
CROATIA
Table 1 2022
Population, million 3.9

GDP, current US$ billion 71.0

GDP per capita, current US$ 18368.9

International poverty rate ($2.15)a 0.3

Lower middle-income poverty rate ($3.65)a 0.8

Upper middle-income poverty rate ($6.85)a 2.1

Gini indexa 29.6

School enrollment, primary (% gross)b 92.9

Life expectancy at birth, yearsb 77.7

Total GHG emissions (mtCO2e) 19.5

Source: WDI, Macro Poverty Outlook, and official data.
a/ Most recent value (2020), 2017 PPPs.
b/ Most recent WDI value (2020).

Real GDP growth in Croatia remained

strong in 2022, with favorable develop-

ments concentrated in the first half of

the year. The country is expected to

avoid contraction in 2023 but growth is

set to be subdued before strengthening

in 2024. Fiscal deficit is projected to re-

main relatively contained ensuring fur-

ther decline in public debt. Progress in

poverty reduction has slowed with the

poverty rate expected to have declined

modestly to 1.4 percent in 2022.

Key conditions and
challenges

By entering the euro area and Schengen
zone in 2023 Croatia has achieved its key
strategic objectives but economic conver-
gence is far from complete. GDP per capita
(in Purchasing Power Parity nominal
terms) reached 70 percent of the average
EU27 level in 2021 and further improve-
ments in living standards will critically de-
pend on productivity improvements.
Croatia’s productivity is lagging its region-
al peers and is far from the EU frontier.
This reflects low levels of Research &
Development (R&D) investments, inno-
vation and technology adoption, weak-
nesses in managerial and organizational
practices, and constraints on competition.
In addition, while institutions have im-
proved, some lingering structural con-
straints remain, especially regarding ad-
ministrative capacity, red tape, and ju-
dicial quality and efficiency. Closing the
productivity gap with the top performing
EU economies would markedly speed up
income convergence but this will require
an ambitious and comprehensive set of
reforms aimed at strengthening institu-
tions, reducing market inefficiencies, and
upgrading firms’ capabilities.
Over the short and medium term, the main
risks include the elevated uncertainty due
to Russia’s invasion of Ukraine and related
developments in wholesale energy and
food prices and their pass-through to retail
prices. Risks of energy supply disruptions

in Croatia and its main trading partners al-
so remain elevated and could lead to lover
economic growth if they would material-
ize. In general, intensification of geopolit-
ical tensions would further amplify com-
modity disruptions and supply bottle-
necks leading to adverse real income and
confidence effects. Inflation could also re-
main higher and more persistent than cur-
rently expected requiring stronger than
projected monetary tightening with nega-
tive effects on the eurozone and the do-
mestic economy. Furthermore, investment
projection growth for 2023 largely relies
on strong utilization of EU funds by the
government, which will depend on im-
proving the absorption capacity of all
stakeholders. On the upside, greater re-
silience of private sector and stronger
than expected demand for tourism could
strengthen the growth outlook.

Recent developments

Croatia's real GDP growth in 2022 was
strong, at 6.3 percent, supported by robust
personal consumption and investments.
Favorable developments were, however,
concentrated in the first half of the year.
Rising inflation, decline in real disposable
incomes, and elevated uncertainty sur-
rounding Russia’s invasion of Ukraine led
to a sharp decline in personal consumption
at the end of the year. Exports of goods and
services also moderated following nega-
tive external developments. However, in-
vestment activity held up relatively well,
despite rising financing costs. Weakening

FIGURE 1 Croatia / Real GDP growth and contributions to
real GDP growth
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FIGURE 2 Croatia / Actual and projected poverty rates and
real GDP per capita
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of aggregate demand was reflected in man-
ufacturing, which showed negative quar-
terly growth rates at the end of the year,
while construction activity continued to
expand. In 2022, employment growth con-
tinued, and the labor market remained rel-
atively tight, but wages failed to keep up
with rising inflation. Consumer prices in
Croatia accelerated throughout 2022, with
year average inflation of 10.7 percent. Price
pressures somewhat eased at the begin-
ning of 2023 with moderation in energy
and food prices. Croatian authorities pre-
vented stronger spillovers from high
wholesale energy prices on CPI by adopt-
ing relatively generous stimulus packages
at the beginning of the fourth quarter last
year. Nonetheless, the budget is estimated
to have been broadly balanced in 2022, a
significant improvement from 2021. This
mainly reflects strong growth in revenues
and discontinuation of COVID-19 support
schemes. Economic growth and fiscal ad-
justment led to a marked decline in pub-
lic debt, which is estimated to have de-
clined to around 68 percent of GDP at the
end of 2022.
The rebound of the labor market com-
bined with the government’s assistance,
supported household income. Poverty is
estimated to have declined modestly from

1.7 percent in 2021 to 1.4 percent in 2022.
However, rising inflation dampened
households’ purchasing power, especially
for the poorest. Namely, those at the bot-
tom quintile of the income distribution
faced estimated inflation that was 2 per-
centage points higher than those at the
top quintile due to the composition of
their consumption basket.

Outlook

Growth in Croatia is projected to deceler-
ate to 1.3 percent in 2023 before strength-
ening to 2.8 percent in 2024. Personal con-
sumption growth in 2023 is expected to
slow down but is projected to remain
positive as real incomes improve, sup-
ported by a catch-up in real wage growth,
resilience of labor markets, and continued
fiscal support. At the same time, invest-
ment growth is expected to be under-
pinned by a pick-up in government in-
vestments, largely financed from EU
funds, while, on the other hand, rising
financing costs are projected to dampen
private sector investments. Despite wors-
ening of the external outlook, exports are
also expected to grow further as demand

for travel remains strong. Beyond the near
term, Croatia's economic growth is set to
gradually recover from a weak 2023 as un-
certainty declines, the energy market price
pressures fade, remaining supply bottle-
necks are resolved, and the external out-
look improves. Further strengthening of
economic activity is expected to have pos-
itive effects on labor market develop-
ments, with employment growth picking
up, and unemployment rate declining to
below 6.5 percent in 2025. This also
means that the labor market is expected
to remain tight, especially in construction
and services sectors. Notwithstanding la-
bor supply shortages, inflation is project-
ed to gradually decline over the fore-
cast horizon towards ECB's target level
of close to 2 percent, following tightening
of monetary policy and unwinding of
supply-side constraints. The fiscal balance
might slightly worsen compared to 2022,
averaging -1.3 percent of GDP over the
forecast horizon, but will continue to sup-
port a decline in public debt that will fall
below 60 percent of GDP in 2025.
Progress in poverty reduction is project-
ed to stall with the poverty rate expected
to stay stagnant in 2023 before declining
marginally over the next two years, to
1.2 percent in 2025.

TABLE 2 Croatia / Macro poverty outlook indicators (annual percent change unless indicated otherwise)

2020 2021 2022e 2023f 2024f 2025f
Real GDP growth, at constant market prices -8.6 13.1 6.3 1.3 2.8 3.0

Private Consumption -5.1 9.9 5.2 1.1 2.8 3.0
Government Consumption 4.3 3.0 3.0 2.0 2.4 2.7
Gross Fixed Capital Investment -5.0 4.7 5.8 3.2 2.9 3.2
Exports, Goods and Services -23.3 36.4 25.4 3.6 4.9 4.2
Imports, Goods and Services -12.4 17.6 25.0 4.2 4.6 4.0

Real GDP growth, at constant factor prices -7.5 12.6 6.5 1.3 2.8 3.0
Agriculture -0.2 8.2 6.0 2.5 2.5 2.5
Industry -4.1 9.0 2.3 1.0 3.0 3.0
Services -9.1 14.2 8.0 1.3 2.8 3.1

Inflation (Consumer Price Index) 0.2 2.6 10.7 7.2 3.2 2.3

Current Account Balance (% of GDP) -0.5 1.8 -1.8 -1.4 -0.8 0.3
Net Foreign Direct Investment Inflow (% of GDP) 1.4 4.8 5.2 4.5 4.1 4.0

Fiscal Balance (% of GDP) -7.3 -2.6 0.2 -1.5 -1.3 -1.1
Revenues (% of GDP) 46.7 45.9 44.8 44.0 43.0 42.2
Debt (% of GDP) 87.0 78.4 67.5 63.3 60.7 58.5
Primary Balance (% of GDP) -5.3 -1.1 1.4 -0.3 0.0 0.1

International poverty rate ($2.15 in 2017 PPP)a,b 0.3 0.3 0.3 0.3 0.3 0.3

Lower middle-income poverty rate ($3.65 in 2017 PPP)a,b 0.8 0.6 0.5 0.5 0.5 0.5

Upper middle-income poverty rate ($6.85 in 2017 PPP)a,b 2.1 1.7 1.4 1.4 1.3 1.2

GHG emissions growth (mtCO2e) -5.9 9.8 5.4 0.7 0.3 0.1
Energy related GHG emissions (% of total) 88.4 88.6 88.5 88.1 87.6 87.0

Source: World Bank, Poverty & Equity and Macroeconomics, Trade & Investment Global Practices. Emissions data sourced from CAIT and OECD.
Notes: e = estimate, f = forecast.
a/ Calculations based on ECAPOV harmonization, using 2021-EU-SILC. Actual data: 2020. Nowcast: 2021-2022. Forecasts are from 2023 to 2025.
b/ Projection using neutral distribution (2020) with pass-through = 0.87 (Med (0.87)) based on GDP per capita in constant LCU.
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