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“Financialization of the State: Preliminary Analysis for Croatia” was the title of a presentation I 
delivered for the Croatian National Bank in Zagreb on 6th June 2019 as part of GEOFIN’s 
stakeholder engagement and outreach. My talk, delivered in Croatian, was the 30th iteration of 
the Bank’s occasional Economics Workshop (Ekonomska radionica) series, which hosts experts 
from outside of the Bank and provides a platform for a dialogue between the Bank staff and the 
“outside world”. The invitation to present my research findings was extended by Mr. Vedran Šošić, 
the Chief Economist of the Bank. I opened my presentation by briefly explaining the basic concept 
and objectives of the GEOFIN research project as well as my own role within it. In the second 
part of the presentation, I explained the concept of the ‘financialization of the state’ and discussed 
the scholarly state of play (with a particular focus on East-Central Europe) on the state-centred 
processes most closely connected with financialization: monetary and fiscal policies; public debt; 
provisioning of public services and goods; law-making and regulation; and investment policy. In 
the final part of the presentation, I outlined a preliminary analysis of the financialization of state in 
Croatia based on secondary quantitative data and existing literature and using other countries of 
East-Central Europe as the comparative frame of reference. My presentation highlighted the 
following relative characteristics of the financialization of the Croatian state: higher levels of public 
debt and debt servicing costs; larger shares of high-cost forms of debt (especially foreign-currency 
and short-term debt); and more advanced financialization of the pension system through the 
expansion of capitalized pension funds, which are crucially also important creditors of the Croatian 
state. These processes were part of a broader, distinctly peripheral financialization of Croatia’s 
economy, based on massive inflows of foreign interest-bearing capital that drove a major credit 
and assets boom in the 2000s. The state maintained a macro-economic environment conducive 
to these processes, especially through its long-standing anchoring of monetary policy in a 
managed exchange rate and its successful inflation-targeting. This mode of financialization was 
one of the key causes of the accumulation of macroeconomic imbalances (external debt and 
current account deficits) and Croatia’s increased vulnerability to external shocks. The implications 
of both became visible in the aftermath of the global financial crisis when a reversal of capital 
flows set off a long recession and a period of rapid expansion of public debt and debt servicing 
costs. My presentation was followed by a lively discussion that involved many members of the 
diverse audience of about 25 experts, including the Bank staff, experts from other public sector 
organizations and academics. Participants engaged intensively with the concept of 
financialization, which was previously not familiar to all of them, and posed searching questions 
about its causes and connections with global economic and social transformations, including the 
current environmental crisis. At the same time, they questioned some of the critical arguments 
about the nature and the effects of Bank’s policies and called for a more careful interpretation of 
particular statistical indicators. Overall, the event succeeded in being a venue for an open and 
engaged dialogue between public finance practitioners and academic research communities. 
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Fig. 1. Croatian National Bank in Zagreb, Croatia. Photo by Suradnik13 (Licensed under the 
Creative Commons Attribution-Share Alike 4.0 International, 3.0 Unported, 2.5 Generic, 2.0 Generic 
and 1.0 Generic license). 

 

 

Fig. 2. Dr Marek Mikuš delivering his presentation to the Croatian National Bank in Zagreb on 6th 
June 2019. Photo by Petra Rodik (used with author’s permission). 


