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The overall aim of SMAFIN is to generate permanent discussion forums on
energy efficiency investment topics and to establish them in the four
participating countries - Bulgaria, Croatia, Greece, and Romania - by highly
engaging stakeholders of governmental, financing, enterprise, and academic
sectors and other complementary sectors as think tanks, media, etc. The
forums will examine and exploit existing best practices, develop strategies,
action plans, and recommendations for improvements in the national policy
frameworks and follow their implementation. Having as a reference point the
Sustainable Energy Investment Forums (SEIF), SMAFIN main focus is the solid
stakeholder engagement, not just their involvement, and it is mainly
structured to strengthen engagement with all possible stakeholders and build
effective collaboration in energy-smart financing initiatives.
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Note
This factsheet 'Energy Efficiency Investments in Croatia. Policy Analysis and
Market Assessment' presents a summary of the findings as presented in the
reports (deliverables) prepared under Work Package 2.
Disclaimer
The sole responsibility for the content of this factsheet lies with the authors. It
does not necessarily reflect the opinion of the European Union. Neither the
CINEA, nor the European Commission, is responsible for any use that may be
made of the information contained therein.

1
CROATIA COUNTRY REPORT
Policy making is a repetitive process and as unlocking private financing for energy
efficiency investments is still a challenge that many countries face, the continuation
of the dialogue between decision-makers and various private and public institutions
is essential for new policy and financial instruments to be holistically designed, as
well as to redesign the existing instruments. Country reports can be utilised in the
dialogue between stakeholders, as they are a derivative of findings for each country
that cover energy efficiency framework and explore relevant initiatives to build on
them.
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MARKET CONTEXT OVERVIEW
The building sector in Croatia (residential and non-residential buildings) accounts
for 42,3% of national final energy consumption. Buildings in Croatia were mostly
built before 1987 and as such do not have adequate thermal insulation. As many as
83% of buildings have large heat losses, with average energy consumption for
heating of 150 to 200 kWh/m2, which categorises them as a building of E energy
efficiency rating.
The residential building stock (family houses and multi-apartment buildings) covers
the total usable area of 178.592.460 m², out of which 110.143.965 m² should be
renovated by 2050¹. Almost two-thirds of the residential building stock is located in
continental Croatia, where the average monthly outdoor air temperature of the
coldest month is ≤ 3°, indicating higher energy consumption during winter.
Non-residential building stock includes public buildings and commercial buildings
and the total usable area of the non-residential building stock in 2020 intended for
renovation by 2050 is 58.722.937 m². Usable public building stock area which should
be renovated by 2050 covers 16.099.527 m², whereas the usable area of nonresidential commercial building stock which should be renovated by 2050 covers
the area of 42.623.410m².
Currently, Croatia is behind its set targets for energy renovation of residential
buildings as the renovation rate of residential buildings amounted to 0,7% annually
instead of the intended 3%.
www.smafin.eu
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Picking up the renovation pace is also outlined in the Long-term Strategy for
mobilising investment in the renovation of the national building stock up to 2050
(hereinafter: Long-term Strategy), which sets a target of increasing the renovation
rate to 3% by 2030. A large portion of the funding necessary for the upcoming largescale renovations should come from investment grants and the ESCO market,
however, mobilisation of additional private capital will be crucial for closing the
financial gap. Additionally, the Long-Term Renovation Strategy acknowledges that
the primary role of the state should not be providing financial resources for energy
reconstruction, but instead creating and improving conditions to create a
favourable investment climate among investors for the realisation of the necessary
investments.
These objectives and acknowledgments are reflected and addressed in the Croatian
strategic framework that will form policies and investments in the upcoming
period.

FIGURE 1: OVERVIEW OF CROATIAN STRATEGIC FRAMEWORK
SOURCE: REGEA

www.smafin.eu

4

The implementation of objectives indicated in the strategic documents will be
mostly funded by the Recovery and Resilience Facility (RRF), from which Croatia is
allocated EUR 9,4 billion for financing the implementation of key structural reforms
until 31st of August 2026. Besides RRF funds, another EUR 12 billion is earmarked to
Croatia within the MFF for the 2021-2027 period. An integral part of the RRF is the
National Recovery and Resilience Plan (NRRP) which provides a structure and a
roadmap for investments and reforms funded from the RRF. The figure below
shows the grants and loans allocation per each strategic component and initiative
in Croatian NRRP.

FIGURE 2: ALLOCATION OF FUNDS PER STRATEGIC COMPONENT IN NRRP
SOURCE: REGEA
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ENERGY EFFICIENCY MARKET IN CROATIA
Despite diverse figures about the exact energy-efficient project market size, it is
clear that there is a large potential for market development and the need for such
projects in Croatia. Nevertheless, there are a number of reasons which are behind
the slow development of the energy efficiency (energy renovation) market, and they
can be categorised based on stakeholder groups: potential (private) investors,
financial institutions and government (local, regional and national level).
a. Potential investors (companies) – energy renovation projects are perceived as
low-risk projects but with a long period of return on investment and as such
are not attractive to investors seeking a return on investment in a short period
of time. Additionally, lack of continuity in publishing grant public calls
generates issues with forecasting expenditures and preparing projects, as the
investors cannot predict funding and timing of the grant, both very relevant
parameters for determining return on investment.
b. House/building owners – the majority of the energy renovation measures are
implemented in the residential sector on houses and multi-apartment
buildings. A major barrier for this group is of financial nature, i.e. lack of funds.
Ministries and other governmental bodies tried addressing this barrier by
publishing public calls and offering grants. However, this has led to investors
waiting on public calls and hesitating to invest in energy efficiency measures
without governmental financial support. Additionally, low energy prices
disincentivise house owners to invest in energy efficiency improvements, as
well as relatively short loan tenors (10 to 15 years at maximum).
c. Financial institutions – energy renovation projects have an impact on
reducing existing costs and tend not to generate direct cash receipts. Such
financial benefits are more susceptible to technical risk and user behaviour
and are the reason why financial institutions were less inclined to finance this
type of project or by requiring high-interest rates and large guarantees.
However, by offering grants, guarantees backed by HBOR through ESI Funds
or innovative financial instruments, these issues can be eliminated.
d. Government – according to the Long-Term Renovation Strategy and the
practical experience of REGEA, a burning issue with the governmental sector is
lack of funds and insufficient financial strength to carry out the entire
investment. This is especially accurate in cases of local governments tackling
limited budgetary resources and statistical treatment of EPC projects.
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The use of public subsidies is the most common practice to finance energy
efficiency projects, especially in the buildings sector and public lighting. Aside from
public subsidies, financial institutions offer loans for improving energy efficiency by
renovation, usually coupled with grants for this purpose. A combination of high cofunding grant rates and energy efficiency loans fuels interest for energy efficiency
improvement in the residential sector.
Despite the long-term loans being the most used financial instrument for EE
investments, the EPC model is recognised as a major facilitator of EE projects
financing in the public sector. Although the availability of investment grants for
building renovation constraints interest in EPC, an opportunity for utilising
investment grants in ESCO’s favour can be seen in combining the EPC model with
grant financing and such model is supported by the NRRP.
Suggestions for further developing energy efficiency market were also discussed
during SEIF and SMAFIN roundtables that took place in 2020 and 2021 and the
following conclusions were reached:
▪ The implementation of standardised documentation and regulations in the
SMAFIN consortium countries is vital is for the sustained growth of the ESCO
and EPC markets but also for building trust and developing a healthy and
transparent relationship between EE stakeholders.
▪ According to the Long-Term Energy Renovation Strategy, the estimated size of
investments in increasing the energy efficiency of the building stock shows
that it is necessary to reduce the risk of energy renovation projects through the
aggregation of smaller projects, which is not a common practice in Croatia.
However, the recently held SEIF roundtable highlighted the need for
standardised documentation, which would enable projects to be reduced to a
common denominator, thus enabling easier comparison and aggregation.
▪ Furthermore, setting up a national programme for combined financing for
public buildings is a highly sought-after initiative, which would increase the
potential of additional private sector investments and direct the investments in
increasing the energy efficiency in the public sector building stock.
▪ The initialisation of a national one-stop-shop for public buildings, multiapartment buildings, family houses and industry that would coordinate the
process of establishing regional and local OSS, as well as contribute to
developing necessary content to support and assist the energy renovation
across the country.
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SMAFIN CONSORTIUM OVERVIEW
With the EU’s efforts to place energy efficiency at the heart of its strategy to
become the first climate-neutral continent by 2050, SMAFIN countries are tapping
energy efficiency potential and using the EU funds to finance energy efficiency
investments and increase energy savings.
However, energy efficiency subsidies differ from market to market and can distort
the perception and involvement of the beneficiaries, mainly in the buildings sector.
The number of incentives varies between countries as shown in the figure below.
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FIGURE 3: PER CAPITA SUBSIDIES FOR EE IN THE COUNTRIES OF THE SMAFIN CONSORTIUM
SOURCE: TRINOMICS REPORT ²
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Among the beneficiaries of the EE investments and clients for the FIs, the industrial
sector seems to be more committed, trustworthy, and financially capable than
municipal or residential clients. Companies’ expenditure on the energy efficiency of
their total investment in 2019 was between 10% (Croatia, Greece, Romania) and 16%
(Bulgaria)³.
On the other hand, the ESCO market is experiencing lower development rates in all
four countries due to difficulties with accessing equity and debt for long-term
growth, short-term financing for project implementation, and long-term financing
for the performance period. A combination of ESCO with grant financing can be a
successful approach for certain projects but is rarely applied.
The ESCO market in Croatia is still quite small and the projects financed by using
the energy service model are mostly in the public lighting sector. However, Croatia’s
ESCO market remains one of the most developed within countries of the SMAFIN
consortium. The recent JRC report⁴ gives the following evaluation of the EPC
markets across SMAFIN consortium countries:

2017 - 2019

Expectations 2020 -2023

Bulgaria

Small but developing

Reverse negative trend

Croatia

Mature and developing

Maintain growth

Greece

Preliminary market

Market may take-off

Romania

Non-existent

Not expected to take-off

TABLE 1: EVALUATION OF THE EPC MARKET ACROSS SMAFIN CONSORTIUM

Stakeholders in all four SMAFIN countries share the conviction that for the EE
projects market to flourish, collaborative actions along the entire value-chain have
to be carried out – from the project planning stage up to the monitoring phase,
using verification and standardisation tools and protocols, while additional efforts
are put towards efficient communication and large-scale behaviour change
campaigns focused on the application of alternative financing instruments with a
reduced grant component, transitioning to market-based financing.
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