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Abstract 

The success of investments in the tourist infrastructure is primarily linked to two types of returns: the return gained 

by the owner created by the profit from operations conducted in the period of ownership of tourist assets, and the 

return gained by the sale of assets as the net difference between the sale price and purchase price reduced by all 

connected costs of the sale and purchase transaction. Furthermore, when analyzing the investment, it is necessary 

to separate the decision of investing in tourist assets from the decision about the way the tourist enterprise is going 

to be financed, and what level of participation in the assets management the investor wants to have. In line with 

the aforesaid, each investor needs to be aware of those two dimensions and has to know how to manage them. 

Moreover, when investing in tourist assets, investors need to be aware that at some point they are going to sell 

those assets or they will have to reinvest. This fact is very important for a quality investment analysis and adequate 

investment management. Croatian tourist camp sites have 173 accommodation facilities with 217.218 beds or 

about 21% of the Croatian accommodation offer. The average Croatian camp site has the capacity to accommodate 

1.255 persons, whereas camp sites larger than 1.000 beds comprise 80% of the total capacity. Most camp sites are 

still not repositioned toward higher payment power visitors, and only 40% of the camps are categorized as four-

star camp sites, while only one is a five-star camp site. Due to unsolved ownership issues – the problem of property-

legal relationships linked to tourist land, brownfield investments in raising the camp sites’ quality in Croatia came 

across numerous challenges in the implementation of the investment, and it is still unclear how high the return on 

brownfield investments in camp sites’ tourist infrastructure is. In contemporary literature about the analysis of 

investments and evaluation of the tourist assets value, this question is still neglected. The defined problem and 

research subject lead to the hypothesis which will be tested by the present research: H1: Brownfield projects 

(investments) in camp sites indicate a satisfactory economic profitability. 

Keywords: brownfield investments, tourist infrastructure, camp sites, investment profitability  

JEL Codes: Z32, C3, C5 

1. Introduction  

Tourism in Croatia has a key economic and developmental role because it makes more than 20 % of the total BDP, 

and reaches an income of more than 10 billion EUR. The annual investments in tourism are about 1 billion HRK, 

and more than 130.000 people are employed in tourism (101.000 in the hotel and catering industry). However, 

UNWTO has predicted only a modest 4 % growth for the Croatian tourism, mostly as the result of slow investment 

growth of 2,2 % annually. Tourism definitely has the most important role in the Croatian economy and a huge 

developmental potential, but this potential should be actively managed. 

Accommodation in Croatia has generally become increasingly uncompetitive because in the previous period, 

contrary to the Croatian Tourism Development Strategy until 2020, an intensive development of real-estate 

accommodation units located in residential zones of lower quality occurred. Today more than 65 % of the Croatian 

accommodation capacity is composed by real-estate or private accommodation. Only 15 % of the accommodation 

offer is made by hotels and resorts, which is three to four times less than the good international practice (Austria 

69 %, Greece 62 %, Spain 54 % or Italy 44 %). Camps make 21 % of accommodation in beds, but the vast majority 

of camps has still not been renovated and is of a lower quality. 
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According to the categorization of the Ministry of Tourism in 2020, in the category of camp sites in Croatia there 

were 173 camp sites with 217.128 beds, i.e. 72.763 accommodation units (mostly plots of land, camping spots, 

mobile homes and tents). The largest number of camp sites is located on the Adriatic coast, and only a few of them 

are registered in continental Croatia. Camp sites are dominant in Istria (54,4 % of beds), followed by the Primorje-

Gorski Kotar County (18,4 %) and Zadar (10,9 %). Since the largest part of camp site visitors reach Croatia by 

road transport, it is logical that most of the camps are located on the northern Adriatic coast which is the closest to 

the outbound tourist markets. The average size of camp sites in Croatia is 1.255 persons, while the larger camp 

sites are situated in Istria where the average camp site can take 2.363 persons.  

Table 1. Categorized accommodation facilities in the category of camp sites according to category 

Categorized hotel facilities in Croatia according to category 

Category Number of objects 

Total 

accommodation 

units 

Total persons Share (persons) 

Average 

largeness 

(persons) 

2* 58 15.801 47.805 22,0% 824 

3* 63 27.214 81.002 37,3% 1.286 

4* 51 29.273 86.896 40,0% 1.704 

5* 1 475 1.425 0,7% 1.425 

TOTAL 173 72.763 217.128 100% 1.255 

Source: Croatian Ministry of Tourism 

In Croatia 40% of camps (according to capacity) have been renovated and categorized as four-star camping sites, 

while one camping site was categorized as a five-star. As shown in Table 1., other camping sites are of a lower 

quality, categorized as two-star (22 %) and three-star (37,3 %). 

Table 2. Categorized accommodation facilities in the category of camp sites according to size (number of persons) 

Categorized objects according to size 

Size (persons) Number of objects Share Capacity (persons) 
Share in total 

capacity 

Up to 250 49 28,3% 7.199 3,3% 

251-500 30 17,3% 11.817 5,4% 

501-1.000 33 19,1% 25.508 11,7% 

1.001-2.000 31 17,9% 47.911 22,1% 

2.001-5.000 21 12,1% 66.732 30,7% 

More than 5.000 9 5,2% 57.961 26,7% 

TOTAL 173 100% 217.128 100% 

Source: Croatian Ministry of Tourism 

The largest number of accommodation facilities in the Republic of Croatia have a capacity lower than 1.000 

persons (64,7 % of camping sites). On the other hand, 35,3 % of accommodation facilities or only 61 camp sites 

with the capacity of more than 1.000 make the majority (79,5 %) of the share in the total capacity of Croatian 

camping sites (Table 2). 

At the same time the best camp sites in Croatia have reached the best European results, which indicates that there 

is significant room for growth by investing in quality. Figure 1. presents the achieved income per accommodation 

unit in “Croatian camp sites” in comparison to those from Italy and France. The year 2019 is taken as an example 

since the available data from 2020 are unrealistic due to the corona virus pandemic and closed border crossings. 

According to the data from 2019, the best Croatian camp sites achieved over 7.000 EUR of income per spot, 
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similarly to Italy and significantly better than French camp sites with a similar rate of mobile homes. The best 

camp sites of a higher category reached significantly better result than the average (+57 %). Therefore, room for 

growth in the segment of camp sites lays in lower-quality camp sites owned by Croatian hotel companies. Growth 

can be reached by investments, additional facilities and by lifting them to higher quality ranks. 

 

 

Figure 1. Comparison of income per accommodation unit achieved by the best camp sites in Croatia, France and 

Italy in 2019 

Source: Croatian Tourism Association (CTA) 

Regarding investments, additional facilities and lifting camp sites to higher quality ranks, there are two types of 

projects – investments in camp sites: 

• Brownfield projects (investments) which regard the modernization of the existing, obsolete 

accommodation offer and the touristification of the unused state assets (barracks, industrial plants, etc.) 

• Greenfield projects (investments) which represent new buildings, but are mostly oriented toward partly 

used areas and/or urban spaces. 

The basic aim of the research is to establish the economic profitability of brownfield investments in Croatian camp 

sites, from which the basic tested hypothesis is derived: H1: Brownfield projects (investments) in camp sites 

indicate a satisfactory economic profitability. 

2. Literature Review  

The accommodation industry is one of the segments of the tourism industry. Hayes and Ninemeier (2004) divide 

the tourism industry into the hotel industry and catering, sale (tour operators and agencies), transport services and 

destination (activities). The hotel industry can be defined as part of the catering industry which includes offering 

accommodation services, food and beverages in catering facilities meant for that purpose. The trends in the 

development of accommodation facilities have led to the hotel industry encompassing a much wider spectrum of 

catering facilities than the classic notion of hotels. Today the notion of hotel industry encompasses accommodation 

in camp resorts, modern hostels, diffusion hostels, diffusion hotels, apartment complexes, etc. 

There are different reasons why someone would choose to invest into the hotel industry. According to Korobkin 

(2011), with a vast experience in the leading consulting companies for hospitality, there are several reasons for 

investing into hotel real-estates, including camp sites: 

• Hotel real-estates are typically in the opposite cycle than stocks and bonds, and therefore offer 

diversification to investors. 

• Hotel real-estates are protected from inflation because the sale price can be modified on a daily basis as 

part of market conditions.  

• Hotel real-estates offer the possibility of refinancing which generates returns on capital exempt of taxes 

through an increment in the value of assets. The repayment of loans secured by a real-estate create capital 

as well. 
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• Investments in the hotel industry can be effective in terms of tax liabilities due to keeping records of the 

amortization of real-estates. 

• Hotel real-estates ensure a competitive total return on investments and include a temporary inflow of 

income. 

• Hotel real-estates are less volatile than capital. 

• Real-estates are the type of property with the widest possibilities for investment. 

• Tourism and travel are the largest world’s industry and the largest employer with a certain future growth 

trend. 

The Croatian Tourism Development Strategy until 2020 represents a wholesome conceptual framework which 

enables:  

• A coordinated activity of the tourism policy bearers and a systematic harmonization of the tourism policy 

measures 

• The wholesome understanding of the key directions of the Croatian tourism development as a 

precondition for the attraction of potential foreign and domestic investors 

• The aimed orientation of the developmental-investment process and efficient withdrawal of EU funds. 

The strategy starts from the analysis of key indicators of achieved development, it analyses the development 

limitations and possibilities which can be derived from the relevant developmental trends in the global 

environment, and recognizes the key elements of success which the Croatian tourism policy should be focused on. 

The findings of the “status quo” analysis, along with defining the key developmental principles, create the 

preconditions for the creation of a new developmental vision, as well as strategic aims and tasks which have to be 

achieved. The developmental principles reflect the understanding of the developmental process and expected 

changes in the macro environment, but also of the need to set the preconditions for a long-term sustainable and 

competitive tourist development of Croatia. 

According to Grant (2008), each business is linked to the creation of the value added, while in the wider sense 

each business enterprise deals with the issue of how much money consumers want to pay for a certain good or 

service. A challenge to each business strategy, and consequently each investment policy is first to create a value 

added for the clients, and second to “withdraw” a part of this newly created value in the form of profit for the 

company. Regardless of the type and role of the investor, what is a common point to all investments into the tourist 

projects is the current and expected economic value of the real-estate measured through the business value, as well 

as the expected annual income from investments. 

The Croatian tourism has an unambiguous need for a change in the structure and increase in the quality of the 

existing accommodation offer which will primarily reduce seasonality, increase the average consumption and 

advance the positive effects of tourism on the Croatian economy and life in tourism in a sustainable way. This 

means that the quality of the existing accommodation facilities (brownfield investments) should be uplifted, and 

new objects should be built (greenfield investments). 

According to Sturman and Corgel (2011), investments into the hotel industry presupposes three types of investment 

management: 

1. Investment management includes a number of activities where the return and risk linked to the invested 

portfolio are analyzed. 

2. Asset management ensures that the assets which are invested in remains in good condition during the 

course of time, and that the one managing the business behaves in line with expectations. 

3. Business (or operations) management includes activities linked to the management of income and 

expenditures with the aim of achieving an adequate cash flow. 

Analysis and reports on Croatian hotel industry in 2019 have estimated that the total potential of investments in 

the hotel industry in a medium-term period is 11,3 to 15,3 billion EUR. Of this total, the potential of investments 

in the quality of existing facilities relates to the reconstruction of almost 30.000 accommodation units, where the 

total investment value reaches the amount of 0,8 to 2,5 billion EUR. It has been estimated that the potential of 

raising the category from four to five stars exists with 6,000 rooms with an average investment of 160.000 EUR 

per key. The potential to be raised from three to four stars is owned by 17,5 thousand rooms and the average 

investment would be 90.000 EUR per key, whereas to raise the category from two to three stars is possible for 

only 6.000 rooms with an average investment of 60.000 EUR per room. 
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3. Methodology  

The interview was used to estimate the profitability of brownfield investments in camp sites which were included 

in the research sample. A highly-structured questionnaire was used and it was adapted to the context of investments 

in camp sites. The basic data which were collected by the questionnaire were: 

a) General data about the accommodation facility: 

• Name of facility, categorization and category 

• Offer inside the camp sites and trade mark 

• City and tourist destination 

• Number of accommodation units and beds 

• Openness. 

b) Indicators of construction: 

• Year and amount of investment 

• Amount of investment per accommodation unit and per gross m2 of construction 

c) Indicators of development 

• Plot size and total area of the object (including other plots of land, maritime property, etc. used 

by the accommodation facility) 

• Total construction in the net developed area 

• Coefficient of plot usability and number of beds per hectare. 

d) Indicators of business success for a period of 10 years necessary for the calculation of key indicators of 

investment profitability: 

• Indicators of income (total income; ADR – average daily rate; annual occupancy; TRevPar – 

average total income per room; etc.) 

• Indicators of operating income and efficiency (EBITDA; total costs; share of costs; costs of 

salaries; operating margin; etc.) 

After collecting all the necessary data through a highly-structured questionnaire, the calculation of investment 

profitability was done considering four indicators: 

• Internal rate of return – IRR 

• Return on investment – ROI 

• Payback period – PP 

• Asset Valuation – AV 

The return on investments (ROI) is an indicator used to estimate the investment effectiveness of certain projects 

compared to other similar projects. ROI measures the direct investment return by relating the direct earning gained 

from a project and the total investment. In the hotel industry the return on investment is usually calculated as: 

ROI =  
Operating earning (EBITDA)

Total investment
 

ROI is a good indicator because it relatively quickly and in a simple way calculates the percentage of return on 

investments and compares the projected success of various projects. The strongest limitations of this indicator are 

that it does not take care of the dynamics of results through time, but is calculated based on the operating earnings 

reached in the stabilization business year. ROI does also not consider the time value of money.  

Internal rate of return (IRR) is the return rate earned on a project. This is a discount rate where the difference 

between the net present value of cash inflow and outflow is equal to zero. The advantages of the internal rate of 

return relate to the consideration of the time value of money and is more precise than the direct rate of return on 

investments (ROI). The flaws of this indicator are the challenges posed by the estimation of cash flows of the 

project, especially for a longer period. In the hotel industry the internal rate of return is usually calculated as the 

sum of expected cash flows from the operating earnings (EBITDA) in the future minus performed investments 

discounted by the internal rate of return so that the net present value equals zero. 

The payback period (PP) relates to the time necessary to get a return of the total investment amount. In other words, 

this is the time in which the absolute cash inflow compared to the cash outflow through investments equals zero, 

i.e. equals the point of investment coverage. 

The net present value (NPV) is the difference of the net present value of cash inflow and outflow in a defined 

future time. The net present value is used so that the present value of estimated project inflow is compared to 
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outflows from investments. If the NPV is positive, then the return on the project is positive, too. When NPV is 

equal to 0, the discount rate of the cash flow is called internal rate of return (IRR). 

The asset valuation (AV) is very often used as an additional simple indicator of the analysis for investment 

profitability because it multiplies the annual achieved operating earnings (EBITDA) with the market multiplier of 

the perception of the tourist asset value. It is relatively simple to calculate the market value of accommodation 

units in the hotel industry by using this indicator, and it can also be compared to anticipated investments or other 

tourist real estates. 

The limit for the investment profitability, i.e. return on capital which divides a satisfactory from a low economic 

profitability, has been calculated at the internal rate of return (IRR) of 5,8 %, according to the risk premium of a 

mature market, as calculated by Damodaran (2019). In other words, projects which reach the internal rate of return 

(IRR) equal to or higher than 5,8 % are of a satisfactory economic profitability, whereas those which do not achieve 

this return are of a low economic profitability. 

4. Data and Research Results analysis  

The data collected by the structured questionnaire show the structure of categorized camp sites in Croatia and their 

key indicators of success on a very representative and relatively large sample of 31,9% of accommodation facilities 

(55 out of 173 camp sites in Croatia). Three- and four-star camp sites achieve similar performances, mostly due to 

the fact that part of them made investments and raised their quality, but still kept their categorization as three or 

four stars. On the other hand, a large number of camp sites kept their categorization as three or four stars, although 

they did not raise their quality level. That is why the average value is similar, but inside a certain category there 

are significant differences between those which raised their quality and those which did not make investments. As 

presented in Table 3., the collected data show that the achieved gross margin in camp sites is higher than in hotels 

and resorts (61,1 %), and the annual occupancy is lower (25,86 %). 

Table 3. Key indicators of Croatian tourism business – Camp sites 

Categorization  Sample Key indicators of business 

Category 

Number 
of 

objects 

Total 
accommodation 

units 

Total 

persons 

Sample 

number 

of 

objects 

Sample 

(%) 

Annual 

usability 

of units 

(%) 

Average 

price of 
accommod

ation unit 

(EUR) 

RevPAR 

(EUR) 

 

TRevPAR 

(EUR) 

 

GOPPAR 

(EUR) 

 

GOP 

margin 

(%) 

 

2* 58 15.801 47.805 14 24,1% 20,73% 34 2.587 2.820 1.620 57,4% 

3* 63 27.214 81.002 24 38,1% 28,23% 37 3.821 4.382 2.775 63,3% 

4* 51 29.273 86.896 15 29,4% 24,64% 44 3.954 4.538 2.660 58,6% 

5* 1 475 1.425 1 100% 41,42% 52 7.890 8.223 5.464 66,4% 

TOTAL 173 72.763 217.128 55 31,8% 25,86% 39 3.669 4.167 2.547 61.1% 

Source: Author’s work 

The next step was the calculation of investment profitability in four- and five-star brownfield camp sites regarding 

the aforementioned four indicators: Internal rate of return – IRR, Return on investment – ROI, Payback period – 

PP and Asset Valuation – AV. 

Investments into four- and five-star brownfield camp sites show an average internal rate of return (IRR) of 17,7 % 

or 9,1 years necessary to have a return on the initial investment, and the value of the tourist assets after investment 

is 42.640 EUR. The analysis (Table 4.) shows that investment in five-star campsites, although they need more 

financial means, are more profitable than investments in four-star camp sites (five stars IRR = 20,8 %, four stars 

IRR = 16,9 %). Five-star camp sites need 8,5 years to make a return on investment, while four-star camp sites need 

9,3 years. The value of the accommodation unit after investment is much higher with higher quality camp sites 

(five stars – 71.278 EUR, four stars – 35.921 EUR), which means that from the perspective of long-term value 

added five-star camp sites have a greater significance. The “top performer” achieved an exceptional return with a 

realized IRR of 26,9 % and a return on investments made in 7,3 years. To make it simple, if one does not want to 

invest in camp sites more than their market value is as measured by the income method, the maximum investment 

per accommodation unit in camp sites should not overcome 42.000 EUR and 71.000 EUR for five-star camp sites.  
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Table 4. Indicators of profitability of investments in four- and five-star brownfield camp sites  

Indicators of investment profitability 

Camp sites IRR ROI 
Years of 

return 

Value of tourist asset per 

accommodation unit 

(10,25xEBITDA/SJ) EUR 

Total average 17,7% 15,5% 9,1 42.640 

Average 4* 16,9% 15,3% 9,3 35.921 

Average 5* 20,8% 16,5% 8,5 71.278 

TOP performer 26,9% 21,2% 7,3 59.404 

Source: Author’s work 

When testing this research hypothesis, the limit for the investment profitability, i.e. return on capital which divides 

a satisfactory from a low economic profitability has been calculated at the internal rate of return (IRR) of 5,8 %. 

In other words, projects which reach the internal rate of return (IRR) equal or higher than 5,8 % are of a satisfactory 

economic profitability, whereas those which do not achieve this return are of a low economic profitability. 

The results obtained in the conducted research show that the hypothesis H1: Brownfield projects (investments) in 

camp sites indicate a satisfactory economic profitability can be confirmed since brownfield investments in camp 

sites show the average internal rate of return of 17,7 % which is significantly higher than 5,8 % so this is a 

satisfactory economic profitability (Figure 2.). 

 

Figure 2. Economic profitability of investments in camp sites brownfield projects 

Source: author’s work 

The conducted analysis of brownfield investments in camp sites (sample of 35,8 % of the total invested beds in 

camp sites of the Croatian littoral) shows the average internal rate of return on investments (IRR) of 17,7 % or 9,1 

years necessary to gain a return on conducted investments, and the average value of the accommodation unit of 

42.640 EUR estimated by the income method. The conducted research proved that brownfield investments in camp 

sites are profitable. The H1 hypothesis has been confirmed because the internal rate of return of 17,3 % is 

significantly higher that the minimally expected internal rate of return on investments in Croatia of 5,8 %. 
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5. Conclusion 

The research clearly indicates that brownfield investments in camp sites with the aim of raising their quality are 

cost effective, and that this represents a chance to raise the annual occupancy and consumption in tourism. In the 

last 10 years the business of invested camps has significantly improved, but the business conditions are still 

uncompetitive when compared to the European and Mediterranean competition. 

The empirical research collected data on business success, construction and development of invested camp sites 

in the Croatian littoral. The renovated four- and five-star camp sites have an average income of 7.697 EUR per 

accommodation unit and 4.160 EUR of operating income (EBITDA), with an average margin of 54,1 %. However, 

there is still enough space for improvement from the average achieved profit per accommodation unit in four- and 

five-star camp sites (EBITDAPar = 4.160 EUR) to the best performer which achieves almost the double operating 

income per accommodation unit (EBITDAPar = 8.112 EUR). 
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