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Abstract: Innovation is a key driver of competitiveness and sustainable
development of small and medium-sized enterprises (SMEs) in Croatia.
This paper aims to explore the role of innovation in the development of
small and medium-sized enterprises (SMEs), with a particular empha-
sis on the impact of European Union (EU) funds on innovative activities
and business growth. Analysis of recent scientific literature, statisti-
cal data, and practical examples has been used. The results show that
European funds have made a significant contribution to increasing the
innovation capacity of SMEs through funding for research, develop-
ment, and digitalisation. However, challenges such as administrative
obstacles and a lack of skilled staff continue to limit the full potential
of innovation. It concludes that further strengthening of institutional
support and education is key to increasing the efficiency of the use of
EU funds and stimulating innovation in SMEs.
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1. Introduction

Small and medium-sized enterprises (SMEs)
form the backbone of the economy of the Euro-
pean Union and Croatia, generating a significant
share of employment and gross domestic prod-
uct (Eurostat, 2023). In the modern globalised
market, innovation is recognised as a key factor
in the competitiveness, resilience, and sustain-
able development of SMEs (Hervas-Oliver et al.,
2021). Innovation enables enterprises to develop
new products, services, and business models,
increase productivity, and successfully adapt to
changing market conditions. In addition, the Com-
mission will continue to monitor the implemen-
tation of the Union’s macro-financial assistance
to the countries of central and eastern Europe,
in particular the countries of the former Yugo-
slav Republic of Macedonia, the former Yugoslav
Republic of Macedonia, and the former Yugoslav
Republic of Macedonia. In this context, European
Union funds are becoming a key source of finan-
cial and technical support to stimulate innovation
and technological development. Through various
programmes and initiatives, EU funds provide
SMEs with access to funds for research, develop-
ment, digitalisation, and internationalisation of
business. This paper aims to analyse the role of
innovation in the development of SMEs in Croa-
tia and to investigate how European funds affect
innovation activities and business growth of these
enterprises. The paper provides an overview of

recent literature, presents relevant statistical
data, and analyses challenges and opportunities
for further development of the innovation ecosys-
tem in Croatia.

2. Innovations

Innovations are defined as a process of creating
new or improved products, services, or business
processes that bring value added to the company
and society (OECD, 2018). MSPs, because of their
flexibility and agility, often implement innovation
faster than large companies, but face limitations
such as a lack of resources and professional knowl-
edge (Hervas-Oliver et al., 2021). Innovations in
small and medium-sized enterprises (SME) are
not exclusively related to the development of new
technologies, but also include adoption and reor-
ganization of business routines, internal organiza-
tions, and external relations, or non-technological
innovations (Barrafiano, 2003). Empiric studies
show that companies often have an incentive to
implement non -non-technological innovation just
when they introduce technological innovations
(Schmidt & Rammer, 2007). This complementary
relationship between technological and organi-
zational innovations is particularly emphasized in
the literature on development strategies, where
it is emphasized that for the successful develop-
ment of the process, it is necessary to consider
technological and non-technological (organiza-



tional) innovations (Womack et al., 1990). Organi-
zational innovation, according to the definition of
OECD (2005: 177), implies “the implementation of
new organizational methods in the business prac-
tice of businesses, organizing a job or external
relationships “. While some authors believe that
the process of process and organizational innova-
tion is conceptually linked, others observe them
as integral parts of the wider strategy of the pro-
cess (Edquist et. 2001). (Hall et al., 2009).

2.1. Innovation and its importance for SMEs

Innovation is the process of creating and imple-
menting new ideas, products, services, or busi-
ness models that bring value added to the
company and society (OECD, 2018). For MSP inno-
vations, they represent a key strategy to increase
competitiveness, access to new markets, and
long-term survival. In Croatia, the SME innovation
activity is below the EU average, which is related
to challenges such as a lack of financial resources,
less developed innovation networks, and limited
access to knowledge and technology (European
Innovation Scoreboard, 2023). In accordance with
the statistics of statistics from the European Inno-
vation Scoreboard 2023 (EIS 2023), Croatia is clas-
sified as “Emerging Innovators” - countries with
an innovation performance below the EU aver-
age. The total innovation performance of Croatia
is 67.5% of the EU average (EU = 100).

In the period 2016-2023. Croatia’s innovation per-
formance has increased by 2.2 percentage points,
but it still lags behind Central European and West-
ern European countries. The strongest sides of
Croatia are in the field of “digitization”, while the
weakest in the investment of the private sector
in research and development (R&D) is the share
of MSP with innovation activities (new products/
processes) in Croatia is 36.3% (EU average: 52.8%)
MSP proportion that cooperate on innovation:
Croatia 7.2% (EU average: 10.3%). Public invest-
ments in research and development (as % of GDP):
Croatia 0.97 (EU average: 2.27 %). These data are
displayed (Table 1.)

In accordance with Table 1, it can be seen that
Croatia continues to rank among the countries
with a below-average innovation performance,
reaching 67,5% of the European Union average.
Although some progress has been made in the
last seven years (+2.2 percentage points), Croa-
tian SMEs still lag behind the European average in
innovation activities. In particular, there is a lack
of private investment in research and develop-
ment, which further limits the innovation capacity

&

Table 1. Key Innovation Indicators

Indicator Croatia EU
Average
Overall innovation
performance (EU=100) 67.5 100
SMEs YVIth prgduct/process 36.3 528
innovations (%)
SMEs collaborating on
innovation (%) 72 103
Public investment in R&D
(% of GDP) 0.97 2.27
Growth in performance 22 _
(2016-2023)innovation PP

Source: European Innovation Scoreboard 2023, European
Commission (Link to Report and Interactive Data), 2023.

of the domestic economy (European Innovation
Scoreboard, 2023).

2.2. The role of EU funds in SME innovation

The European Union recognises the importance
of SMEs for economic growth and innovation, and
through various funds (e.g. the European Regional
Development Fund (ERDF, Horizon Europe, and
COSME) provides funding to stimulate innovation,
and the European Commission is also responsible
for the implementation of the European Regional
Development Fund (ERDF). In addition, the Com-
mission will continue to monitor the implementa-
tion of the Union’s macro-financial assistance to
the countries of Central and Eastern Europe, in
particular in the context of the implementation
of the Union’s macro-financial assistance to the
countries of Eastern Europe. In Croatia, EU funds
have become a key source of funding for innova-
tion, especially after joining the EU in 2013.

According to the European Commission, more
than 4,000 SMEs benefited from EU funding for
innovation projects in the period 2014-2023,
resulting in an increase in the number of innova-
tive products and services on the market. In addi-
tion to the above, the Commission also notes that
in the period 2014-2023, more than 4,000 SMEs
in Croatia benefited from grants from EU funds
for the implementation of innovative projects
(Source: European Commission, HAMAG-BICRO).
The total value of grants awarded for innovation
and SME development exceeded EUR 1,2 billion.
The largest number of projects has been funded by
the European Regional Development Fund (ERDF),
with significant funding also drawn from Hori-
zon 2020/EU, COSME, and the EIT programmes.
The most commonly funded activities include:
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development of new products and services, digi-
talisation of business, optimisation of production
processes, internationalisation, and green tech-
nologies. According to data from the Ministry of
Economy and Sustainable Development, thanks
to these projects, More than 1,500 new products
and services have been put on the market. Over
8,000 new jobs have been created in innovative
SMEs. SMEs that have benefited from EU funds
have, on average, recorded 2.1 times more rev-
enue growth than SMEs that have not benefited
from such funds. In addition, the share of SMEs
investing in innovation has increased from 31% in
2014 to 36,3% in 2023. (EIS, 2023). (Table 2).

Table 2 shows key indicators of EU use of Innova-
tion funds in Croatian MSPs from 2014 to 2023.
According to the data shown, more than 4,000
MSPs used grants for innovation projects, result-
ing in the placement of more than 1,500 new
products and services on the market. The total
value of approved funds exceeded EUR 1.2 bil-
lion, and thanks to these projects, more than
8,000 new jobs have been created. Significantly,
the SME that used EU funds generated an aver-
age of 2.1 times higher revenue growth than
those who did not participate in these programs.
These results indicate the positive impact of EU
funds on the innovation capacity, employment,
and competitiveness of small and medium-sized
enterprises in Croatia.

2.3. The innovation ecosystem in Croatia

The innovation ecosystem in Croatia includes
SMEs, research institutions, universities, develop-
ment agencies, and state institutions. To achieve
the objectives of this Regulation, the Commission
may adopt implementing acts, by the examination
procedure referred to in Article 58 of Regulation
(EU, Euratom) No 966/2012 of the European Par-
liament and of the Council of 25 October 2012 on
the financial rules applicable to the general budget
of the Union and repealing Council Regulation (EC,
Euratom) No 1605/2002 (OJ L 298, 26.10.2012, p.

1). The innovation ecosystem in Croatia is charac-
terised by numerous challenges, as confirmed by
the latest statistical indicators. The share of small
and medium-sized enterprises (SMEs) collaborat-
ing on innovation, for example with research insti-
tutions, universities, or other enterprises (Edquist,
2001)i is only 7,2%, compared to the European
Union average of 10,3% (European Innovation
Scoreboard, 2023). This difference indicates that
the links between science and the economy are
less developed than the European average. In
addition, the share of SMEs with innovative activi-
ties, i.e., those introducing new products or pro-
cesses, in Croatia is 36,3%, while the EU average
is significantly higher, at 52,8%. These data point
to limited innovation capacities and lower innova-
tion intensity in the Croatian SME sector. Public
investment in research and development (R&D) in
Croatia amounts to 0,97% of GDP, which is more
than twice less than the EU average of 2,27% of
GDP. This level of investment limits the develop-
ment of research infrastructure and technology
transfer opportunities. In terms of the results of
innovation activities, the number of patents per
million inhabitants in Croatia is 3.1, while the EU
average is 36.5. This difference further illustrates
the lower commercialisation of innovation and
the lower contribution of the research sector to
the economy. In the case of SMEs, the number of
SMEs in the Union is estimated to be around 10
million, while the number of SMEs in the Union
is estimated to be around 10 million. Although
there are more than 50 research institutions and
transfer centres in Croatia, most of the coopera-
tion with the economy is concentrated in Zagreb
and several larger cities (Ministry of Economy
and Sustainable Development, 2023), indicating
regional disparities within the innovation ecosys-
tem. In addition, the share of SMEs using technol-
ogy transfer services is only 4%, which is another
indicator of the limited capacity to transfer knowl-
edge and technology from the scientific to the
business sector (European Innovation Scoreboard,
2023). In addition, in order to facilitate the devel-

Table 2. Using EU funds for innovation in Croatian MSPs (2014-2023)

Indicator Value
Number of SMEs benefiting from EU innovation funds >4,000
Total value of approved funds 1.2 billion EUR
New products/services launched on the market >1,500
Number of newly created jobs >8,000
Average revenue growth of SMEs with EU funds 2.1 times higher than others

Source: European Commission, 2023; Hamag-Bicro, 2023; Ministry of Economy and Sustainable Development, 2023.



opment of the innovation ecosystem in Croatia, it
is necessary to provide for the establishment of a
network of national and regional innovation part-
nerships, in order to facilitate the development of
the innovation ecosystem in Croatia. These chal-
lenges require targeted policy measures aimed
at strengthening institutional support, increasing
investment in research and development, and fos-
tering cooperation between science and business.
The key indicator for the innovation ecosystem in
Croatia is available in Table 3.

Table 3. Innovation Performance of SMEs in Croatia
Compared to the EU Average (2023)

Indicator Croatia EU
Average
Share of.SMEs cgllaboratlng on 79 103
innovation (%)
Share of SMEs with innovation
activities (%) 36.3 >2.8
Public investment in R&D
(% of GDP) 0.97 2.27
Number of patgnts per million 31 365
inhabitants
Share of SMEs collaborating 5 _
with scientific institutions (%)
Share of SMEs using technology 4 _
transfer services (%)

Source: European Commission. (2023). European
Innovation Scoreboard 2023. Publications Office of
the European Union. Available at: https://research-
and-innovation.ec.europa.eu/statistics/performance-
indicators/european-innovation-scoreboard_en

Table 3 shows the key indicators of the innova-
tion ecosystem in Croatia compared to the EU
average for 2023. The analyzed data indicate
several structural weaknesses of the Croatian
innovation system. First, the share of small and
medium-sized enterprises (SMEs), which cooper-
ate on innovation in Croatia, is only 7.2%, which
is significantly below the EU average of 10.3%.
The ability of SMEs to leverage external sources
of knowledge and collaborate with other enti-
ties has proven to be crucial for their innovative-
ness and business performance (Radicic & Pugh,
2017). This information suggests that the con-
nections between the entrepreneurial sector
and other actors of the innovation ecosystem,
such as universities and research institutions,
are still underdeveloped. Second, only 36.3% of
Croatian sme is carried out by innovation activi-
ties (eg, developing new products or processes),
while this EU level is 52.8%. This indicates a lower
intensity of innovation in the Croatian MSP sector
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and potentially limited capacity for the devel-
opment and commercialization of innovation.
Public investments in research and development
(R&D) in Croatia amount to 0.97% of GDP, which
is more than twice less than the European aver-
age (2.27% of GDP). This level of investment limits
the development of research infrastructure and
innovation projects. The number of patents per
million inhabitants in Croatia is 3.1, while the EU
average is 36.5. This difference further confirms
the weaker commercialization of knowledge and
innovations in the Croatian context. Particularly
worrying is that only 5% of SME cooperate with
scientific institutions, and only 4% use the ser-
vices of technology transfer services, which indi-
cates a very limited transfer of knowledge from
scientific institutions to the economy. Table 3
indicators confirm that the innovation ecosystem
in Croatia is fragmented, with insufficiently devel-
oped connections between science and economy,
and limited capabilities for technology transfer. To
strengthen the innovation potential, it is neces-
sary to increase investment and development, to
encourage cooperation between entrepreneurs
and scientific institutions, and to develop systems
for more efficient technology transfer. These data
point to limited innovation capacities and lower
innovation intensity in the Croatian SME sector,
which is also confirmed by previous research on
Croatian SMEs (BoZi¢ & Rajh, 2016).

2.4. Administrative obstacles

The development of small and medium-sized
enterprises (SMEs) in Croatia faces a number of
administrative obstacles that significantly affect
their innovation and ability to use European Union
funds. These obstacles can be viewed through
several key dimensions. The first key dimension
is the changing and complex regulatory environ-
ment. The Croatian business environment is char-
acterized by frequent and unpredictable changes
in legal regulations that make it difficult for SMEs
to follow and adapt to new regulations (Obadic,
Ravselj, & Aristovnik, 2020). Since 2006, some 500
regulations have been introduced and amended,
creating instability and additional administrative
costs, in particular for smaller entities that do not
have the resources to adapt promptly. The Gov-
ernment of the Republic of Croatia recognises this
problem and has introduced the ‘Think Small First’
principle, which seeks to put SMEs at the centre of
the policy and regulation process to reduce their
administrative burden (European Commission,
2019). In addition, an SME test has been intro-
duced to assess the impact of by-laws on the SME
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sector, but its implementation is still insufficiently
digitised and often paper-based, which reduces
the efficiency and transparency of the process.
In particular, SMEs face disproportionately high
administrative and regulatory burdens compared
to larger companies. This includes labour market
challenges, such as legal restrictions on employ-
ment, minimum wages, and working hours, which
further hamper their operational flexibility and
competitiveness.

The third key dimension relates to the lack of
capacity to use EU funds. In particular, one of the
key obstacles for SMEs is the lack of information
and capacity to prepare and submit projects for
EU funds (BoZi¢ & Rajh, 2016). This reduces their
ability to take advantage of the available finan-
cial resources for innovation and development.
Although EU funds offer significant support, such
as innovation competitions for newly established
SMEs with up to 85% of grants, many entrepre-
neurs lack the necessary expertise or resources to
effectively apply and implement projects.

The fourth key dimension is the limitation of EU
funds in overall competitiveness enhancement.
Thus, EU funding is often focused on specific
investments, e.g., the purchase of machinery,
while the focus is less on overall competitive-
ness enhancement of SMEs (Cuc¢kovié & Vuckovié,
2018). The Commission considers that the aid is
compatible with the internal market within the
meaning of Article 107 (3) (c) of the Treaty.

The fifth key dimension is the problems of access
to finance and human resources. In addition to
administrative challenges, SMEs also face prob-
lems in accessing funding, including high human
resource costs and a lack of adequate infrastruc-
ture to support innovation. These factors further
delay their development and ability to compete in
the domestic and international markets. In addi-
tion, the Commission will continue to monitor the
implementation of the Union’s macro-financial
assistance to the countries of Central and East-
ern Europe and the associated countries. In addi-
tion to financial support, the EU seeks to increase
competitiveness and employment in the sector
through various joint investment schemes, start-
up capital, and infrastructure support. However,
in order to make the most of these funds, it is
necessary to strengthen the internal capacity of
SMEs to prepare and implement projects and to
simplify administrative procedures. (Womack et
al., 1990). In order to ensure the effective imple-
mentation of the Union’s macro-financial assis-
tance, the Commission shall develop and imple-
ment a comprehensive and integrated approach

to the macro-financial assistance.

In light of the above, administrative obstacles in
Croatia affecting the development of SMEs and
their innovation include a complex and changing
regulatory environment, high regulatory burdens,
a lack of capacity to use EU funds, and limited
access to financing and human resources. While
EU funds provide significant financial and insti-
tutional support, their effectiveness depends on
SMEs’ ability to adapt and take advantage of these
opportunities. The systematic application of the
‘start small’ principle and further simplification of
administrative procedures are key to stimulating
innovation and sustainable development of the
SME sector in Croatia.

2.5. Lack of skilled staff in Croatia for SMEs

The lack of skilled personnel in Croatia is a key
obstacle to the development of small and medium-
sized enterprises (SMEs), especially in the context
of their innovation and use of European Union
funds. The Croatian labour market faces a short-
age of qualified workers, which is also confirmed
in regional strategic documents such as the Strat-
egy for the Development of Human Potentials of
Medimurska County until 2027, which emphasises
the need for the development of competences
and education in STEM areas and technical pro-
fessions (Medjimurska County, 2020). Scientific
analyses indicate that in Croatia, the total number
of PhDs in natural sciences, technology, engineer-
ing, and mathematics is relatively low, and only
about 15% of them are employed in the business
sector, which further limits the innovation poten-
tial of SMEs (University of Zagreb, Faculty of Geo-
technical Sciences, 2023). This shortage of skilled
staff makes it difficult for SMEs to prepare and
implement projects financed by EU funds, which
require specific knowledge and skills for manag-
ing innovation and administrative processes. The
Commission will continue to monitor the imple-
mentation of the Union’s macro-financial assis-
tance to the countries of Central and Eastern
Europe in order to ensure that the Union’s macro-
financial assistance is consistent with the Union’s
macro-financial assistance. However, the exist-
ing gap between labour market needs and edu-
cational programmes slows down the develop-
ment of SMEs and their ability to take advantage
of EU funding for innovation. As a key instrument
to stimulate innovation, EU funds require SMEs
not only to have financial resources but also to
have the capacity to manage projects effectively.
The lack of qualified staff reduces the success of
project applications and implementation, which



limits their contribution to competitiveness and
the development of entrepreneurship. In order to
stimulate innovation and the sustainable develop-
ment of the SME sector in Croatia, it is necessary
to implement policies that will improve the educa-
tion, training, and retention of professional staff,
as well as strengthen cooperation between scien-
tific institutions and enterprises. This will increase
the capacity of SMEs to take advantage of EU
funds and their capacity for innovative growth.

2.6. Strengthening institutional support and
education

The strengthening of institutional support and
education is crucial for the development of inno-
vation in small and medium-sized enterprises
(SMEs) in Croatia, especially with an emphasis
on the exploitation of EU funds. The institutional
framework in Croatia includes a number of pro-
grams and agencies that provide financial, advi-
sory, and educational support for SMEs in all
stages of development and innovation. For exam-
ple, the Croatian Agency for Small Economy, Inno-
vation and Investment (HAMAG-BICRO) offers a
wide range of services, including professional con-
sultation, assistance in the preparation of projects
for EU funds, seminar and workshop organization,
and support in the internationalization of SME.
These activities significantly contribute to the
strengthening of the capacity of entrepreneurs for
innovation and increase their ability to effectively
use EU funds (HAMAG-BICRO, ND) also, through
calls such as the “Innovation of the SME” Ministry
of Economy continuously encourages the devel-
opment of innovation with an emphasis on radical
innovation and commercialization of products and
services. These calls allow SME access to grants
ranging from 150,000 to 1,500,000 kuna, which is
a significant impetus for strengthening their inno-
vation capacities (Ministry of Economy, 2024).
Innovation vouchers represent another important
instrument for strengthening the cooperation of
SME with scientific research institutions. Through
these MSP vouchers, they can financially support
research and development activities that result in
new products, services or processes, which raises
their innovation potential and competitiveness
(HOK, 2025) the Ministry of Economy also works
to improve the business climate through digitiza-
tion and simplification of administrative proce-
dures, which further facilitates SME’s access to
institutional support and (Ministry of Economy,
2025) In short, strengthening institutional sup-
port and education through financial instruments,
advisory services and encouraging cooperation
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with scientific institutions is a key factor for the
development of innovation in MSPs in Croatia.
These measures increase the ability of SMEs to
successfully apply for EU funds, develop competi-
tive innovative products and services, and con-
tribute to sustainable economic growth.

3. Methodology

This work uses a combination of qualitative and
guantitative methods. Secondary data from sci-
entific articles, reports of the European Com-
mission, Eurostat, and National Bodies (HAMAG-
BICRO, Ministry of Economy and Sustainable
Development) were collected. The qualitative
part includes an analysis of the study of the Croa-
tian SME case that successfully uses EU funds for
innovation. The case study was selected on the
basis of publicly available sources and reports on
successful projects. The following is an interesting
example

3.1. Case study: SME Infobip d.o.o.
innovation and international growth
supported by EU funds

Infobip d.o.o. is one of the most successful exam-
ples of a Croatian SME, which, through the stra-
tegic use of European Union funds, has achieved
significant technological development and inter-
national expansion. Founded in 2006 in Vodnjan,
the company specializes in the development of
communication platforms in the cloud, allowing
companiesto send messages, voice calls, and other
digital services. Over two decades of business,
Infobip d.o.0. has grown into a global leader with
offices in more than 60 countries, and its products
are used in key sectors such as banking, telecom-
munications, and retail (Hamag-Bicro, 2023). The
key element of the success of SME Infobip d.o.o. is
the continuous development of innovation, which
is largely enabled through financial support from
the European Regional Development Fund (ERDF).
As part of the Operational Program Competitive-
ness and Cohesion, Infobip has used EU funds to
finance research and development (R&D) for new
digital solutions and to strengthen the capacity
of its research team (Ministry of Economy and
Sustainable Development, 2023). This financial
support has made it possible for a company to
develop advanced modules based on artificial
intelligence (Al) and machine learning, which
automate communication processes and allow
personalization of interaction with users. In addi-
tion to technological development, EU funds were
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key to hiring highly educated experts in the fields
of computer science, which further strengthened
the company’s innovation capacity. Increasing
the number of experts by more than 30% during
the EU project implementation allowed Infobip
to accelerate the development of new products
and adapt to the specific demands of different
international markets (HAMAG-BICRO, 2023). The
results of these investments have been visible
in the continuous growth of revenue, which has
recorded annual growth rates above 20% in the
last five years. This growth is not only a reflection
of increased sales but also of the successful inter-
nalization of business, which has become one of
the largest Croatian exporters in the ICT sector
with a significant global market share (Ministry of
Economy and Sustainable Development, 2023).

The case study of Infobip d.o.o. illustrates how
the strategic and targeted use of EU funds can
be crucial for the development of SMEs in high-
tech sectors. The financial support has enabled
the accelerated development of innovation, the
strengthening of human potential, and interna-
tional competitiveness, which are key factors for
sustainable growth and positioning on the global
market. This example confirms the importance
of EU funds as a catalyst for innovation and an
incentive for the competitiveness of Croatian
SMEs at the world level. It is particularly signifi-
cant to note that in 2020, Infobip d.o.o. became
the first Croatian “unique” startup to exceed $1
million, partly as a result of investments in inno-
vation and international expansion made possible
through EU funds. Also, global cloud communica-
tions platform Infobip was named a leader in the
new edition of the Omdia CPaa$S Universe report.
This is the third such recognition for Infobip, and
the company has further improved its position
compared to the 2023 edition. The Omdia CPaa$S
Universe report presents a comprehensive analy-
sis of the Communication Platform-as-a-Service
(CPaaS) market, based on the company’s forecasts
and insights from research among business users.
In addition, it provides a projection of the key
capabilities, characteristics, and attributes that
are important for the development of the market.
Omdia recognises Infobip as a leading provider of
CPaaS services, delivering superior communica-
tions services to businesses, developers, partners,
and telecoms. Infobip d.o.o. offers a wide range of
communication channels and APIs. One of its key
differentiators from other market players is that
it is a leader in integrating new communication
channels for business users, such as RCS business
messages and other forms of communication,
which are key growth drivers for the industry and

the company itself. Infobip further strengthens
the ecosystem of network APIs and helps users
achieve business goals through innovations based
on Al and Gen Al technologies”, said Pamela Clark-
Dickson, Chief Analyst at Omdia.

3.2. Indicators of the involvement of
InfoBipa d.o.o. in the project

Infobip d.o.o. has directed EFRR funds to develop
advanced digital solutions, especially modules
based on artificial intelligence (Al) and machine
learning (ML), the employment of highly educated
experts from the STEM area, and internationaliza-
tion of business. These investments have made it
possible for companies to remain a technological
leader in the field of communication platforms in
the cloud, which has strengthened competitive-
ness and increased market reach (Infobip, 2023).
During the EU project implementation period
(2018-2023), the number of employees in Info-
bipa experts increased by more than 30%, which
is directly related to the intensity of research and
development activities (Infobip, 2023). In the
same period, the company’s revenues grew at
annual rates above 20%, and Infobip developed
innovative communication platforms used by mil-
lions of users around the world (Ministry of Econ-
omy and Sustainable Development, 2023). Thanks
to these results, Infobip has become one of the
largest Croatian exporters in the ICT sector, with
offices in more than 60 countries.

Table 4 shows the key indicators of the business
development of Infobip in the period 2018 to
2023, with a particular emphasis on the impact of
using funds from EU funds on innovation activi-
ties and international companies’ growth. Analy-
sis of the available data indicates a strong posi-
tive effect of EU funds on all aspects of this SME
from the ICT sector. First, the number of Infobip
employees increased by more than 30% during the
implementation of EU projects, indicating a direct
strengthening of human resources and research
and development capacity of the company. This
employment growth is the result of the need for
new knowledge and skills, especially in the field
of advanced digital technologies, artificial intelli-
gence, and machine learning, which were focused
on funded projects. The average annual revenue
growth rate was more than 20% in the observed
period, which significantly outweighs the average
of the sector and confirms that innovations and
internationalization, EU funds, are key triggers of
sustainable growth. Thanks to these investments,
Infobip has expanded its business to more than
70 countries, making it one of the most important



Croatian exporters in the ICT sector and a globally
recognizable market actor. It is especially impor-
tant to emphasize the development of more than
five new modules and platforms based on artifi-
cial intelligence and machine learning, which tes-
tifies to the high level of the company’s innovation
capacity. These results are directly related to the
use of EU funds for research and development,
which enabled accelerated development and
commercialization of innovative solutions. Finally,
Infobip, in 2020, became the first Croatian “uni-
corn”, that is, a startup whose value exceeded one
billion US dollars. This status is not only a symbolic
success, but also a certificate that strategic use of
EU funds in combination with innovation culture
and internationalization of business is crucial to
achieve global competitiveness and sustainable
growth of Croatian SME.

Table 4 data confirms that EU funds have had a
multiple positive effect on the development of
Infobip from strengthening human resources
and innovation activities, through revenue and
internationalization growth, to global market
success. This example can serve as a model of
good practice for other Croatian MSPs that seek
to strengthen their innovation and exporters of
capacity through the effective use of European
financial instruments available. In the context of
the development of high-tech companies in the
territory of Croatia and the wider region, the
Analysis of the Infobipp Business Company - one
of the most prominent Croatian technological
entities with global reach - indicates a number
of structural and regulatory challenges that act
limiting to innovation capacity and organizational
growth. Although Infobip has been able to posi-
tion itself as a global leader in the field of commu-
nication platforms, its action in the domestic and
regional markets is continuously confronted with
some obstacles arising from the fragmentation
of the legal framework, administrative complex-
ity, lack of qualified labor, and general regulatory
inconsistency. One of the key challenges refers to
the fragmentation of the legal regulation, espe-
cially in the domain of the protection of personal
data. As a company that operates in more than 70
countries, Infobip is facing the need for simultane-
ous compliance with different legal frameworks,
including the General Data Protection Regulation
(GDPR) in the European Union, as well as local
regulations in every country of business. Such
complexity not only increases legal risks when
collecting and processing data, but also requires
the engagement of local legal advisers and addi-
tional resources to align, which directly affects the
costs and operational efficiency. In the Croatian
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Table 4. Key indicators of the development of Infobip in
the context of EU funds (2018-2023)

Value

Indicator (2018-2023)

The number of employees

[v)
increased during the EU projects +30%

Average annual revenue

[v)
growth rate >20%

The number of markets present in >70 countries

Number of innovative solutions h/?:r:i!)\gu?;/s/
developed with EU funds
platforms

First Croatian
Status “unicorn”
(2020)

Note: Data were collected from publicly available sources
and summarized for analysis.

context, although the GDPR is formally aligned,
its application is often uneven and unclear, which
further hinders the legal safety of businesses.

Additional weights represent administrative and
bureaucratic obstacles, which are particularly
prominent in situations where it is necessary to
respond quickly, make business decisions, and
implement new projects. Croatian bureaucratic
infrastructure often slows down key business
processes, such as registration of business units,
employment of foreign experts, especially those
outside the European Union, and access to insti-
tutional sources of financing, such as EU funds
or national incentives. This administrative slug-
gishness contradicts the dynamic nature of the
technological sector and thus limits the speed
at which companies like Infobip can adapt to
market changes. One of the structurally most pro-
nounced problems is the lack of qualified experts
in the field of information and communication
technologies (ICT). The outflow of talents, that
is, the emigration of highly educated ICT staff
abroad, significantly reduces the available work
forces available within the country. In response to
this challenge, Infobip invests in the development
of its educational capacity, including an internal
academy and professional training programs.
However, long-term addiction to external (includ-
ing foreign) experts implies additional administra-
tive and regulatory requirements, which further
reduce business agility. The synthesis of these
factors can be concluded that, although these
challenges do not prevent Infobip from its overall
growth and internationalization, they significantly
affect its innovation potential and adjustment
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speed within the local and regional environment.
Compared to companies operating in countries
with a more efficient regulatory environment and
a more stable education system, Infobip is facing
multiple operational obstacles that require addi-
tional internal resources and long-term resistance
strategies. In conclusion, the Case of Infobip Case
clearly illustrates the need for systemic changes at
the level of legislation, educational policies, and
administrative practices, to allow for a more easy,
faster, and more competitive business action of
domestic technological companies. Otherwise,
there is a risk that the potential of the innovation
sector in Croatia will continue to suffocate under
the burden of structural weaknesses.

4, Conclusion

Innovations are a key developmental factor,
competitiveness, and long-term sustainability of
SMEs, especially in the conditions of the globalized
market and accelerated technological changes.
Although Croatian MSPs are recognized by their
flexibility and potential for innovation, their inno-
vation performance continues to lag behind the
average of the European Union, which is the result
of numerous structural and financial obstacles.
Lack of investment in research and development,
poor connection with research institutions, and
limited access to knowledge and financing are the
main challenges. In this context, European Union
funds play a key role in strengthening the innova-
tion capacity of Croatian SME: Data clearly shows
that MSPs that used EU funds have earned consid-
erable business benefits from the development of
new products and services, through job creation,
to a significant revenue growth. Fund financial
support, such as EFRR, the European and Cosme
Horizon, has enabled not only technological
progress but also the implementation non non-
technological innovations, such as organizational
and process changes that further contribute to
the competitiveness of the company. The innova-
tion ecosystem in Croatia is still fragmented, with
insufficiently developed connections between the
scientific community and the economy and low
capacity for technology transfer. Indicators such
as a small number of MSPs who collaborate on
innovation, the low share of those who introduce
innovation, and modest investment in research

and development indicate a limited readiness of
the economy for innovation action. A special chal-
lenge is the regional inequality and concentration
of innovation infrastructure in larger urban cent-
ers.

Administrative obstacles further slow down the
development of MSPs. Complex and often vari-
able regulations, limited capacities for the prep-
aration of projects for EU funds, high regulatory
loads, and problems in access to financing and
human resources create an adverse business envi-
ronment. The lack of qualified experts, especially
in STEM fields, further limits the ability of MSPs
to develop and implement innovation projects.
On the other hand, there are positive shifts in
institutional support. Agencies such as HAMAG-
BICRO, the Ministry of Economy Programs, and
the introduction of innovation vouchers and edu-
cational programs significantly contribute to the
strengthening of the Innovation capacity of the
MSPs. However, to achieve the actual change, it is
necessary to systematically strengthen education,
better coordinate between the actors of the inno-
vation system, digitize administrative processes,
and target investments in research infrastructure.
The key to the success of Infobip lies in continuous
investment in research and development (R&D),
which is largely funded by the European Regional
Development Fund (ERDF), within the “Competi-
tiveness and Cohesion” operational program.
EU funds have been used to develop advanced
solutions based on artificial intelligence (Al) and
machine learning (ML), as well as to strengthen
the capacity of the research team. In addition,
Infobip, thanks to EU funds, significantly increased
the number of employees in STEM areas by more
than 30 % during the project implementation
period, which enabled accelerated development
and internationalization of business. In 2020, Info-
bip became the first Croatian “unicorn”, or startup
whose market value exceeded $ 1 billion. This is
partly the result of innovation and growth enabled
by EU funds. In addition, the company is also rec-
ognized internationally-according to the OMDIA
CPAAS Universe report, Infobip is positioned as a
global leader in the Communication Platform-A-a-
A-A-A-A-A-A-AS (CPAAS), with a special emphasis
on the integration of advanced Al/Genai technol-
ogy and new communication channels.
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