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i Abstract. The purpose of this article was to examine the impact of regulatory requirements on the economic
performance and occupancy rates of small tourism enterprises in Croatia. The research methodology combined legal
analysis of regulatory acts with statistical processing of data from eVisitor, the Croatian Bureau of Statistics, and
international sources, which enables an assessment of the influence of regulations on the operations of small tourism
businesses. Between 2015 and 2019, the development of small tourism enterprises in Croatia was characterised by a steady
increase in the segment of private rooms and apartments: the number of arrivals rose from 4.934 million in 2015 to 8.135
million in 2019. At the same time, tourist apartments, after a short-term increase in 2016, demonstrated a gradual decline:
arrivals decreased from 207,000 in 2015 to 198,000 in 2019 (after peaking at 230,000 in 2016), while the average length
of stay shortened from 6.36 to 5.72 days. The subsequent period, 2020-2024, was marked by a sharp drop in indicators
due to the COVID-19 pandemic; however, private apartments and family homesteads quickly regained their positions
and became the cornerstone of post-pandemic recovery. In 2024, the number of arrivals in private rooms and apartments
reached 8.3 million, while total tourism revenues amounted to USD 16.4 billion, surpassing pre-crisis levels. At the same
time, tourist apartments continued to exhibit stagnation, indicating a gradual loss of competitive advantage. The research
findings highlighted the need for an integrated approach to supporting small tourism businesses, which should include
the simplification of regulatory procedures, reduction of administrative costs, and promotion of digitalisation through
targeted investments and staff training. The obtained results may serve national and municipal authorities in formulating
support policies for small tourism enterprises by improving information and technological infrastructure, developing
digital skills, subsidising internet access, and implementing standardised digital solutions

il Keywords: financial performance; electronic reporting; online booking; information and communication
infrastructure; regulatory challenges; competitiveness

@ Introduction

Tourism is one of the key sectors of the Croatian econo-
my, contributing significantly to the formation of gross
domestic product (GDP) and employment generation.
Small tourism businesses - including family-run hotels,
apartments, private estates, and small guesthouses — play
a vital role in preserving regional identity and creating a
competitive offer that attracts international visitors. In re-
cent years, however, the Croatian government and munici-
palities have intensified the introduction of new regulato-
ry requirements aimed at enhancing market transparency,

improving service quality control, ensuring compliance
with environmental standards, and balancing the load on
the infrastructure of tourism regions. On the one hand,
these changes align with contemporary challenges of sus-
tainable development and the need for integration into the
European legal framework. On the other hand, for small
tourism businesses, the new regulations entail addition-
al costs associated with licensing, facility modernisation,
and adaptation to digital accounting and taxation systems.
This generates risks of reduced profitability and unequal
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competition conditions between large hotel chains and
small entrepreneurs, particularly in rural and less tour-
ism-developed communities.

The analysis of academic sources reveals the multidi-
mensional nature of issues related to the development of
small tourism enterprises within the context of regulato-
ry requirements and digital transformation. In a study by
S. Asthana et al. (2022), the authors traced the evolution
of academic discourse on family business in tourism and
hospitality. They demonstrated that this segment is essen-
tial for preserving local identity and ensuring sustainable
growth. However, it was found that family enterprises are
often vulnerable to regulatory constraints and less inclined
towards large-scale digitalisation, which underscores the
need for tailored support instruments. H.M. Benassi (2025)
emphasised the importance of cross-border cooperation in
sustainable tourism development through the example of
Interreg projects. The research confirmed that integration
between Croatia and neighbouring countries not only gen-
erates economic benefits but also strengthens the capacity
of local businesses to adapt to regulatory and technological
changes. The author noted that joint initiatives reduce ad-
ministrative and digital infrastructure costs.

The empirical study by I. Bujan (2020) provided ev-
idence that owners of family tourism enterprises often
perceive their business as part of their personal identi-
ty, which fosters resilience to market risks. However, the
study also showed that this management model is fre-
quently accompanied by a lack of strategic innovation
and difficulties in complying with evolving regulations.
Thus, I. Bujan’s findings confirm the limited human and
organisational resources of small operators, complicating
their adaptation. In I. Capeta’s (2023) article, the role of
family entrepreneurship as a catalyst for transformation-
al change in Croatian tourism was examined. The author
argued that these enterprises can stimulate local innova-
tion processes but remain excessively dependent on ex-
ternal regulatory frameworks.

The research of S.S. Iriani et al. (2024) demonstrated
that the competitiveness of tourism villages depends on
rational resource utilisation and digital technology inte-
gration. The authors established that the long-term ef-
ficiency of such enterprises relies on the combination of
traditional practices with modern management approach-
es. Findings from T. Miljak et al. (2025) showed a direct
correlation between financial managers’ decisions and
the performance of small and micro-enterprises in Croa-
tia. It was determined that financial planning errors or a
focus on short-term gains significantly increase business
vulnerability to regulatory changes, leading to the con-
clusion that sound financial management is fundamental
for technological and organisational adaptation. I. Sulc &
B. Fuerst-Bjelis (2021) identified significant shifts in tour-
ism trajectories in the post-pandemic world. The authors
emphasised that COVID-19 acted as a catalyst for digital-
isation but simultaneously exacerbated unequal access to
technology among small enterprises. G. Vojkovi¢ (2025)

explored the impact of Croatia’s new legislation on beach
concessions and “concessions on demand”, concluding
that the legal environment substantially transforms the
economic opportunities of small tourism enterprises, often
creating additional barriers to resource access.

Particular attention should be paid to studies exam-
ining the development of small and family hotels. For in-
stance, L. Bari¢ & I. Smoje (2022), using the case of Hotel
Adria, demonstrated that effective management of small
hotel facilities requires a balance between maintaining
family traditions and adopting contemporary manageri-
al tools. The authors stressed that service and marketing
innovations are critical for sustaining the competitiveness
of family-run hotels within regional markets. The study by
J. Kranjcevic & S. Hajdinjak (2019) highlighted the phe-
nomenon of “tourism urbanisation” using the examples
of Porec in Istria and Makarska in Dalmatia. The authors
proved that rapid growth in tourist flows and infrastructur-
al change lead to socio-spatial transformations that signif-
icantly affect local communities and small businesses. This
research underscored the need to harmonise urbanisation
processes with the requirements of local entrepreneurs
and environmental sustainability. Thus, literature analysis
confirms the interconnectedness of financial, organisa-
tional, and technological challenges faced by small tourism
enterprises. At the same time, a research gap is evident re-
garding the systemic integration of regulatory barriers and
the operational efficiency of tourism facilities.

The purpose of this article was to assess the impact
of new regulatory requirements on the financial perfor-
mance and occupancy rates of small tourism facilities in
Croatia. To achieve this goal, the following tasks were set:
to analyse contemporary regulatory changes in Croatia’s
tourism sector; to examine the dynamics of revenues and
occupancy rates of small tourism facilities before and af-
ter the introduction of new regulations; to develop recom-
mendations for improving regulatory policy to ensure the
balanced development of small tourism businesses.

W Materials and Methods

The study covers the period from 2015 to 2024 and is based
on the analysis of Croatian legal acts, EU strategic docu-
ments, and empirical sources concerning the regulatory
and technological transformation of the tourism sector.
Two periods were identified: 2015-2019 as the baseline
period prior to the introduction of new regulatory rules
(reflecting the initial state and dynamics of small tour-
ism business development), and 2020-2024, representing
the combined impact of regulatory innovations and the
COVID-19 pandemic on the functioning of small tourism
facilities. At the national level, the following legislative
acts were utilised: Law of the Republic of Croatia “On the
Provision of Tourist Services” (2021), which comprehen-
sively defines the conditions for organising and conducting
tourism activities, determines the legal status of service
providers, and outlines their obligations and responsibil-
ities towards consumers. Law of the Republic of Croatia
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“On Hospitality” (2024), which regulates the functioning
of hotels, restaurants, guesthouses, apartments, and other
accommodation and catering facilities; Law of the Republic
of Croatia “On Tourist Associations and Promotion of Croa-
tian Tourism” (2020), defining the competences of national
and local tourism bodies responsible for strategic planning,
marketing, and tourism promotion; Law of the Republic of
Croatia “On Consumer Protection” (2023), governing con-
tracts related to timeshare, long-term holiday products,
and consumer information requirements; Law of the Re-
public of Croatia “On Obligations” (2023), regulating gen-
eral contractual rules applicable where specific tourism law
provisions are absent; Law of the Republic of Croatia “On
Maritime Property and Seaports” (2023), establishing the
legal framework for the use of maritime areas, coastal con-
cessions, and port infrastructure operations. At the EU lev-
el, the research was grounded in the Small Business Act for
Europe (2008), outlining strategic priorities for supporting
small and medium-sized enterprises (SMEs), including the
simplification of administrative procedures, promotion of
innovation, and digitalisation. Additionally, statistical data
and the eVisitor system enabled assessment of the engage-
ment of small tourism enterprises in electronic reporting
and online booking. Materials from Interreg Europe (2025)
provided insight into practical approaches to interregional
cooperation and knowledge exchange in tourism develop-
ment and SME support. The Tourism Trends and Policies
Report (OECD, 2022) offered an overview of contemporary
trends in the tourism sector and regulatory initiatives in
EU member states, while L. Kralj (2023) supplied data on
digital skills, upskilling programmes, and technology ad-
aptation needs among small enterprises.

The methodological framework employed a compre-
hensive approach ensuring analytical depth and multi-
dimensionality. The formal-legal method was applied to
reveal the internal logic and structure of Croatia’s and
the EU’s tourism legislation, including Directive (EU)
2015/2302 of the European Parliament and of the Coun-
cil (2015), Directive 2012/27/EU of the European Parlia-
ment and of the Council (2012), and World Bank (2020)
guidelines on organised travel and related services. This
enabled the identification of interrelations between na-
tional and EU regulatory requirements and their impact on
small tourism enterprises. The comparative-legal meth-
od facilitated benchmarking Croatia’s approaches against
the Small Business Act for Europe (2008), allowing assess-
ment of the alignment between national regulation and
European SME support and digitalisation standards. Sta-
tistical analysis of data from the Croatian Bureau of Sta-
tistics (n.d.) and eVisitor systems enabled identification of
revenue and occupancy trends before and after the intro-
duction of new rules governing licensing, categorisation,
electronic reporting, and online booking. Reports such as
Tourism in figures (2016-2024) and International Mone-
tary Fund (2024) data were utilised to evaluate trends in
small business development, digital tool adoption, and the
effectiveness of regulatory reforms. This combination of

methods ensured a holistic analysis — assessing formal legal
and institutional conditions while empirically confirming
the impact of administrative and technological challenges
on small tourism enterprises in Croatia. The findings pro-
vide a scientific basis for policy recommendations aimed at
reducing administrative burdens and strengthening digital
support for small businesses in the tourism sector.

The methodology employed for formulating recom-
mendations was based on the integration of findings de-
rived from formal-legal and empirical analyses. On this
basis, a set of practical proposals was developed, aimed at
supporting information and technological infrastructure,
enhancing the digital competencies of small business own-
ers, standardising digital interfaces, subsidising Internet
access, and implementing shared technological solutions.

W Results and Discussion
Regulatory changes in Croatia’s tourism sector:
Contemporary context
The Croatian tourism industry is governed by a compre-
hensive regulatory framework shaped by both national
development imperatives and the country’s commitments
to harmonising domestic legislation with European Un-
ion law. The cornerstone of the current legal architecture
is the Law of the Republic of Croatia “On the Provision of
Tourist Services” (2021), which establishes an integrated
framework for the organisation and delivery of tourism
activities. It defines the legal status of entities providing
tourism services, delineates their obligations and respon-
sibilities towards consumers, and ensures transparency
through the establishment of the Central Register of Hos-
pitality and Tourism Service Providers. This register oper-
ates electronically and facilitates oversight of entrepre-
neurial activities at both national and municipal levels. A
notable innovation introduced by this law is the regulation
of package travel and linked travel arrangements in align-
ment with Directive (EU) 2015/2302 of the European Par-
liament and of the Council (2015), which stipulates con-
sumer protection standards and clarifies the obligations
of travel organisers. Complementing this framework is the
Law of the Republic of Croatia “On Hospitality” (2024),
which prescribes operational standards for hotels, restau-
rants, guesthouses, apartments, and other accommodation
and catering establishments. It establishes requirements
for the categorisation and classification of tourism facil-
ities, infrastructure standards, health and safety regula-
tions, and the procedures for obtaining relevant permits
and licences. This law is of particular significance to small
tourism enterprises (STEs), as it defines the minimum
standards applicable to private apartments and family-run
homesteads, which form the backbone of Croatia’s small-
scale tourism industry. Its practical application is especial-
ly pertinent in the context of Croatia’s integration into the
single European tourism area, where harmonised safety
and quality standards are essential.

The regulatory structure is further reinforced by the
Law of the Republic of Croatia “On Tourist Associations
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and Promotion of Croatian Tourism” (2020), which outlines
the status, powers, and responsibilities of national and lo-
cal tourism organisations tasked with strategic planning,
marketing, and branding of Croatia’s tourism products. A
defining feature of this law is its emphasis on a decentral-
ised governance model, whereby substantial authority for
tourism support and development is delegated to munici-
palities. For small businesses, this entails the necessity of
engaging with both national regulators and local authori-
ties, which frequently adopt supplementary legal acts re-
flecting regional development specificities. Additionally,
the Croatian tourism legislation incorporates provisions
from the Law of the Republic of Croatia “On Consum-
er Protection” (2023), which extends to the regulation of
timeshare agreements, long-term holiday products, and
information disclosure requirements concerning service
conditions. Law of the Republic of Croatia “On Obliga-
tions” (2023) also plays a vital role, setting out the general
principles of contract formation and serving as a reference
framework in the absence of specialised tourism law pro-
visions. Between 2022 and 2024, Croatia’s regulatory pol-
icy in the tourism sector acquired practical significance
through a series of targeted reforms aimed at digitising
tourist registration, strengthening licensing and quality

standards for accommodation facilities, revising tax and
local fiscal regimes, and introducing more stringent envi-
ronmental and spatial planning restrictions in coastal are-
as. Among the most impactful reforms was the implemen-
tation of a mandatory electronic registration and reporting
system for accommodation providers — eVisitor (Unique in
the..., 2022). The eVisitor system facilitates real-time data
exchange among tourism market actors, local administra-
tions, and tax authorities, standardises guest check-in and
check-out procedures, and integrates with the tourist tax
administration mechanism. Consequently, the digitisation
of record-keeping has enhanced revenue transparency and
improved the assessment of seasonal infrastructure loads,
though it has simultaneously created additional adminis-
trative and technical barriers for small private hosts previ-
ously unfamiliar with such information systems.

The Small Business Act for Europe (2008) also plays a
crucial role in shaping the regulatory environment, artic-
ulating principles of support for small and medium-sized
enterprises, including the simplification of administrative
procedures, facilitation of access to finance and technology,
and promotion of digital transformation. Table 1 presents
summarised data illustrating the impact of new regulatory
requirements on the operations of Croatian STEs.

Table 1. Impact of new regulatory requirements on small tourism businesses

. integration with tourist tax administration
and accounting

Regulatory . . L Potential impact on small
area Specific changes, regulatory acts Primary objectives tourism businesses
Digital Enhancing market Administrative burden on

regis%ration Mandatory registration in the eVisitor (n.d.) system, transparency, accurate owners, need for digital skills,

accounting of tourist flows,
control of revenue collection

operational control
of occupancy

Licensing and
categorisation

family pensions; clarification of licensing and
sanitary requirements (Law of the Republic of

Standardisation of apartments, private homes,

Improving service quality and
safety, consumer protection

Additional investment in
modernisation, more complex
licensing procedure

Croatia “On the Provision of Tourist Services”, 2021)

Tax and fiscal

Establishment of local tourist tax rates; integration
with eVisitor; tax amendments concerning short-

Potential decrease in

Ensuring equitable tax profitability in the short-term

burden, incentivising

and Promotion of Croatian Tourism”, 2020)

regulation term rentals long-term rentals rental segrpent, need
for accounting support
. Minimum technical, sanitary, and informational Investment costs for
Quality and el : . .- L .
. standards; accessibility requirements (Law of the Enhancing competitiveness modernisation, ensuring
infrastructure - - - - . o
. Republic of Croatia “On the Provision of Tourist and tourist trust accessibility for all guest
standardisation S, .
Services”, 2021) categories
. Restrictions on coastal area overcapacity, energy Protecting ecosystems, Additional capital and
Environmental . ) . - . -
. efficiency requirements, waste management (Law sustainable territorial operational expenditures,
and spatial K D . . . . R
restrictions of the Republic of Croatia “On Tourist Associations | management, ensuring public limitations on the

access exploitation of beach zones

Source: compiled by the author based on Law of the Republic of Croatia “On Tourist Associations and Promotion of Croatian
Tourism” (2020), Law of the Republic of Croatia “On the Provision of Tourist Services” (2021)

Concurrently, legislative initiatives have sought to speci-
fylicensing and categorisation requirements for small accom-
modation facilities — including apartments, private home-
steads, and family guesthouses. Amendments to sectoral laws
and subordinate regulations in the hospitality domain have
introduced mandatory minimum technical, sanitary, and in-
formational standards, defined clear licensing procedures,
and enhanced the role of local self-government in issuing
and monitoring compliance with such permits. Although

these changes aim to improve service quality and consumer
protection, they also impose additional operational costs on
small-scale owners, who must either invest in compliance or
risk legal vulnerability. Law of the Republic of Croatia “On
Hospitality” (2024) and accompanying decrees issued by the
Ministry of Tourism and Sport detail these requirements.

Particular attention must also be paid to environmen-
tal and spatial restrictions, which have evolved in response
to the need to protect coastal ecosystems and manage the
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spread of mass tourism along the shoreline. The adoption
and revision of the Law of the Republic of Croatia “On
Maritime Property and Seaports” (2023) introduced en-
hanced planning and environmental standards for facili-
ties located within coastal zones. In pursuit of ecological
sustainability and harmonisation with the European legal
framework, Croatia has implemented a range of regulatory
measures promoting energy efficiency and waste manage-
ment in tourism infrastructure. These measures include
mandatory energy audits for small and medium-sized en-
terprises with significant energy consumption, as stipu-
lated by Directive 2012/27/EU of the European Parliament
and of the Council (2012). Under this directive, high ener-
gy-consuming enterprises are required to conduct energy
audits to identify potential savings.

In this context, the role of municipalities as key actors
in implementing new regulatory requirements in Croatia’s
tourism sector is particularly noteworthy. In practice, local
self-government bodies are responsible for licensing and
supervising small accommodation units, including apart-
ments, private homesteads, and family guesthouses, as
specified by the Law of the Republic of Croatia “On Hospi-
tality” (2024). Municipalities act not only as administrative
authorities issuing permits but also as inspection bodies
authorised to record violations and impose sanctions, in-
cluding licence revocation in cases of systematic non-com-
pliance. Moreover, municipalities have assumed responsi-
bilities for administering tourist taxes through the eVisitor
system, which enables transparent revenue accounting and
facilitates local budget planning. This, in turn, provides op-
portunities to allocate funds towards infrastructure devel-
opment, maintenance of public spaces, and enhancement
of regional tourism attractiveness. The reinforcement of
municipal roles in regulating spatial and environmental
standards, as established by the Law of the Republic of
Croatia “On Maritime Property and Seaports” (2023), fur-
ther heightens local accountability for the balanced use
of coastal zones and the prevention of overexploitation.
Thus, Croatian municipalities ensure the practical imple-
mentation of legislative initiatives, oversee adherence to
service quality, environmental, and sanitary standards, and
simultaneously bear political responsibility to local com-
munities for maintaining equilibrium between economic
growth and environmental preservation. This underscores
the strategic importance of the municipal level within the
tourism governance system and highlights the necessity of
strengthening its institutional and financial capacities.

Findings from the conducted analysis indicate that con-
temporary regulatory changes in Croatia’s tourism sector

produce a dual effect: on the one hand, they enhance trans-
parency and competitiveness; on the other, they generate new
challenges for small operators related to financial burdens
and organisational adaptation. These conclusions align with
the research of J. Burkin Badurina & D. Soldi¢ Frleta (2021),
who emphasised that perceptions of local tourism govern-
ance vary significantly depending on the intensity of tour-
ism activity. In municipalities heavily dependent on tourism,
residents tend to assess regulatory practices more critically,
confirming the growing importance of municipal capaci-
ty-building for the effective implementation of new policies.

The results also demonstrate that environmental and
spatial restrictions — particularly those introduced via the
Law of the Republic of Croatia “On Maritime Property and
Seaports” (2023) — serve as crucial instruments for managing
the sustainable development of coastal territories. A similar
trend was identified by D. Mance et al. (2020), whose panel
analysis of municipalities revealed a direct correlation be-
tween tourism intensity and waste generation. Their findings
are consistent with this study’s conclusions, confirming that
environmental regulations possess a sound empirical ration-
ale and are directed at mitigating tourism’s adverse effects.

Conversely, the present findings partially diverge from
the perspective of N. Stojci¢ et al. (2024), who highlight-
ed the adverse social consequences of short-term rental
expansion, including resident displacement and housing
price inflation. Although the analysis corroborates an in-
creased regulatory burden within the short-term rental
segment, the primary focus herein was on the financial and
administrative implications of new norms for small tour-
ism enterprises. This suggests that future research should
adopt a more comprehensive approach by integrating so-
cio-economic dimensions, combining analyses of revenues
and occupancy rates with examinations of housing market
impacts and community well-being.

Income dynamics and occupancy rates of small tourism
establishments before and after the implementation
of new regulatory requirements

Between 2015 and 2019, indicators characterising the de-
velopment of small tourism accommodation facilities in
Croatia demonstrated consistent growth in their contri-
bution to the national tourism industry, alongside struc-
tural shifts preceding the introduction of new regulatory
reforms (Gregoric & Paji¢, 2016). Aggregated data indicate
a substantial increase in demand within the segment of
private rooms, apartments, and family houses, while the
tourist apartment segment exhibited relative stability and
a moderate decline towards the end of the period (Table 2).

Table 2. Dynamics of revenues and occupancy of small tourism accommodation in Croatia, 2015-2019

Tourist Tourist Average lengt h Private rooms, Private Average le.n gth .
apartments, of stay tourist of stay in Total tourism
Year | apartments, apartments, rooms, thous. . .
. thous. apartments X . private rooms | receipts ($ bn)
thous. arrivals . thous. arrivals | overnight stays
overnight stays (days) (days)
2015 207 1,317 6.36 4,934 26,708 5.41 8.60
2016 230 1,407 6.12 5,810 35,546 6.12 9.20
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Table 2. Continued
Tourist Tourist Average length Private rooms, Private Average lep gth .
apartments, of stay tourist of stay in Total tourism
Year | apartments, apartments, rooms, thous. . X
. thous. apartments X . private rooms | receipts ($ bn)
thous. arrivals . thous. arrivals | overnight stays
overnight stays (days) (days)
2017 220 1,315 5.98 6,984 40,851 5.85 10.63
2018 213 1,251 5.87 7,682 43,382 5.65 11.35
2019 198 1,133 5.72 8,135 44,530 5.47 11.97

Source: compiled by the author based on Tourism in figures (2016; 2017; 2018; 2019; 2020), International Monetary Fund (2024)

In 2015, private apartments and rooms accounted for
approximately 4.9 million arrivals and over 26.7 million
overnight stays, corresponding to an average stay of 5.4
nights. By 2019, arrivals in this segment had risen to 8.1
million and overnight stays to 44.5 million — an increase
of nearly 1.7 times. Meanwhile, the average length of stay
marginally decreased from 5.4 to 5.5 nights, reflecting an
intensification of tourism flows characterised by a high-
er frequency of short-term trips, typical of domestic and
regional tourism. The expansion of the private accommo-
dation sector occurred alongside a general rise in tourism
revenues, which grew from an estimated USD 8.6 billion
in 2015 to nearly USD 12 billion in 2019, demonstrating
a positive correlation between the proliferation of small-
scale accommodation and overall industry performance.
By contrast, tourist apartments exhibited a different trend.
In 2015, they recorded over 207,000 arrivals and 1.3 mil-
lion overnight stays, but by 2019, these figures declined
to 198,000 and 1.1 million, respectively. The average stay
decreased from 6.4 to 5.7 nights, signalling reduced attrac-
tiveness compared to private accommodation. This ten-
dency may be attributed to intensified competition from
the private sector, which actively integrated into digital
booking platforms, as well as to heightened price sensitivi-
ty among tourists favouring more flexible lodging options.

Given the dynamics of the industry’s overall revenues,
it can be concluded that private apartments and family-run
homesteads were the primary drivers of Croatian tourism
growth in the pre-crisis period. Their increasing share with-
in the market structure was associated with several factors:
the growing popularity of economically accessible and au-
thentic forms of leisure, a shift in consumer preferences
towards more personalised experiences, and an expansion

of supply resulting from both the legalisation and partial in-
formality of the private accommodation sector (Tourism in
figures, 2016; 2017; 2018; 2019; 2020). At the same time, the
gradual decline in average length of stay indicated the need
for market adaptation to evolving patterns of tourist behav-
iour and a reorientation towards shorter yet more frequent
trips.Thus, the analysis of data from 2015-2019 revealed two
key development trajectories: first, the intensive growth of
the private rooms and apartments segment, which became
the main channel for attracting tourists; and second, the
stagnation of the tourist apartment category, which was
gradually losing its competitive advantages (Glowka &
Zehrer, 2019). These trends created the prerequisites for reg-
ulatory revisions in the 2020s, aimed at standardisation, the
regulation of tax revenues, and quality control within a dy-
namically developing segment that simultaneously generat-
ed risks of inequality and overloading of local infrastructure.

The analysis of revenue dynamics and occupancy rates
of small tourist establishments in Croatia during 2020-
2024 demonstrated a complex and ambiguous development
pattern, shaped by both external challenges (primarily the
COVID-19 pandemic) and internal regulatory changes in
the tourism business (Table 3). While 2015-2019 were char-
acterised by steady growth in arrivals and overnight stays
in private apartments, rooms, and small hotels, 2020 saw a
sharp decline in these indicators. According to Tourism in
figures (2021), the number of arrivals in tourist apartments
and private rooms decreased by nearly half compared with
the pre-crisis period, whereas the average length of stay
increased, reflecting a shift in demand towards longer hol-
idays under conditions of restricted travel opportunities.
In 2020, total tourism revenues amounted to only USD 6.0
billion, nearly halving compared with 2019.

Table 3. Dynamics of revenues and occupancy of small tourism accommodation in Croatia, 2020-2024

. Average
Tourist Tourist length of stay | Private rooms, Private Average le.n gth .
apartments, . . of stay in Total tourism
Year | apartments, in tourist apartments - | rooms, thous. . .
. thous. . . private rooms | receipts ($ bn)
thous. arrivals X apartments | arrivals, thous. | overnight stays
overnight stays (days)
(days)
2020 44 310 6.2 2,993 24,181 6.6 6.0
2021 91 560 6.2 5,825 36,059 6.2 11.9
2022 188 1,039 5.7 7,540 44,182 5.9 14.3
2023 175 980 5.6 8,100 46,000 5.7 15.9
2024 170 950 5,6 8,300 47,500 5.7 16.4

Source: compiled by the author based on Tourism in figures (2021; 2022; 2023; 2024), International Monetary Fund (2024)
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Recovery began as early as 2021-2022: the number of
arrivals and overnight stays in small accommodation facil-
ities demonstrated steady growth, while the average length
of stay remained relatively high. This can be explained
by the fact that private apartments and guesthouses be-
came the most sought-after accommodation form in the
post-pandemic period, offering greater privacy, distanc-
ing, and flexibility compared with large hotels. Moreover,
during this period, regulatory changes came into effect,
enhancing control over the legality of operations of small
establishments. Municipal registers also recorded an in-
crease in the number of registered apartments, as owners
sought compliance to gain access to official support pro-
grammes. This contributed to greater business transpar-
ency and, consequently, higher tourism revenues, which
in 2022 exceeded USD 14.3 billion, surpassing the pre-cri-
sis level. In 2023, growth slowed. Although the number of
arrivals in rooms and apartments continued to rise, the
growth rate was lower than in previous years. The average
length of stay declined, indicating a return of tourists to
shorter but more frequent trips. Tourism revenues reached
approximately USD 15.9 billion; however, part of this in-
crease can be attributed to inflationary factors and higher
average accommodation prices following the introduction
of stricter regulatory requirements. In 2024, the situation
in the small accommodation sector showed signs of stabili-
sation. The number of arrivals in private rooms and apart-
ments reached 8.3 million people, 200,000 more than in
2023, while overnight stays increased to 47.5 million, up
by almost 1.5 million. This indicates sustained demand for
small-scale tourism enterprises despite the deceleration in
growth. Meanwhile, the tourist apartment segment experi-
enced a slight decline — arrivals fell from 175,000 in 2023
to 170,000 in 2024, and overnight stays from 980,000 to
950,000. The average length of stay remained stable at 5.6-
5.7 days, confirming the trend towards shorter but regular
trips. Aggregate tourism revenues rose to USD 16.4 billion,
setting a new record high, although the increase compared
with 2023 was moderate (+USD 0.5 billion). Overall, the
2020-2024 data revealed several key trends. First, the pan-
demic caused a short-term downturn; however, small ac-
commodation establishments quickly regained their posi-
tions and became the foundation of post-pandemic growth
(Camilleri & Valeri, 2022). Second, regulatory changes led
to a structural transformation of the market: official reg-
istration increased, tax compliance improved, and income
transparency was enhanced. Third, tighter controls and
higher compliance costs imposed additional burdens on
owners, which were partly reflected in rising prices and a
reduction in average stay duration. Fourth, tourism reve-
nues grew steadily in 2021-2023, yet this growth combined
both real increases in tourist numbers and price effects.

The research findings indicating income volatility and
heightened risks for small tourism enterprises during cri-
sis periods are partly consistent with the conclusions of
M. Cita et al. (2022), who, in their analysis of liquidity man-
agement in Croatian small and medium-sized construction

enterprises, emphasised the vulnerability of this business
segment. The researchers found that under crisis condi-
tions, small enterprises face limited capacity to maintain
financial stability due to insufficient reserve funds and re-
stricted access to financial instruments. This aligns with
trends in the tourism sector, where similar dependence on
seasonality and external shocks leads to revenue and oc-
cupancy declines, confirming cross-sectoral similarities in
vulnerability mechanisms.

At the same time, the results of this study partly cor-
relate with the conclusions of V. Kovsca et al. (2024), who
examined contemporary financing mechanisms for small
and medium-sized enterprises in Croatia. The authors
highlighted that access to new financial instruments, in-
cluding digital platforms and alternative lending schemes,
allows small firms to adapt more flexibly to market chang-
es. Comparable processes can also be observed among
small tourism businesses: the adoption of innovative reve-
nue management approaches and software-based support
tools, introduced alongside new regulatory frameworks,
partly offsets the negative effects of seasonal fluctua-
tions. However, a key distinction lies in the tourism sec-
tor’s limited responsiveness to financial flexibility without
concurrent demand stimulation, underscoring the sector’s
specificity. The efficiency of business processes in small
tourism enterprises is not only determined by regulatory
adaptation but also by the internal organisation of opera-
tions. As Yu. Myronov & M. Myronova (2020) emphasised,
evaluating business process efficiency in tourism requires a
comprehensive methodological framework that integrates
financial, operational, and customer-oriented indicators.
This perspective supports the findings of our study, where
financial constraints and limited managerial resources
have been identified as key barriers to effective adaptation
of small-scale accommodation providers.

Conversely, the observed results align to some extent
with the findings of B. Mori¢ Milovanovi¢ (2022), who ex-
plored the relationship between components of entre-
preneurial orientation and performance among small and
medium-sized enterprises. The author found that innova-
tiveness, proactiveness, and risk-taking positively affect
firms’ competitiveness. For small tourism enterprises, sim-
ilar characteristics manifest in their ability to swiftly adapt
to new regulations and employ digital tools for booking
and marketing, directly influencing occupancy rates and
revenues. Nevertheless, this study’s results show that not
all enterprises managed to capitalise on these opportuni-
ties, which partially contradicts the author’s conclusions
regarding the universality of entrepreneurial orientation
effects, as in tourism this influence largely depends on ex-
ternal demand and the regulatory environment. A gener-
al comparison suggests that the obtained results are not
unique to tourism but reflect broader patterns in the func-
tioning of small enterprises under crisis conditions. How-
ever, tourism’s specificity lies in its stronger dependence
on demand and regulatory changes, which explains partial
discrepancies with some existing scholarly conclusions.
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Challenges of adapting small tourism enterprises
to regulatory requirements
Following the introduction of new regulatory norms in Cro-
atia’s tourism sector, owners of small hotels, apartments,
and private rooms faced a range of challenges concerning
not only organisational but also financial aspects of oper-
ations. The most significant issue was financial constraints
related to working capital shortages and the need to attract
investment to meet new requirements for service quality
and infrastructure modernisation. Research by the Croatian
Tourism Association (HTA) (Tourism in figures, 2022; 2023)
revealed that in 2022, 38% of small private accommodation
establishments reported insufficient financial resources
to bring their facilities into compliance with new stand-
ards on sanitation, energy efficiency, and digital reporting.
These financial limitations not only slowed the pace of
regulatory implementation but also heightened compet-
itiveness risks for small enterprises compared with large
hotel chains possessing more stable financing sources.

One potential solution is the creation of state and
municipal support funds providing grant or subsidy pro-
grammes to cover modernisation costs, particularly in
the areas of energy efficiency and waste management.
In this context, the experience of Slovenia is instructive,
where small hotels receive grants covering up to 50% of
total project costs, facilitating faster adaptation to regu-
latory standards and reducing financial pressure on en-
trepreneurs (Interreg Europe, 2025). The development of
municipal co-financing programmes may also serve as an
effective tool for local support. Local authorities could par-
tially subsidise the implementation of environmental and
infrastructure standards, as stable and sustainable tourism
development directly influences regional economic and
social progress. In addition to financial constraints, ad-
ministrative burdens constitute another significant factor
complicating the adaptation of Croatian small tourism en-
terprises to new regulatory standards. Complex licensing,
certification, and reporting procedures create substantial
barriers, particularly for businesses with limited human re-
sources unable to maintain dedicated compliance depart-
ments. According to World Bank data, in Croatia’s tourism
and related service sectors, over 300 professions are sub-
ject to state regulation, significantly exceeding the Euro-
pean Union average of around 200 (World Bank, 2020). This
means that entrepreneurs must ensure their employees
meet numerous qualification criteria and regularly confirm
compliance through certification, demanding considerable
time and financial resources. Tourism Trends and Policies
(OECD, 2022) also confirmed that complex and fragment-
ed regulatory procedures remain one of the main barriers
to the development of small and medium-sized enterpris-
es in the tourism sector, as administrative costs typically
amount to 4-6% of total operating expenses, thereby con-
straining competitiveness and the overall quality enhance-
ment of local tourism products.

Similar conclusions are presented in the study by
I. Capeta et al. (2023), who determined that for Croatian

small enterprises operating in the tourism sector, financial
vulnerability and the absence of a long-term development
strategy constitute the key factors undermining their re-
silience to changes in the regulatory environment. A com-
parative analysis of findings revealed that both studies
emphasise the necessity of state support and the develop-
ment of mechanisms facilitating access to credit resources,
which aligns with the observations presented in this paper.
However, the current research places greater emphasis on
technological adaptation, whereas the work of I. Capeta et
al. prioritises sustainable development strategies. To alle-
viate administrative pressure on small tourism enterprises,
it is advisable to implement a comprehensive set of meas-
ures aimed at simplifying and digitalising regulatory pro-
cedures. Mechanisms for regular assessment of regulatory
efficiency should be introduced to identify outdated or re-
dundant provisions, with a view to their subsequent abo-
lition or modernisation. This would help reduce excessive
regulatory burdens and enhance the flexibility of the sys-
tem. An important complementary measure involves the
establishment of advisory support centres for small busi-
nesses, providing informational and methodological assis-
tance in complying with administrative requirements. Such
support would facilitate timely licensing and minimise
the risk of procedural errors. A convergence of findings is
also observed with the research conducted by I. Raguz et
al. (2025), who identified low levels of digitalisation and
underdeveloped internet infrastructure in remote areas
as the principal challenges for rural and regional tourism.
The data confirm that inadequate network connectivity
and high costs of information technologies significantly
constrain enterprises’ capacity to integrate into electronic
booking and reporting systems. However, unlike the afore-
mentioned study, which focuses on the strategic devel-
opment prospects of rural tourism, the results presented
herein primarily highlight the urgent issues of short-term
adaptation to current regulatory requirements.

The transition towards digital technologies in the tour-
ism sector has been marked not only by a growing number
of online bookings but also by an increase in reporting obli-
gations via electronic platforms, data management and ac-
counting systems. Owners of small tourist establishments
have been compelled to invest in IT infrastructure (such
as online booking systems, channel managers, and digital
accounting via eVisitor) and in enhancing the digital com-
petencies of their staff to meet regulatory standards. The
Croatian Ministry of Tourism and Sports reported that dur-
ing the first nine months of 2023, 56.6% of all overnight
stays in short-term rental accommodation were booked
through online platforms (e.g., Airbnb, Booking, Expe-
dia, Tripadvisor) — a 13.4% increase compared to the third
quarter of 2022 (Republic of Croatian. Ministry of Tourism
and Sports, 2024). This demonstrates a significant depend-
ence of enterprises on digital sales channels, necessitating
appropriate technical equipment and stable internet con-
nectivity. Furthermore, according to L. Kralj (2023), as of
2023 approximately 59% of Croatia’s population possessed
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basic digital skills, exceeding the EU average (55.6%), yet
still falling short of the 2030 targets set within the Digital
Decade framework. This suggests that, while human capital
is available, there remains substantial potential for capac-
ity building, particularly among those employed in small-
scale tourism businesses.

A particularly illustrative comparison can be made
with the findings of O. Vlahovi¢ et al. (2024), who high-
lighted the pivotal role of electronic booking systems in
transforming the business models of small tourism enter-
prises. Their research emphasises that the implementa-
tion of e-booking contributes to greater transparency, cost
optimisation, and enhanced customer trust. The results of
this study corroborate this trend, identifying the adoption
of contemporary digital platforms as one of the key de-
terminants of enterprises’ compliance with new regula-
tory standards. Nevertheless, it was also established that,
for the majority of small operators, high implementation
costs and a shortage of qualified personnel remain major
barriers - issues not examined in depth by O. Vlahovi¢ et
al. A crucial component of overcoming these barriers in-
volves the organisation of digital skills enhancement
programmes for owners and employees of small tourism
establishments. Training courses and workshops focusing
on online booking management, digital reporting, data
management, and cybersecurity can significantly lower
the obstacles to technological adaptation. An additional
challenge concerns limited access to reliable internet con-
nectivity in remote coastal and island regions. Therefore,
subsidising internet access and local IT services by the
state and municipalities could serve as a necessary pre-
condition for ensuring equitable access to digital services.
Equally important is the unification and standardisation
of digital interfaces and reporting frameworks. The devel-
opment of a national data integration standard (API) be-
tween booking platforms, the eVisitor system, and other
public registers would reduce technical complexity and
administrative burdens for small businesses.

W Conclusions

The regulatory and legal framework governing Croatia’s
tourism sector is characterised by its complexity, mul-
ti-layered structure, and dynamic nature. Its core com-
prises specific legislative acts defining the conditions for
conducting tourism-related activities, supplemented by
provisions of general commercial and contract law, as well
as consumer protection regulations. A notable feature is
the active role of municipalities in implementing and spec-
ifying regulatory requirements, which introduces a degree
of regional variation in rules. At the same time, there is a
clear trend towards strengthening control over the oper-
ations of small tourism establishments, mandating their
registration, standardisation, and integration into digital
accounting systems. This evolution of legal regulation aims
to enhance the quality and transparency of tourism servic-
es; however, it simultaneously imposes additional finan-
cial and administrative burdens on small entrepreneurs,

necessitating further examination of these changes’ im-
pact on their economic resilience.

The analysis of income dynamics and occupancy rates
of small tourism establishments in Croatia confirms a sub-
stantial transformation of the sector under the impact of
regulatory reforms. Between 2015 and 2019, the segment
of private rooms and apartments expanded significantly,
with arrivals increasing from 4.9 million to 8.1 million and
overnight stays from 26.7 million to 44.5 million. Tour-
ism receipts also rose from USD 8.6 billion to nearly USD
12 billion. By contrast, the tourist apartment category
gradually lost competitiveness, showing a decline both in
arrivals and in the average length of stay. Following the
introduction of new regulations and the outbreak of the
COVID-19 pandemic in 2020, performance indicators fell
sharply: private accommodation arrivals almost halved
and overall revenues declined to USD 6 billion. At the same
time, small establishments proved to be the most adaptive
and became the driving force of recovery. By 2022, total
receipts had already exceeded pre-crisis levels (USD 14.3
billion), and in 2024 they reached USD 16.4 billion, with
private rooms and apartments recording 8.3 million arriv-
als and 47.5 million overnight stays.

The findings indicate that legalisation and digitalisa-
tion measures — particularly the eVisitor system and the
spread of online booking — contributed to an increase in
registered establishments and to greater income transpar-
ency. However, small accommodation providers continue
to face significant barriers. The most pressing of these are
financial constraints, with 38% of owners reporting insuffi-
cient resources for modernisation; complex and fragment-
ed administrative procedures; and the need for improved
digital competences, especially in remote regions with un-
stable internet connections. Addressing these challenges
requires not only the internal efforts of enterprises but also
active engagement from the state, municipalities, and Eu-
ropean institutions, providing targeted financial support,
regulatory simplification, and enhanced digital tools.

The study’s limitations lie in its reliance on official sta-
tistics and international reports, which may not fully cap-
ture the informal practices of small businesses. Moreover,
the temporal scope of the analysis restricts the ability to
trace the long-term effects of regulatory changes. Future
research directions should include a deeper examination
of regional disparities in the impact of new regulations,
as well as an exploration of the role of digital platforms
and government support in shaping the resilience of small
tourism enterprises in the post-crisis period.
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PO3BMTOK Manoro TypucTu4Horo 6isHecy
B YMOBaX perioHanbHUX perynaudin y XopsarTii
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i AHoTauig. Merowo craTTi 6Gy/I0 [OOCTIIKEHHS BIUIMBY DEryIsSTOPHMX BMMOT HA €KOHOMiuHi MOKasHMKM Ta
3aBaHTAXXEHICTh MaIuX TYPUCTUYHUX MiANPUEMCTB y XopBaTii. MeTomonoris AOCIiI)KeHHS I'PyHTyBaiacsd Ha MO€AHAHHI
MPaBOBOrO aHAIi3y HOPMATMBHMX aKTiB Ta CTATMCTUYHOTO OTNpalloBaHHs naHux eVisitor, Croatian Bureau of Statistics
i MbKHapogHUX JIKepeJl, 1110 AaJ0 3MOTY OI[iHUTY BIUIMB PETy/sliil Ha JisVIbHICTb MaauX TYPUCTUUHUX MiJIPUEMCTB. Y
2015-2019 pp. po3BUTOK Majoro TyYPUCTUUHOTO 6i3Hecy B XOpBaTii XapaKTepu3yBaBCsl CTIKMM 3POCTAaHHSIM CEeTMEHTY
MPUBATHMUX KiMHAT Ta alapTaMeHTiB: KiJIbKiCTh MpuisaiB 36imbmmnacs 3 4934 tuc. y 2015 p. go 8135 tuc. y 2019 p.
BomHouac TypUCTMUHiI amapTamMeHTM IIiCIsT KOPOTKOUAcHOTO 3pocTaHHsa y 2016 p. MpoAeMOHCTPYBaIM IOCTYIIOBE
CKOpOUeHHS: mpui3au 3sMeHImancs 3 207 Tuc. y 2015 p. go 198 tuc. y 2019 p. (micast niky 230 Tuc. y 2016 p.), a cepenHs
TPUBAJICTb MepebyBaHHsI CKOpoTMIacs 3 6,36 mo 5,72 nobu. Ilomambimii nepion 2020-2024 pp. MO3HAUMBCS Pi3KUM
MaJiHHSIM ITOKAa3HUKIB yHactimok mangemii COVID-19, omHak mMpuBaTHi arnapTaMeHTM Ta CiMeiiHi cagubu IIBUAKO
BiIHOBWIM CBOi MO3uIIii Ta cTaau 6a3MCOM MOCTIAHAEeMIiUYHOTO BimHOBIeHHS. Y 2024 p. KiJbKiCTb MPUi3/iB Y MpUBATHI
KiMHaTM ¥ arapTaMeHTH csirHyna 8,3 MITH 0cib, a CyKyITHi TypucTudHi goxoay — 16,4 muipn moi. CIIA, 110 nepeBuImiIo
IOKPM30Bi TOKa3HUKM. BogHOUAC TYPUCTUYHI anmapTaMeHTy 36eperin TeHJeHIIi0 IO CTarHailii, 1o BKa3ye Ha IOCTYIIOBY
BTpAaTy iX KOHKYPEHTHUX IepeBar. Pe3ynbTaTu JOCIiKeHHS BKa3ylOTh Ha MOTPeby KOMIUIEKCHOTO MiAX0AY 10 MiATPUMKA
MaJIOTO TYPUCTUYHOrO Gi3Hecy, siKuit epenbavyae CIPOIIEHHS PerysITOPHMUX MIPOLenyp, SHUKeHHST aiMiHiCTpaTUBHUX
BUTpAT Ta CIIpUsIHHS IudpoBisalii mpoiieciB uepe3 iHBecTMIIii Ta HABYaHHS MepcoHany. OTpuMaHi pe3yabTaTh MOXKYTb
6yTU BUKOPUCTAHI JepskKaBHMMM Ta MYHIUIMIQIbHMMM OpPTaHAMM BJIAAy IJIsI PO3POOKM TOMITUKM MiATPUMKU MaTUX
TYPUCTUYHMUX TiAIPUEMCTB IUISIXOM BIOCKOHAJeHHS iHpopMaliiiHO-TexHOoMoriyHoi iH(pPacTpyKTypu, HaBUaAHHS
undpoBMX HABUUYOK, CyOCUIyBAHHS IOCTYITY 10 iIHTEPHETY Ta BIIPOBAIKeHHS CTAHIAPTU30BaHKX HM(POBUX pillleHb

i KnouoBi cnoBa: ¢hinaHcoBi pe3ynbTaTi; eIeKTPOHHA 3BiTHICTh; OHIaitH-OpOHIOBAHHS ; iH(OpMalliifHO-TeXHOMOoTiuHa
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