brings	together	940	
members,	and	around	80	000	young	people	are	involved	in	actives.	Umbrella	organisation	
provides	professional	services	for	members.	Grassroots	organisations	in	culture	and	arts	
make	visible	contributions	to	social	cohesion	on	the	local	level8.	

Urban	associations	dealing	with	art	and	culture	on	non-institutional	basis	in	2002	created	
the	network	Clubture.	About	200	organisations	were	members	or	partners	in	this	

																																																								
8	R.	Putnam	(1993:183)	analysing	such	organisations	started	“The	harmonies	of	a	choral	society	
illustrate	how	voluntary	collaboration	can	create	value	that	no	individual,	no	matter	how	wealthy,	
no	matter	how	wily,	could	produce	alone.”		
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network.	According	to	Burušić	(2014),	before	registration	the	organisation	operated	
informally	for	a	year	and	a	half.	In	the	survey	about	half	of	the	organisation’s	members	
are	from	the	capital.	47	organisations	from	the	survey	have	about	2000	members	or	17	
per	organisations,	while	the	number	of	these	who	are	active	is	ten	per	organisation.	Even	
61,7%	of	them	are	without	permanent	employment.	The	majority	of	organisations	(80%)	
involve	volunteers	in	their	activities.	

The	majority	of	these	organisations	deal	with	urban	culture,	new	media,	theatre,	visual	
arts,	music,	youth	culture	and	free	time	of	youth.	Missions	of	these	organisations	are	
related	to	the	presentation	of	new	content	in	culture	and	art,	the	production	of	new	
content	in	culture	and	art;	increasing	the	importance	of	culture	and	art	in	society;	
improvement	of	life	in	community	using	arts	and	culture	as	a	means;	involvement	of	
citizens	in	creative	process	in	culture	and	arts;	and	creation	and	development	of	the	new	
opportunities.	Even	46,8%	organisation	developed	strategic	plan.	Organisations	from	the	
survey	are	members	of	domestic	networks.				

Kadrov	and	Pavić	(2007)	estimate	that	Clubture	as	a	network	has	impact	on	the	
development	of	independent	culture	at	local	level	and	on	local	and	regional	cultural	
policies.		Main	challenges	of	these	organisations	are	lack	of	finance,	finding	appropriate	
working	space,	and	finding	volunteers	as	main	contributors	to	their	work.		

These	urban	organisations	make	the	contribution	to	integration	of	youth	in	different	
creative	activities	visible	and,	being	a	part	of	different	coalitions,	they	impact	local	and	
national	agendas	in	art	and	culture,	and	also	in	society.	Activities	of	these	organisations	
are	fertile	soil	for	the	development	of	entrepreneurs	in	the	sector	and	investment	in	
organisations	producing	and	selling	cultural	services	or	freelance	artists:	

The	third	type	of	organisations	are	professional	umbrella	organisations,	30	of	them,	
representing	different	fields,	are	in	charge	of	members	to	realise	tax	benefits.	Also,	some	
of	them	provide	professional	services	to	members.	Freelance	artists	are	close	to	this	type	
of	organisations.		

The	fourth	type	of	TSOs	were	created	in	the	new	period	and	they	are	providing	cultural	
and	art	services,	like	theatres,	museums,	galleries,	different	studios9.	There	are	very	
limited	in	numbers	and	mainly	exist	in	larger	cities.	The	main	challenge	for	them	is	to	be	
recognised	by	public	bodies	and	to	get	donations	in	order	to	be	sustainable	on	the	weak	
market	of	culture	and	arts.	Case	studies	and	public	discourse	give	empirical	evidence	of	
																																																								
9	Among	these	organisations	The	Museum	of	Broken	Relationships	in	Zagreb	is	a	worthy	of	the	
Kenneth	Hudson	Award	who	rated	the	importance	of	public	quality	and	innovation	as	
fundamental	elements	of	a	successful	museum.				
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certain	political	clientelism	and	dependence	on	the	will	of	different	politicians.	Real	
enterprises	in	culture	and	arts,	still	dominated	by	state	organisations,	give	new	directions	
for	development	of	this	sector,	pushing	towards	a	creative	cultural	industry,	new	partners	
in	truism	and	an	important	part	of	country	development.	Only	a	few	private	foundations	
provide	donations	for	TSOs	in	arts	and	culture.			

The	number	of	cultural	associations	has	increased	considerably	in	recent	years.	There	
were	(February	2001)	a	total	of	18	981	associations;	2	174	of	these	were	in	the	cultural	
field.	Ten	years	later,	this	number	has	more	than	doubled.	In	October	2011	the	total	
number	of	associations	was	44	463,	while	the	number	of	cultural	associations	was	6	552.	
In	November	2012,	the	increase	in	the	number	of	associations	still	continued:	there	are	
47	438	associations	in	the	online	registry,	with	7	144	cultural	associations	listed,	while	in	
October	2014	the	number	of	cultural	associations	was	7	965	out	of	51	927.		

A	recent	decision	(2011)	of	the	government	to	set	up	Kultura	Nova	Foundation	was	the	
result	of	years	of	successful	cooperation	between	a	number	of	civil	society	organizations	
and	initiatives	that	advocated	the	establishment	of	an	independent	foundation	dedicated	
to	the	civil	sector	in	culture.	This	foundation	is	a	key	investment	in	infrastructure	of	
sector.	Kultura	Nova	is	not	a	competing	or	substitute	source	of	financing	for	existing	
institutions	on	national	or	subnational	levels,	which	continue	to	secure	funding	for	
cultural	programs	in	the	civil	sector.	Instead	it	aims	to	serve	as	an	additional	measure	
within	the	system	of	financing	culture	that	will	contribute	to	the	stabilization	and	
development	of	civil	society	organizations	in	the	fields	of	contemporary	arts	and	culture.	
Within	the	framework	of	the	Croatian	model	of	cultural	policy,	Kultura	Nova	is	an	
important	example	of	an	autonomous	body	responsible	for	providing	professional	and	
financial	support	to	culture’s	civil	sector.	It	is	the	first	such	institution	in	the	sector	of	
culture	founded	by	the	state.	By	establishing	Kultura	Nova	Foundation,	Croatia	made	a	
significant	step	forward	towards	the	practice	of	European	countries	that	employ	different	
mechanisms	with	the	aim	of	further	developing	and	improving	the	system	of	financing	
the	arts	and	culture.		

On	the	local	level	in	larger	cities	there	are	organisations,	like,	POGON	–	Zagreb	Centre	for	
Independent	Culture	and	Youth	since	2008,	established	as	hybrid	organisations	providing	
space	and	facilities	to	other	organisations.	

2.2.4	Governance	

Management	and	other	related	skills	traditionally	are	challenges	for	TSOs	in	this	sector.	
Through	activties	of	different	networks	(Clubture,	local	networks,	Foundation	Kultura	
nova),	skills	and	knowledge	of	the	people	involved	in	different	ways	in	activities	of	these	
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organizations	have	been	improved	(Burušić,	2014	).	A	large	number	of	organisations	
developed	strategic	plans	and	capacity	for	fundraising.	Governance	structures	in	the	field	
have	been	changed	with	activities	of	cultural	councils	at	the	local	level,	with	initiatives	of	
different	networks,	and	with	the	recent	role	of	Foundation	Kultura	nova.	These	
organisations	created	public	spaces,	and	from	public	discourses	it	is	evident	that	they	are	
co-governed	and	co-producing	a	public	agenda	in	their	field.		

2.2.5	Personnel	

Traditionally,	TSOs	from	this	field	are	understaffed	and	for	the	majority	of	activities	they	
rely	on	voluntary	work.	A	limited	number	of	organisations	has	employed	professionals	
and	often	they	use	the	concept	of	paying	honorary	work	with	less	money	than	they	are	
getting	mostly	from	public	sources.	Often,	such	organisations	are	a	one	man	show.		

Volunteers	mostly	are	from	groups	of	students	or	young	professionals.	They	are	looking	
for	integration	or	for	chances	to	earn	some	money.	Civic	engagement	in	the	period	of	
economic	crisis	is	a	key	for	sustainable	development	of	this	sector.	Levels	of	salary	of	
employed	staff	is	low	and	intrinsic	motivation	is	most	important	for	the	development	of	
the	sector.	Professional	backgrounds	of	people	from	these	organisations	tend	to	be	
humanities	and	social	sciences.		Recruitment	processes	now	count	more	on	professional	
values	and	real	competence.			

2.2.6	Finances	

The	majority	of	organisations	receive	state	money,	and	they	are	getting	less	from	EU	
sources	or	donations	from	local	sources	(Burušić,	2014).	Recent	tax	reform	gave	less	
money	to	local	authorities	that	weakened	the	decentralised	finance	of	culture.	Since	2008	
there	is	a	programme	called	“Entrepreneurship	in	Culture”,	today	a	responsibility	of	the	
Ministry	of	culture	(2014).	It	is	a	kind	of	access	to	capital	market	with	affordable	loans.	
This	new	form	of	funding	has	been	established	as	funding	programme	by	Foundation	
Kultura	nova.	Also,	it	is	important	that	in	the	last	15	years	decentralised	programmes	of	
public	funding	have	been	in	place	trying	to	provide	funding	through	calls	for	public	needs	
in	culture.	Also,	some	cultural	organisations	related	to	civil	society	development	can	get	
support	of	National	foundation	for	civil	society	development.	Due	to	limited	entrepreneur	
skills	of	staff	EU	funding	is	very	limited.		

Freelance	artists	have	the	right	to	receive	specific	tax	benefits.	An	income	of	less	than	
20	000	HRK	a	year	is	not	taxed	(2,740	EUR).	Compensation	for	per	diems	and	travel	
expenses	is	not	considered	part	of	the	income.	25%	of	authors'	fees	are	not	taxed,	and	
another	30%	are	recognised	as	business	expenses.	Donations	made	for	cultural	purposes	
to	TSO	engaged	in	cultural	activities	are	not	taxed.	Donations	of	companies	and	citizens	
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up	to	2%	of	the	donor's	total	annual	income	are	recognised	as	such	by	law,	while	
donations	exceeding	this	sum	must	have	a	certificate	issued	by	the	Ministry	of	Culture10.	
The	regular	VAT	rate,	which	applies	to	other	cultural	goods	and	services	is	25%.	With	
Croatia	entering	the	EU,	the	tax	rate	on	books	and	cinema	tickets	changed	from	0%	to	
5%;	for	concert	tickets	and	other	cultural	events	it	is	10%,	while	for	e-books	it	remained	
at	25%.	All	newspapers	that	have	valid	media	statutes	are	taxed	at	5%.	One	of	the	more	
debated	issues	was	the	decision	of	the	Ministry	of	Finance	to	introduce	25%	VAT	on	
authors'	fees	for	foreign	artists	/	authors	that	highly	influence	the	organisation	of	
festivals,	programmes	in	concert	halls,	theatres	etc.	

The	percentage	of	the	cultural	budget	in	the	state	budget	in	2011	was	0.64%	of	the	total	
budget,	while	in	2012	it	dropped	to	0.61%.	In	2014	the	total	budget	for	culture	dropped	
to	0.49%	of	the	total	state	budget,	which	is	the	lowest	point	since	the	nineties	
(Compendium,	2015).	According	to		data	of	the	Central	Bureau	of	Statistics,	the	personal	
expenditure	for	"Recreation	and	Culture"	in	2011	represented	5.3%	of	the	total	
household	expenditure.	This	is	a	constant	decline	in	personal	expenditure	on	culture	in	
the	last	three	years	as	in	2010	it	represented	5.6%	and	in	2009	-	5.99%.	This	can	be	
attributed	to	the	impact	of	the	recession	and	the	structural	problems	of	the	Croatian	
economy.		

2.2.7	Institutional	facilities	

Mentioned	research	(Burušić,	2014)	gives	evidence	of	the	equipment	of	TSOs	and	it	is	on	
the	decent	level.	Also,	local	authorities	often	provide	space	for	offices.	Foundation	
Kultura	nova	as	a	part	of	funding	programme	accept	investment	in	technical	
development.	Also,	80%	of	organisation	from	TSIs	survey	have	website.	Institutional	
facilities	depend	also	on	the	people	inside	organisations	and	their	capacities	(Kadrov,	
Pavić,	2007).		

2.2.8	Image	

The	image	of	TSOs	in	arts	and	culture	in	society	is	that	of	alternative	institutions,	often	as	
subculture.	Organizations	providing	cultural	services	are	seen	as	innovators,	or	real	
entrepreneurs.	If	they	are	fighting	in	public	discourses	for	public	money	they	are	like	
trouble	makers	or	social	entrepreneurs	looking	for	more	public	money.	Local,	traditional,	
amateur	grassroots	cultural	organisations	have	the	image	of	voluntary	organisations,	
being	a	stakeholder	important	for	social	cohesion	strengthening.		

	

																																																								
10	Only	about	4.000	of	citizens	declare	such	donations	per	year.	
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Trust	in	such	organisations	in	society	is	not	questionable.	Often,	organisations	are	
recognised	by	the	name	of	leader	as	a	well-known	professional	in	the	field.	This	scene	is	
recognised	as	an	incubator	of	new	cultural	and	artistic	practice,	also	as	a	place	for	
innovations	and	creativity.		

2.2.9	Interorganizational	linkages	

Local	organisations	(Burušić,	2014)	have	a	very	intensive	cooperation	with	cities.	They	
also	cooperate	with	public	organisations	from	arts	and	culture.	Cooperation	is	cohesive	
and	even	creates	partnership	hybrid	organisations.		Cooperation	with	the	for-profit	sector	
is	very	weak,	and	often	it	is	related	to	sponsorships.	People	from	TSOs	often	lack	the	
relevant	skills	to	approach	the	business	sector	(Kadrov,	Pavić,	2007).	Some	organisations	
are	sceptical	on	cooperation	with	the	business	sector,	saying	that	it	cannot	understand	
activities	and	achievements	of	independent	culture.	TSOs	are	important	partners	to	policy	
institutions,	specifically	in	making	local	cultural	policy	(Kulturpunkt.	hr,	2015).	Such	
organisations	connect	art,	culture	and	wider	civic	society	activities	with	a	voice	in	media	
and	general	public.		

2.2.10	Common	trends	

TSOs	in	arts	and	culture	are	getting	more	importance	at	different	levels	in	society.	At	
policy	level	they	are	recognized	as	important	stakeholders,	they	often	lead	initiatives	as	
strong	networks	or	organisations	on	the	level	of	larger	cities.	They	were	playing	the	most	
important	role	in	developing	the	new	governance	style	on	the	local	level,	explaining	
missions	of	TS	organisations	as	a	part	of	civil	society,	being	sensitive	for	social	issues.	Civic	
engagement	and	voluntary	work	play	decisive	roles	in	operations	of	TSOs	in	culture.	

Decentralisation	of	funding	was	a	rather	long	process	and	still	funding	of	TSOs	is	largely	
part	of	political	clientelism.	Setting	up	Foundation	Kultura	nova	was	important	for	funding	
and	professional	support	to	organisations.	It	is	part	of	a	reliable	infrastructure	and	
investment	in	the	development	of	the	sector,	separately,	in	innovations	and	creativity.	On	
organisational	level	leaders	are	investing	in	new	knowledge	and	skills,	what	is	seen	as	
prerequisite	for	sustainable	development	of	organisations.	It	is	a	way	to	be	active	
member	of	EU	networks	and	reliable	channel	to	get	funding.	

The	main	barrier	in	the	field	is	the	monopoly	position	of	public	organisations	which	are,	
more	or	less,	under	direct	political	control.	These	organisations	are	bureaucratic,	
inefficient	and	they	are	spending	too	much	public	money	producing	less	then	TSOs	with	
entrepreneur	spirit.	In	circumstances	of	austerity,	private	TSOs,	getting	funding	only	for	
the	part	of	the	programme,	are	forced	to	reduce	activities.	More	and	more	organisations	
and	prominent	professionals	ask	for	“privatisation”	of	cultural	provision	made	by	public	
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institutions.		In	fact,	development	is	very	path	dependent.	The	corporate	sector	do	not	
respect	activities	on	independent	culture.	Visible	events,	like,	festivals	organised	by	
independent	sector	getting	support	from	corporate	sector.		

2.3.				Sports	and	recreation	

2.3.1			History	

Sport	in	Croatia	has	a	more	than	two	centuries	long	tradition	and	is	traditionally	an	
important	factor	in	Croatian	society.	Different	fitness	and	sports	activities	in	Croatia	
appeared	a	couple	of	centuries	ago,	but	the	beginning	of	organized	sports	activities	in	
Croatia	is	considered	to	be	the	year	1784,	when	the	first	sports	club	in	Croatia,	Civil	
shooting	club	in	Osijek,	was	established.	Significant	development	of	sport	in	Croatia	takes	
place	in	the	late	19th	and	early	20th	century	when	more	people	started	to	engage11	in	
sports	and	Croatian	athletes	started	to	generate	the	first	significant	sporting	results	
(Milanović,	Čustonja,	Bilić,	2011).		

In	the	twentieth	century	a	key	moment	was	the	establishment	of	the	Yugoslav	Olympic	
Committee	(YOC,)	which	was	founded	in	1920	in	Zagreb	as	the	first	sports	association	
composed	of	various	sports	sections.	From	YOC	federations	for	individual	sports	have	
been	developed.	The	period	until	WWII	was	marked	by	changing	environments	and	
attempts	of	formation	of	federations.	After	WWII,	in	1945,	theCommittee	of	Yugoslavia	
for	physical	training	(Fisculture)	was	founded.	Its	activity,	in	the	same	year,	was	continued	
in	the	form	of	Croatian	Fisculture	Federation	and	since	1952,	Croatian	Sports	Federation.	
Yugoslavian	Fisculture	Federation	was	the	joint	body	of	national	federations.	In	its	time,	
many	sports	clubs	and	sections	were	established,	professional	schools	were	opened,	
sports	magazines	and	newspapers	were	issued	(Jakić,	2008).	As	in	other	socialist	
countries,	the	state	more	or	less	controlled	every	sport	and	leisure	club.	Clubs	were	
dependent	on	the	political	structure.	Citizen	participation	in	sport	was	strongly	
proclaimed,	supported	and	used	as	a	tool	for	promotion	of	the	system.	

By	the	establishment	of	Croatian	independence	in	late	1990,	the	Croatian	Sports	
Federation	was	founded,	and	in	1991	the	Croatian	Olympic	Committee.	After	
independence,	societies	for	the	promotion	of	sportive	recreation	and	worker’s	sports	
significantly	lost	its	previous	importance	(Milanović,	Čustonja,	Bilić,	2011).	At	the	time	of	

																																																								
11	The	development	of	sport	is	related	to	key	name	of	Franjo	Bućar	(1866-1946)	who	was	the	first	
creator	of	the	plans	and	programs	for	teaching	gymnastics	in	schools	and	has	contributed	to	the	
development	of	athletics,	skating,	tennis	,	skiing,	ice	hockey	and	other	sports	(Bartoluci,	Skoric,	
2009:	15).	
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the	war	for	independence	athletes	and	teams	were	used	for	the	promotion	of	the	new	
state	and	citizen	mobilization.	Sports	was	in	a	way	a	propaganda	tool	on	which	politicians	
happily	relied.	

2.3.2			Legal	environment	

The	need	for	legal	regulation	of	the	organization	and	operation	of	sports	clubs	and	
associations	occurred	with	increasing	social	and	economic	importance	of	sport	in	the	
period	of	socialist	Yugoslavia	in	the	1970s.	In	that	time	the	first	law	that	regulated	the	
field	of	sports	was	adopted	(Milanovic,	Čustonja,	Bilić,	2011).	In	that	period	and	
afterwards	the	role	of	the	state	in	the	organization	and	the	structuring	of	the	sport	was	
significant12.			

Croatia	has	developed	a	normative	framework	governing	the	operation	of	the	sport	by	
the	general	regulations	on	non-profit	organizations	(Act	on	Associations,	the	Act	on	
Institutions,	Act	on	Foundations)	which	regulate	establishment,	structure,	legal	status,	
registration,	and	termination	of	the	sports	associations.	Furthermore,	sport	is	framed	by	
special	regulations	(Sports	Act	and	the	Act	on	Sports	Inspection)13,	as	well	as	regulations	
providing	for	its	funding	from	public	sources	(Law	on	games	of	chance,	taxation	and	
accounting	rules,	etc.).Major	tax	regulations	like	the	Law	on	Personal	Income	Tax	and	the	
Regulation	on	Accounting	of	non-profit	organizations	are	on	of	particular	importance.	For	
sports	activities	other	laws	apply	appropriately,	particularly	those	governing	the	issues	of,	
business	and	the	economy,	education,	construction,	health	and	regulations	of	the	state	
administration	and,	finance.		

Sport	and	sporting	activities	are	mainly	regulated	by	the	Sports	Act.	The	first	Sports	Act	
(Official	Gazette,	59/90)	was	adopted	in	the	year	199014.		Current	Sports	Act	was	passed	
in	year	2015	(Official	Gazette,	85/15).The	new	law	was	designed	with	the	goal	of	a	more	
transparent	financing	and	raising	standards	for	officials	in	the	sport.	In	many	ways,	it	was	
aimed	at	regulating	the	situation	in	the	Croatian	Football	Association,	without	the	key	

																																																								
12	The	legal	definition	of	sport	in	the	Republic	of	Croatia	is	based	on	Croatia's	sports	tradition.	
Article	69	of	the	Croatian	Constitution	states	that	"the	State	will	promote	physical	culture	and	
sport".	
13	Which	regulate	the	system	of	sports	and	sporting	activities,	professional	activities,	sports	
competitions,	financing	of	sport,	awarding	state	awards	in	sports,	supervision	and	other	issues	
important	to	the	sport	
14	Second	Sports	Act	was	enacted	in	1992	(Official	Gazette,	60/92,	77/95),	the	third	Sports	Act	was	
enacted	in	1997	(Official	Gazette,	111/97,	13/98,	127/00	and	24/01)	and	till	the	current	there	was	
also	couple	amendments	and	changing’s		in	the	Act)	(Official	Gazette	124/10,	124/11,	86/12,	
94/13)		
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changes	that	would	advance	sports	in	general.15	The	result	was	revolt	of	part	of	athletes	
and	president	of	the	National	Sports	Council.	

2.3.3			Subsector	infrastructure	

Activity	and	field	of	sport	in	Croatia	include	a	number	of	different	segments.	The	
classification	of	fields	of	sport	under	the	Sports	Act	includes	physical	education,	
competitive	sport,	sport	for	general	population,	kinetic	therapy	and	sport	of	persons	with	
disabilities.	16	Each	of	the	areas	of	sports	activities	has	a	specific	organizational	structure	
as	well	as	special	management	(Bartoluci,	Škorić;	2009:	359).	

Sport	in	Croatia	is	built	on	a	pyramid-like	system	based	on	freedom	of	association.17	The	
fundamental	structural	unit	in	Croatian	sport	is	sports	club.	On	a	higher	level	they	unite	in	
local	and/	or	national	professional	sports	federations,	as	well	as	in	the	local	sports	
communities.	At	the	top	there	is	Olympic	Committee,	the	highest	national	and	non-
governmental	sports	authority.	It	had	different	functions	and	acts	as	the	national	Olympic	
Committee,	but	also	top	level	federation	of	national	sports	federations	and	federation	of	
County	sports	communities.	(IJF,	2012,	Milanović,	Čustonja,	Bilić	2011).	Pyramid	of	public	
(government)	support	is	the	system	which	is	responsible	for	ensuring	the	conditions	for	
sustainable	development	of	sport.	That	pyramid	is	made	of	state	administration	offices	in	
counties	and	the	City	of	Zagreb	and	their	administrative	departments	in	charge	of	sports	
and	the	relevant	offices	/	departments	of	sports	in	local	and	regional	government	
(municipalities,	cities,	and	counties).	On	the	higher	level	we	have	Directorate	for	Sports	in	
the	Ministry	of	Education,	Science	and	Sport	and	the	National	Council	for	the	sport	which	
is	highest	sports	advisory	body	appointed	by	the	Parliament.		

In	the	register	of	associations,	there	was18	355619	sports	associations.	That	represented	
33,34%	of	all	association	in	the	registry20.	Besides	persons	included	in	associations,	we	

																																																								
15	As	expert	stated	“the	most	elite	sports	went	beyond	control…in	a	sense	that	the	flow	of	money	
is	not	recognized…they	go	out	with	some	figures	of	which	neither	the	state	nor	the	local	
communities	have	the	benefit	and	they	are	trying	to,	in	a	way	put	such	clubs	under	control	
16	National	Classification	of	Activities	(NKD	2007)	classifies	subjects	in	sports	differently.	They	are	
classified	in	one	section	with	the	two	main	groups	each	of	which	has	six	classes	of	sports	
activities.	That	is	insufficient	to	track	statistical,	financial	and	all	other	aspects	of	the	sports	
system.	The	existing	classification	of	sports	activities	in	the	Register	of	Associations	does	not	
correspond	to	the	needs	of	classification	of	sports	associations.	
17	According	to	the	legal	organizational	form,	legal	entities	in	the	sports	system	are	usually	
associations	which	are	automatically	registered	in	the	Registry	of	Associations.	After	that	all	
natural	and	legal	persons	in	the	sports	are	registered	in	the	Registry	of	sports	activities	(IJF,	2012)	
18	on	06.	10.	2015	
19	When	we	add	organization	in	sport	and	sport	nomenclature	category	of	registry	
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also	have	children	and	young	people	in	school	sport,	as	well	as	adults	who	are	individually	
involved	in	sports	and	recreation.	It	is	assumed	(Bartoluci,	Skoric,	2009:	20)	that	in	Croatia	
15-20%	of	the	population	are	active	in	sports	or/and	recreation.		

2.3.4				Governance	

On	the	state	and	at	the	local	level	there	are	open	questions	about	the	jurisdiction	
between	the	central	government	and	local	government,	sports	federation	and	local	
sports	communities	that	makes	collaboration	complicated.	(IJF,	2012).	Research	of	
Institute	for	Public	Finance	(IJF)	(2012)	concluded	that	the	criteria’s	for	the	allocation	of	
money	are	not	clear.		

Local	levels	do	not	show	capacity	to	successfully	carry	its	functions,	including	the	
financing	of	public	needs	in	sports.	In	the	decision	about	allocation	of	money	to	sports	
associations	there	are	no	common	guidelines	or	recommendations	that	would	shape	
allocation	criteria	(Skorić,	Bartoluci,	Čustonja,	2012).	Problems	with	un-transparency	are	
obvious.	The	big	problem	of	local	government	in	is	small	role	of	counties	in	funding	sport	
and	fragmentation	and	inequality	of	fiscal	capacity	among	local	governments.21	
Furthermore	(IJF,	2012:	131)	the	entire	system	of	monitoring	is	legally	quite	undefined.	

Possible	governance	problem	is	also	a	lack	of	strategic	planning.	Governance	is	burdened	
with	the	unregulated	system	of	financing	of	sport,	which	shows	a	lack	of	strategic	
planning	for	the	further	development	of	the	sport.	In	fact,	although	the	content,	scope	
and	obligations	of	the	National	Programme	of	sport	are	defined	in	the	Sports	Act,	the	
program	is	still	not	developed.	In	almost	all	areas	of	sport,	so-called	line	system	of	
organization	and	management	is	dominant.	It	goes	from	the	national	level	to	the	local	
and	it	is	branched	toward	different	sports	and	levels.	Basic	principles	and	guidelines	for	
the	development	of	sport	in	the	Croatia	state	that	the	sport	is	based	on	the	principle	of	
autonomy,	non-profit	nature	and	that	sport	organizations	are	non-government	
organizations.	Sport	should	be	autonomous	from	any	influence	and	political	interference.	
But	in	practice,	it	appears	that	a	number	of	federations	and	an	Olympic	Committee	are	
often	influenced	or	led	by	politicians,	who	mostly	use	them	for	self-promotion	or	

																																																																																																																																																																								
20	According	to	info	flyer	from	government	Office	for	Cooperation	with	the	NGOs	(from	the	same	
Registry	as	source)	in	2013,	there	was	16666	association	in	area	of	sport	(34,1	of	all	associations).	
The	number	differs	greatly	because	by	the	new	Act	on	Associations	in	2015	all	organizations	
needed	to	re-register.	Re-registration	is	still	in	process,	so	number	of	organizations	in	the	registry	
changes	daily.	
21	As	one	possible	solution	that	the	authors	see	is	creation	of	conditions	for	substantial	financing	
of	professional	sports	clubs	by	market	and	self-financing	activities.	
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achieving	political	goals22.	As	expert	stated	TSI	interview	4):”	“people	very	often	identify	
with	sports	result,	and	clubs….	and	normal	thing	is	that	it	is	very	interesting	to	
politicians...	the	relationship	is	a	campaign	one	...	…I	think	that	the	more	of	them	enter	
these	structures	to	create	self-promotion.”	

2.3.5				Personnel	

In	the	system	of	sports	in	Croatia,	it	is	necessary	to	distinguish	four	basic	groups	of	
personnel,	athletes,	professional	staff,	management	and	organizational	personnel	and	
accompanying	personnel.	They	can	be	engaged	professionally	or	part-time,	on	the	basis	
of	contracts	for	the	provision	of	certain	services	or	as	volunteers.	Professional	staff	have	
largest	share	among	this	groups	e	in	the	structure	of	sport	system.	

In	the	general	trend	of	decline	in	the	total	number	of	employees	in	Croatian	economy,	
since	200823,	the	number	of	employees	in	sports	shows	an	upward	trend.	(IJF,	2012)	
However,	it	seems	that	the	sports	system	still	has	large	reserves	in	terms	of	hiring	new	
people.	Specifically,	only	a	small	part	of	professional	staff	are	employed	with	permanent	
contracts	while	others	are	involved	on	part-time	contract	or	on	a	volunteer	basis.24		
(Čustonja,	Jukić,	Milanović,	2011).	Also,	there	are	some	new	niches	that	heavily	rely	on	
volunteer	work,	such	as	fitness,	adventure	sports,	and	new	disciplines	under	the	umbrella	
of	a	healthy	lifestyle.	On	the	other	hand,	overall	numbers	of	qualified	professionals	in	the	
Croatian	sport	system	are	not	satisfactory.	Too	many	persons	are	performing	professional	
duties	without	basic	qualification25.	As	expert	stated	(TSI	interview	4):”a	lot	of	people	
who	come	together	in	non-profit	sport	clubs	are	without	qualifications	to	lead	such	clubs	
and	participate	in	programming	and	planning	of	work.”		

The	position	of	professionals	that	are	engaged	in	organizations	as	volunteers,	especially	in	
smaller	organizations,	is	unfavorable,	hiding	the	danger	of	social	exclusion	of	many	
persons	who	are	or	want	to	be	professionals	in	the	sport.	It	seems	necessary	to	boost	
employment	and	job	creation	in	the	sports	system.	When	analyzing	the	sports	from	the	
																																																								
22	For	example,	the	current	president	of	the	Croatian	Olympic	Committee	is	a	former	Croatian	
Prime	Minister	and	president	of	the	Croatian	Basketball	Association	former	minister	of	finances	
23	To	the	May	2011	which	was	the	time	span	of	this	study	
24	In	the	year	2006	in	the	Croatian	sports	associations	were	11	070	sports	professionals,	of	which	
88.6%	were	volunteers,	7.6%	of	professionals	with	full-time	and	3.8%	of	professionals	with	less	
than	full	time	contracts.	(Bartoluci,	Skoric,	2009).	According	to	the	study	from	year	2011	persons	
engaged	in	carrying	out	professional	activities	in	the	Croatian	sport	on	the	basis	of	the	full	time	
employment	contract	amount	to	27.4%	and	72.6%	were	employed	as	part-time	employees	or	
volunteers	in	sport.	
25	41.7%	of	persons	who	perform	professional	work	in	sports	does	not	have	any	level	of	
professional	qualifications	or	qualifications	for	those	jobs	(Čustonja,	Jukic,	Milanovic,	2011:	188)	



	

	

39	

perspective	of	equal	opportunities,	it	should	be	noted	that	in	many	disciplines	sports	
organizations	are	functioning	as	„boys	networks“.	The	number	of	employed	women	is	
exceedingly	small	(Čustonja,	Bilić;	2011).	Women	are	particularly	rare	on	management	
positions	in	sport.	

The	foundation	of	education	and	scientific	research	in	sport	in	the	Croatia	are	the	
Faculties	of	Kinesiology	in	Zagreb	and	Split.	The	system	of	education	for	trainers	in	Croatia	
predominantly	takes	place	on	three	institutions:	the	Centre	for	the	training	of	sport	staff	
at	Zagreb´s	Kinesiology	faculty,	a	football	academy	of	Croatian	Football	Federation	and	in	
Croatian	Olympic	Academy.	This	system	has	to	widen	in	fields	and	scope	of	the	
engagement.	The	places	where	you	can	get	the	specific	education	about	management	in	
sport	are	also	rare.	Also,	researchers	today	are	still	not	contributing	appropriately	to	the	
development	of	sports.(Milanovic,	Jukić,	Čustonja;	2011)	

2.3.6			Finances	

In	general,	there	is	a	lack	of	thorough	analysis	and	information	on	the	economic	
importance	of	sports	in	Croatia.26	The	basis	of	sport	financing	is	the	revenue	which	legal	
and	natural	persons,	who	are	engaged	in	sports,	obtain	by	doing	the	sport	activities	and	
membership	fees.	Regarding	public	funding	main	sources	are	funds	by	which	local	and	
regional	governments	and	the	State	are	supporting	sport	clubs	of	sporting	activities.	

At	the	aggregate	level,	in	the	year	2008,	all	non-profit	organizations	in	the	sports	had	
sufficient	income	to	finance	expenses,	but	however	in	the	next	few	years,	expenditure	
were	higher	than	total	revenues,	which	indicates	that	the	financial	position	of	the	non-
profit	organizations	in	the	sports	system	have	become	worst27.		The	most	important	
source	of	income	in	the	year	2011	was	donations,	revenues	from	sales	of	goods	and	
services	and	revenues	under	the	special	regulations	that	amounted	to	about	80%	of	total	
revenues	(IJF,	2012.).	In	2011,	the	average	net	salary	in	the	sport	was	5,749	kuna	(754,16	
EUR),	approximately	on	the	level	of	the	average	salary	in	Croatia.	

Regarding	total	allocation	from	the	state,	the	analysis	has	established	that	almost	a	
quarter	of	the	total	amount	of	funds	for	all	types	of	organizations,	ie.	125,646,151.70	

																																																								
26	Central	Bureau	of	Statistics	has	not	been	publishing	data	on	revenues	and	expenditures	of	
sports	clubs	and	associations	regularly	due	to	the	unreliability	of	the	data,	as	well	as	due	to	
incomplete	coverage	of	the	data.	
27	In	the	year	2011	total	expenditure	amounted	to	about	2.2	billion	kunas	(around	287	million€)	,	
and	total	revenues	around	2	billion	kunas	(around	262	million	€)	
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Croatian	kunas	(€	16,685,440.68)28	was	given	to	the	field	of	sport	in	the	year	201329.	
Ministry	of	Education	Science	and	Sport	accounts	for	most	of	those	resources,	with	a	
small	share	of	other	ministries	and	specific	programs.	The	largest	share,	79,9%	(84.4%	of	
in	the	year	2012)	of	money	is	designated	to	the	public	needs	of	the	sport	at	the	national	
level30.				

The	study	found	that	important	source	of	income	are	funds	which	sports	association	
realized	from	donations	and	sponsorships	of	companies	in	majority	state	ownership.	The	
attention	has	also	been	drawn	to	the	fact	of	insufficient	transparency	in	allocation	of	that	
funds	(IJF,	2012).	Sports	organizations	have	relatively	underdeveloped	capacities	for	
attracting	of	EU	financing.	As	expert	stated	(TSI	interview	4)”	Sport	got	very	little	money	
out	...	there	is	money	but	capacities,	the	clubs	are	not	strong	enough	…they	do	not	think	
about	that	(EU	calls)...”	

As	for	the	tax	frame,	it	is	comparable	with	other	the	countries	and	relatively	developed,	
but	with	certain	issues	that	pose	barriers.	Organizations	in	the	sports	field	always	enjoyed	
more	privileged	tax	treatment.31	As	the	necessity	for	the	further	development	of	tax	
framework	IJF,	(2012)	recommends	that	incentives	in	terms	of	the	preferential	tax	status	
of	donations,	sponsorships	and	encouragement	of	volunteerism	would	be	welcomed.		

	

	

2.3.7				Institutional	Facilities	

When	we	compare	total	average	area	of	sport	facilities	per	capita	in	Croatia,	in	respect	of	
such	in	Europe	and	in	most	countries	of	Central	Europe,	it	follows	that	Croatia	has	only	
30%	of	the	required	capacity32	(Puhak,	2011).	Puhak	(2011)	states	that	there	is	the	real	

																																																								
28	What	is	still	a	decrease	compared	to	the	year	2012	when	they	were	given	137,743	158,00kn	
(18,055,204.87	euros)	and	in	2011	when	it	was	at	a	similar	level	to	2012.	
29	Source:	Office	for	Associations	of	the	Croatian	(2014)	report	on	the	financing	of	projects	and	
programs	of	civil	society	organizations	from	public	sources	in	2013	
30	That	section	includes	institutional	and	program	support	for	the	activities	of	the	Croatian	
Olympic	Committee	and	national	sports	associations	
31	They	were	first	of	all	nonprofit	organizations	to	enjoy	tax	benefit	in	the	nineties	as	a	result	of	
connection	from	the	politics	(Bežovan,	2008)	
32	According	to	the	same	source,	of	the	total	number	of	constructed	sports	facilities,70%	are	open	
sports	facilities,	while	the	rest	are	closed.	Data	on	the	average	area	per	capita	is	about	1.5	m2,	of	
which	the	open	facilities	are	accounting	for	1.3m2	and	the	closed	0,2m2.	Real	needs	for	sport	
facilities	in	accordance	with	the	customary	norms	and	standards	are	far	higher	than	the	current	
situation,	so	that,	according	to	these	standards	and	the	structure	and	number	of	the	total	
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discrepancy	in	the	construction	of	large	representative	objects	compared	to	those	sports	
facility	that	should	be	used	by	citizens	for	daily	sports	recreation.	Besides	that	there	is	the	
large	lack	of	modern	indoor	swimming	facilities	intended	for	schools33,	recreational	and	
sports	programs.	Obsolescence	of	energy	sources	causes	high	cost	in	maintenance,	
unnecessary	energy	losses,	and	pollution	of	the	environment.	There	are	no	long-term	
plans	for	the	possible	construction	of	sports	facilities34.		Citizens	and	experts	are	
insufficiently	participating	in	policy	making	and	decisions	about	the	purpose	and	usage	of	
public	sports	facilities.35	There	are	no	civil	society	organizations	that	are	systematically	
dedicated	to	this	issue.		

There	have	not	been	any	researches	about	condition	of	sports	facilities	in	Croatia.	Still	
there	are	no	systematized	and	available	databases	as	well	as	the	systematic	hierarchy	of	
planning,	designing,	construction	and	financing	of	the	usage	and	maintenance	of	sports	
infrastructure.		These	issues	are	not	addressed	in	the	Sports	Act.	

2.3.8				Image	

The	view	that	sport	has	a	positive	effect	on	the	promotion	of	our	country	in	the	Europe	
and	the	world	is	strongly	present	in	public.	General	trust	and	pride	in	our	sports	
orientation	is	often	stated	by	the	claims	that	"sport	is	best	export	product	of	our	country"	
or	that	we	are	"one	of	the	most	successful	sports	nations	of	the	world".	Also,	respected	
amount	of	media	attention	is	dedicated	to	sport.	That	shows	a	significant	interest	that	
sports	arouses	among	citizens.	Usually,	the	general	public	pay	great	attention	to	
international	successes	of	our	athletes	who	are	seen	as	one	promoting	Croatia	in	the	
world.	The	enthusiasm	with	the	results	of	our	athletes	can	be	observed	by	many	
occasions	in	which	public	gatherings	and	celebrations	were	prepared	to	”welcome	them	
home”	after	successfully	competing	at	major	sporting	events.	

Lately,	due	to	problems	with	financing	and	doubts	in	some	wrongdoing	within	individual	
federations	and	clubs,	the	impression	of	"deterioration"	of	Croatian	sport	is	created.	
Many	professional	clubs	with	notable	European	successes	have	felt	the	effects	of	the	

																																																																																																																																																																								
population	in	Croatia,	we	should	have	about	0.6	m2	of	closed	and	about	4,	4	m2	of	open	sports	
sport	facilities	per	capita.	
33	For	example,	33%	of	schools	there	is	still	no	sports	hall	(Puhak,	2011:	85).	
34	As	expert	stated	„management	of	sports	facilities	in	the	cities	is	not	including	kinesiologists	in	
the	sense	that	they	design	programs….as	for	organizing	sports	content	in	these	facilities,	currently	
I	know	that	managers,	directors	of	these	structures	were	chosen	more	or	less	by	the	political	
decision…“	
35	Puhak	(2011)	states	that	there	is	a	conversion	of	valuable	urban	sports	spaces	in	questionable	
commercial	content	
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economic	crisis	and	almost	were	struck	down	almost	to	the	level	of	amateurism.	Sport	is	
not	enjoying	so	positive	image	as	before36.		

Also,	as	stated	by	the	expert	(TSI	interview	4),	a	sport	is	used	“as	food	for	the	public,	
especially	in	the	pre-election	campaign	...	with	the	special	note	that	we	in	public	see	only	
a	“tip	of	the	iceberg,	and	local	sport	is	much	larger	than	it	is	seen.”	A	local	sport,	which	is	
mostly	in	unfavourable	condition,	is	not	so	much	seed	in	the	public.	In	addition,	the	
question	that	is	often	on	the	agenda	is	how	much	of	Croatian	sport	image	can	be	
contributed	to	the	system	of	sport	which	have	(or	have	not)	created	a	positive	
infrastructure	for	development.	Some	think	that	is	it	more	a	matter	of	personal	
commitment	and	enthusiasm	of	individuals	and	their	families	in	raising	and	developing	
athletes.	

2.3.9				Interorganizational	linkages	

Although	in	the	Croatia	there	is	open	possibility	of	reorganization	of	ways	of	functioning	
of	both	economic	and	sporting	organizations,	public-private	partnerships	in	the	field	of	
sports	are	rare.	A	possible	problem	is	resources	(Tkalčec	2010),	the	lack	of	interest	of	
private	and	public	partners	for	investment	in	sports	projects,	lack	of	public	interest	for	
investment	in	sports	and	recreational	facilities,	and	poor	public	perception	of	public-
private	partnerships.	The	big	number	of	fans	makes	sport	commercially	interesting	
(Bartoluci,	Škorić,	2009).	Sports	area	generally	has	good	connections	with	major	cities	and	
private	companies	but	in	the	form	of	sponsorship.	

The	document	about	the	guiding	principles	of	sports	development	states	(Milanovic,	
Čustonja,	Bilić,	2011)	that	sport	offers	significant	potential	for	the	inclusion	and	
participation	of	young	people	in	society	and	may	have	a	beneficial	effect	in	the	
prevention	and	reduction	of	socially	unacceptable	behaviour.	But,	in	practice,	
cooperation	with	sector	of	social	policy	and	social	work	is	not	visible.	There	are	only	a	few	
sporadic	tenders	and	a	small	number	of	associations	who	are	orientated	to	the	
development	of	activities	related	to	inclusion	through	sport.	

Sports	organizations	are	rarely	connecting	with	other	sectors,	they	seem	self-sufficient.	
Relationships	that	they	have	with	other	organizations	are	often	of	short	duration	and	
without	sufficient	structure.	Mainly,	they	are	associated	with	certain	events	or	
manifestation.	But	at	the	local	level,	due	to	integration	and	the	socializing	role	played	by	
the	sports,	there	are	some	involvement	in		the	community	life.	

2.3.10	Key	barriers	-	Summary	

																																																								
36	For	example	football	federation,	team	and	clubs	
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Sports	organizations	have	a	long	tradition	and	are	considered	an	important	factor	in	
society.	They	have	the	biggest	number	of	organizations,	and	share	of	public	financing	of	
all	types	of	nonprofit	organizations.	From	the	analysis,	some	key	barriers	emerge.	There	is	
an	issue	of	jurisdiction	between	the	central	government	and	local	government	related	to	
governance	and	financing.	There	are	no	developed	clear	standards	for	reporting	of	
financing	of	sport,	especially	at	local	level.	With	that	go	financial	insecurities	that	came	as	
an	effect	of	the	economic	crisis.	The	new	Sports	act	was	designed	with	the	goal	of	a	more	
transparent	financing	and	raising	standards	for	officials	in	the	sport.	

Possible	governance	problem	is	a	lack	of	strategic	planning	for	the	development	of	the	
sport.	In	fact,	although	the	content,	scope	and	obligations	of	the	National	Programme	of	
the	sport	are	defined	in	the	Sports	Act,	the	program	is	still	not	developed.	Hierarchical	
structure	makes	collaborations	complicated	and	unclear.	The	sport	had	the	generally	
positive	image	but	that	image	is	recently	shaken	by	scandals,	especially	in	football	area.		

There	is	a	problem	of	the	structure	of	experts.	A	number	of	qualified	specialists	in	the	
Croatian	sport	do	not	satisfy,	too	many	engaged	persons	are	performing	professional	
duties	without	basic	qualification.	As	much	of	the	professional	staff	work	as	volunteers,	
especially	in	a	smaller	organization,	their	position	in	unfavorable,	hiding	the	danger	of	
social	exclusion	of	many	persons	who	are	or	want	to	be	professionals	in	the	sport.		Sport	
infrastructural	facilities	are	underdeveloped.	There	is	the	real	discrepancy	in	the	
construction	of	large	representative	objects	compared	to	those	sports	facility	that	should	
be	used	by	citizens	for	daily	sports	recreation.	There	are	no	long-term	plans	for	the	
possible	managing	and	developing	of	sports	infrastructure.	

	

	

	

3	Common	trends	
Specific	historical	legacy	and	path	dependency	marked	the	development	of	the	third	
sector.	Several	trends	can	be	observed	as	challenges	for	development.	In	last	ten	years,	
there	has	been	a	significant	improvement	of	the	legal	and	policy	framework.	However,	
state	paternalism	and	patron	attitude	towards	third	sector	(Matančević	and	Bežovan,	
2013)	are	still	dominating.	The	centralized	and	paternalistic	state	over	regulating	
development	of	services	and	social	programs	and	development	of	local	social	programs	is	
not	coordinated	and	planned	(Stubbs,	Zrinščak,	2012).	Clientelism	is	still	playing	a	role	in	
shaping	the	sector.	This	is	especially	the	case	in	social	welfare	domain	(Stubbs,	Zrinščak,	
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2015).	The	impact	of	citizens	on	public	policies	remains	limited	(Bežovan,	2003c;	Bežovan	
Zrinšak,	2007).	Local	authorities	and	the	Government	do	not	regularly	invite	third	sector	
organizations	to	participate	in	public	policy.	Recently,	we	have	more	space	for	
participation,	mostly	due	new	online	methods	of	consultation.	The	process	of	Croatian	
accession	to	the	European	Union	resulted	in	partly	Europeanisation37	of	certain	public	
policies,	including	policies	towards	the	third	sector.	Some	policy	standards	from	EU	level	
were	accepted	in	Croatia.		

In	the	process	of	the	Europeanization	of	Croatian	policy	the	principles	of	transparency,	
accountability,	participation,	and	consultations	have	become	an	integral	part	of	various	
documents	and	public	discourse	on	the	third	sector	(Bežovan,	Matančević,	2011).	Third	
sector	organizations	were	first	that	fallowed	EU	policy	agenda	and	put	some	of	policy	
issues	and	new	groups	in	need	on	the	national	level	agenda.	Also,	third	sector	
organization	was	more	successful	in	obtaining	money	from	EU	funds	than	public	and	
private	sector.	

Croatia	is	a	society	with	low	levels	of	trust	(Štulhofer	2004,	Salaj,	2005,	2011),	which	
contributes	to	the	low	level	of	active	citizenship	(Matančević	and	Bežovan,	2013.;	
Bežovan	and	Zrinščak,	2007).	Given	the	circumstances,	the	stability	of	the	sector	is	
possible	more	dependent	on	the	development	impulses	"from	above",	and	less	on	the	
initiative	and	aspirations	of	citizens	within	the	different	communities	in	which	they	
operate	(Matančević	and	Bežovan,	2013).	In	addition,	several	studies	have	warned	of	the	
negative	attitude	of	citizens	to	civil	society	organizations.	The	media,	especially	national	
television,	often	are	not	interested	in	showing	positive	activities	that	they	are	carried	out,	
but	more	interested	in	scandals	and	negative	stories	(Bežovan,	Zrinšak,	2007).	

The	third	sector	was	in	2014	faced	with	changes	in	the	legal	framework.	The	new	Law	on	
Associations	introduced	the	obligation	of	re-registration	of	all	associations,	again	over-
regulating		the	development	of	the	sector.	Some	experts	have	an	opinion	that	the	law	is	
restricting	principle	of	freedom	of	association.	The	new	law	on	financial	transactions	and	
accounting	of	non-profit	organizations	have	been	in	force	from	January	2015.	It	
established	responsibility	to	a	non-profit	organization	that	it	needs	to	keep	double-entry	

																																																								
37	Defined	in	(Radaelli,	2004)	as	consisting	of	processes	of	a)	construction,	b)	diffusion	and	c)	
institutionalisation	of	formal	and	informal	rules,	procedures,	policy	paradigms,	styles,	'ways	of	
doing	things'	and	shared	beliefs	and	norms	which	are	first	defined	and	consolidated	in	the	EU	
policy	process	and	then	incorporated	in	the	logic	of	domestic	(national	and	subnational)	
discourse,	political	structures	and	public	policies.	
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bookkeeping	for	the	first	three	years	after	establishment	which	limits	activities,	especially	
for	smaller	organizations.38	

Generally	previous	research	has	shown	that	human	resources	and	financial	situation	are	
sources	of	instability	for	most	organizations.	On	average,	a	relatively	largest	share	of	
income	of	nonprofit	organizations	is	composed	of	funds	from	the	government,	and	
various	ministries	and	the	National	Foundation	for	the	development	of	Civil	Society.	
Foreign	donors,	particularly	the	EU	are	very	significant	source	of	income.39		Our	online	
survey	showed	that	individual	organizations	have	problems	with	sustainability.	The	
inability	to	pay	salaries	due	to	lack	of	funds	was	found	to	be	very	serious	or	serious	
problem	for	42.35%	of	organizations.	Many	of	them	also	see	problems	in	lack	of	
sponsoring	by	private	companies	and	the	lack	of	government	funding.	Private	companies	
are	not	actively	involved	in	philanthropic	programs	in	supporting	of	civil	society	
organizations	(Bežovan	Zrinšak,	2007).	

The	share	of	organizations	with	stable	human	resources	is	relatively	small.	Low	financial	
sustainably	of	the	third	sector	as	a	whole	makes	it	difficult	to	hire	and	retain	experts	and	
educated	young	people.	The	weak	human	structure	of	human	resources	is	obstacles	for	
the	stronger	professional	development	of	third	sector	organizations	(Bežovan,	
Matančević,	2011.;	Matančević	and	Bežovan,	2013).	The	level	of	volunteering	has	proven	
to	be	low.	Recently,	there	is	more	attention	on	civic	virtue	of	volunteering	and	working	
for	public	good.	However,	it	is	important	to	note	limitation	factor	in	the	impossibility	of	
involvement	of	volunteers	in	social,	health,	educational	and	cultural	institutions.	The	
problems	of	the	capacity	of	third	sector	organizations	for	the	development	of	quality	and	
sustainable	programs	of	inclusion	of	volunteers	are	also	present	(Bežovan	and	
Matančević,	2011).	USAID	Sustainability	Index	civil	society	organizations	in	Croatia	(2013	
CERANEO	.;	2014)	states	that	associations	are	still	not	able	to	mobilize	citizens	and	get	
strong	support	from	the	public.	Citizens	usually	participate	in	some	humanitarian	actions	
or	civil	initiatives	as	opposed	to	sustainable	activism	and	support	the	work	of	CSOs.	
Advocacy	organizations	rarely	engage	in	activities	to	increase	its	membership.	

																																																								
38	There	is	also	a	lack	of	knowledge	in	association	about	the	changes,	particularly	concerning	the	
financial	and	tax	framework.	According	to	the	TSI	3	interview	"we	(the	ministry)	are	used	to	find	
ourselves	in	situations	that	we	have	to	educate	(them)	what	kind	of	legislative	changes	happened	
in	the	field	of	finance	...	and	that	definitely	is	not	easy	to	follow."	
39	Also	in	our	on	line	survey	40.59%;	organizations	in	sample	agreed	or	strongly	agreed	with	
statement	„EU	Financing	is	an	important	financial	resource	for	my	organization“.		
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The	growth	of	the	sector,	not	only	in	scope	and	funding	but	also	the	importance	is	not	
followed	by	the	introduction	of	the	programs	and	the	topics	on	the	third	sector	in	the	
university	education.	For	this	topic	education	through	the	formal	education	system	is	still	
seriously	limited.	(Bežovan,	Ledić,	and	Zrinščak,	2011).	However	research	has	shown	that,	
as	far	as	the	specific	education	for	the	acquisition	of	competence	in	the	sector,	there´s	
growing	number	of	courses	in	higher	education	institutions	that	deal	with	the	area	of	civil	
society40	(Bežovan,	Ledić;	Zrinščak,	2011).	

Distribution	of	civil	society	organizations	is	proving	to	be	problematic	(Bežovan,	2003).	
Civil	society	organizations	are	mainly	concentrated	in	large	cities	and	towns	which	are	
usually	representing	the	county	centres.	Earlier	studies	have	actualized	problems	of	
networking	in	Croatian	third	sector	organizations.	Organizations	which	use	the	
membership	for	protecting	and	promoting	interests	of	the	members	are	more	prone	to	
networking	(Bežovan,	Zrinščak,	2007).	Also,	the	organizations	demonstrate	low	levels	of	
networking	on	an	international	level.	(Matančević	and	Bežovan,	2013.;	Bežovan	and	
Zrinščak,	2007).	There	can	be	argued	that	organizations	do	not	have	enough	support	for	
that	kind	of	activities.	In	our	survey	lack	of	support	organizations	proved	to	be	a	barrier.41	

Organizations	are	increasingly	polarized.	Results	of	our	online	survey	suggest	that	
organizations	devote	more	resources	to	fundraising	ten	years	ago	and	that	is	important	
for	executives	to	have	a	business	background.	Increasing	bureaucracy	has	seen	growing	
problem.	We	can	see	the	trend	of	professionalization	which	can	draw	organizations	from	
the	primary	mission	and	make	them	more	like	private	companies.42	Organizations	use	
various	strategies	to	adapt	in	order	to	survive	in	uncertain	conditions,	for	example	
competing	in	a	growing	number	of	tenders43,	writing	a	lot	of	project	proposals	which	
carry	additional	administration	tasks.		

																																																								
40	There	were	established	and	two	specialist	postgraduate	studies	in	Economics	and	the	Catholic	
Theological	Faculty	in	Zagreb	called	Nonprofit	marketing	and	management	of	non-profit	
organizations	and	social	advocacy	(established	in	2004,	but	has	not	set	a	second	generation)	
41	Lack	of	support	organizations		was	stated	by	80.00%		or	organizations	in	the	sample	as	very	
serious	or	serious	problem	
42	TSI	interview	3	"	in	civil	society	organizations	there	is	less	unpaid	persons	working	...	and	there	
is	more	of	professionals	and	this	is	something	over	which	we	have	to	worry"	
43	TSI	interview	3	"	they	are	applying	to	different	tenders,	adjusting	their	activities	area	to	the	
tenders		and	not	towards	their	capacity"	and	"some	organizations	have	the	capacity	for	different	
areas....simple	they	have	become	organizations	that	have	a	comparative	knowledge	and	
opportunities	for	different	things	...	and	some	organizations	definitely	adapts	without	real		
capacity—with	intention	to	survive	…	for	an	areas,	in	which	they	start	to	develop	their	capacities	
after	they	get	the	project"	
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In	terms	of	welfare	mix	development	and	the	role	of	the	third	sector	Bežovan	(1996)	
argues	that	the	non-profit	sector	in	Croatia	was	not	part	of	the	concept	of	social	policy	
reform	and	building	a	new	social	system.	Results	of	further	research	state	that	in	Croatia,	
nonetheless,	the	way	for	the	development	of	welfare	mix	was	paved	(Bežovan,	2007,	
2009).	Earlier	studies	on	the	welfare	mix	have	shown	that	there	are	mistrust	and	lack	of	
cooperation	between	the	various	stakeholders	in	the	social	field	(Bežovan,	2007,	2010).	
Need	to	increase	the	impact	of	stakeholders	in	the	preparation,	adoption	and	
implementation	of	social	programs	as	well	as	open	space	for	debate	on	relevant	
challenges	for	the	development	of	welfare	mix	is	visible.	In	addition,	it	appears	that	some	
of	the	staff	in	social	institutions	and	the	state	administration	has	reservations	about	the	
competence	of	employees	in	the	social	third	sector	organizations	(Bežovan	and	Zrinščak,	
2007).	

Social	entrepreneurship	in	our	context,	there	is	insufficient	information	and	lack	of	
understanding	of	the	term.	Due	to	a	fact	that	their	status	is	not	recognizable	or	
established	social	entrepreneurship	face	numerous	obstacles44.	An	important	role	in	
limiting	the	development	has	socio-cultural	factors,	related	to	the	collective	experiences	
of	the	past	that	have	created	animosity	towards	certain	aspects	of	social	
entrepreneurship.	Problems	related	to	the	financing	which	is	a	limiting	factor	in	ensuring	
the	autonomy	of	action,	the	lack	of	human	resource	capacity45	and	expertise	needed	to	
set	up	a	social	enterprise	are	identified	(Vidovic,	2012	.;	Vincetić,	Babic,	Baturina,	2013).	

The	entire	sector	cooperatives	in	Croatia,	as	well	as	the	social	economy	sector,	are	lagging	
behind	the	trends	and	developments	in	these	sectors	compared	in	European	countries.	In	
doing	so,	the	general	problems	of	development	of	small	businesses,	including	a	lack	of	
knowledge46	and	technology,	inadequate	financial	resources,	and	problems	in	the	policy	
frame47are	particularly	affecting	cooperatives	(Babić	and	Račić,	2011).	

																																																								
44	TSI	interview	2:	social	enterprises	"are	not	even	recognized	in	the	tax	system	and	it	is		
unfavourable	to	them.	I	think	we	are	far	from	the	creation	of	a	specific	legal	form	for	the	social	
entrepreneurship..	He	would	certainly	increase	the	visibility,	enhance	regulation	and	allow	better	
control.	
45	TSI	interview	2	"leaders	of	social	enterprises	usually	lack	entrepreneurial	skills	in	this	aspect	
they	definitely	missing	education"	
46	In	particular,	knowledge	of	managers	of	cooperatives.	TSI	1	interview	"the	most	difficult	is	to	
find	manager	for	cooperatives....	The	biggest	problem	is	actually	educational	structure	of	the	
managers	of	cooperatives,	because,	I	say,	it	is	understood	somehow,	come	on,	I'm	will	plow	a	
little,	sit	down,	on	the	table	and	then	we'll	manage	the	cooperative	..	"	
47	The	state	has	a	delay	to	them	As	TSI	interview	1	says	there	is	""	one	particular	discrimination	
against	cooperatives,	or	...	not	evaluating	the	value	of	the	cooperative	and	what	cooperatives	
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Discussing	the	Croatian	experience	and	understanding	of	the	development	of	social	
innovation	(Bežovan,	Matančević,	Baturina,	2013,	2013.b)	it	can	be	seen	that	social	
innovation	is	neglected	topic,	the	concept	unknown	in	the	creation	and	implementation	
of	public	policy.	Also,	it	is	important	to	say	that	the	concept	of	best	practice	is	not	
recognized	as	an	instrument	of	policy,	which	significantly	limits	the	innovative	work.	
However,	civil	society	is	still	recognized	as	space	for	discussion	of	social	innovation	and	a	
new	perspective	to	address	the	social	risks	in	innovative	ways.	Volunteer	work,	trust,	and	
commitment	to	co-operation	are	the	source	of	Croatian	social	innovations.	(Bežovan,	
Matančević,	Baturina,	2013,	2013b).		

Generally,	it	can	be	said	that	the	role	of	third	sector	organizations	has	been	strengthened,	
especially	since	2000	(Matančević,	2014).	Research	show	that	at	the	beginning	of	2000	
third	sector	organization	exerted	a	very	limited	impact	on	public	policies:	they	were	not	
recognized	as	partners	in	policy	making	processes	(Bežovan,	2003a).	Bežovan	(2003a)	
explained	partly	by	such	findings	undeveloped	structure	of	the	third	sector	and	by	
unfavourable	socio-cultural	environment	and,	at	that	time,	an	unfavourable	legal	
framework	for	the	third	sector.	Considering	the	impact	of	the	third	sector	on	policy	
making	and	its	involvement	in	the	governance	arrangements,	it	can	be	said	that	in	the	
policies	of	environment	protection,	human	rights,	health	policy,	policies	for	children	and	
youth	and	policies	promoting	transparency	and	fight	against	corruption	third	sector	
organizations	have	built	their	position	of	co-governors	(Bežovan,	Zrinščak,	2007;	
Matančević,	Bežovan,	2013).	The	research	findings	from	the	comparative	research	project	
of	the	Civil	Society	Index	(CSI)	from	2010	(Bežovan,	Matančević,	2011;	Matančević,	2011),	
reveal	obstacles	for	greater	involvement	of	TSOs,	namely	associations,	in	policy	making	
and	cooperation	with	the	government,	as	perceived	by	representatives	of	TSOs.	But	there	
are	some,	as	mentioned,	especially	on	line	mechanisms	that	improve	that	processes.  

From	the	state	of	the	art,	our	analysis	and	research	we	can	recommend	what	is	necessary	
to	overcome	these	barriers.	It	is	necessary	to	adjust	tax	frame	to	needs	of	development	
of	the	third	sector,	especially	taking	into	account	their	economic	activity	and	growth	of	
social	entrepreneurship48.		Certainly	one	of	the	barriers	is	that	tax	officials	have	
discretions	in	making	decision	on	the	nature	of	activities	of	non-profit	organisations.	That	

																																																																																																																																																																								
created	for	the	local	community	...	in	fact	...	it	is	not	recognized	social	value,	of	the	functions	that	
cooperatives	is	performed"	
48	As	stated	in	TSI	interview	7	with	the	expert	on	those	issues:	“Services	of	private	public	benefit	
corporations	providing	social	service,	like	such	state	organisations,	often	for	same	target	groups,	
have	to	pay	profit	tax”.	They	consider	them	like	companies	and	they	do	not	see	reasons	for	
development	of	such	social	enterprise	providing	additional	more	favourable	tax	treatment.	
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might	be	used	as	a	kind	of	“political”	pressure	against	some	prominent,	independent	
organisations.		

Human	resources	can	be	strengthening	by	using	the	young	educated	people	as	new	
“development	fuel”.	There	is	clear	need	for	obtaining	relevant	skills	in	the	sector	such	as	
management,	leadership,	entrepreneurship.	Growing	sector	is	showing	the	new	need	for	
specific	educational	programs.	EU	funds	are	modernization	opportunity.	They	are	helping	
to	develop	the	capacity	to	be	competitive	on	tenders	that	can	enhance	further	
development	on	the	tender.	

	Modernization	of	the	social	policy	is	a	key	issue	in	opening	additional	space	for	the	third	
sector.	Fostering	good	governance	is	important	to	step	forward	as	good	governance	is	not	
recognized	as	a	concept.	Further	support	(financial	and	logistical)	for	social	
entrepreneurship	as	a	new	practice,	as	well	investment	in	the	development	of	social	
economy	and	social	innovations	is	needed,	including	fostering	hybrid	organization.	We	
need	to	enhance	community	initiatives,	strengthen	local	capacities,	and	small-scale	local	
innovations.	Open	a	space	for	volunteering	in	public	benefits	companies.	There	is	a	need	
to	highlight	the	further	evidence-based	approach	to	policies	and	implement	learning	from	
best	practice	as	policy	concept.		

Measuring	impact	is	an	important	issue.	When	we	connect	better	outcomes	of	
programs/project	with	their	concrete	contribution	there	would	be	less	“doubts”	and	
greater	trust	in	third	sector	organizations.	Demonstrating	contributions	would	increase	
legitimacy	and	development	of	the	third	sector	resulting	in	changing	of	public	awareness.
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