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1. Recent Developments 

 

Last elections took place in December 2011 with the centre right government of PM Janez Janša 

inaugurated in February 2012, but a year later dismissed by the Parliament in favour of a new centre 

left coalition of 4 political parties. The new government was inaugurated on 20 March 2013. It is led 

by "Positivna Slovenija", a new party on the political scene, with first female PM of Slovenia, 

Alenka Bratusek. "Pozitivna Slovenija" joined ALDE at the end of January this year, for the 

upcoming European elections. 

Ice Strom 2014: Slovenia faced devastating ice storm, starting on 31 January 2014, which enveloped 

most of the country in ice for a week. Initial estimates suggest that damage in the forests, on railway 

infrastructure and the power grid will go into tens of millions of euros. The country is now facing 

floods as aftermath. Slovenia plans to request aid from the EU solidarity fund, which provides 

support if a natural disaster causes damage that exceeds €3.6bn or 0.6% of a country's GNP (€210 

million in Slovenia). According to the latest estimates only damage on Slovenian forests (almost 

60% of Slovenian territory) is €194 million with around 50% of the forest damaged (half a million 

out of 1.18 million hectares). The European Investment Bank is also in discussions with the 

Slovenian Government as to possible loans with maturity of 20 years in the amount of €100-200 

million (press source). The EIB loans are to be taken by the Slovenian state-owned SID export and 

development bank. 

2. Economic Situation 

Source: COM Winter Forecast, February 2014   *without impact of one off measures (i.e. recapitalisation of the banks) 

According to the latest COM winter forecast of 25 February 2014, positive quarterly outturns in 2013 

have reduced the pace of recession. A fragile recovery is expected to start in the second half of 2014 

supported by improving market conditions. Lending to the private sector remains restrained by the 

COM February 2014 Winter Forecast 2010 2011 2012 2013 2014 (f) 2015 (f) 

                                                                       Annual Percentage Change 

GDP 1.3 0.7 -2.5 -1.6 -0.1 1.3 

General government debt 38.7 47.1 54.5 71.9 75.4 78.0 

Structural budget balance -4.7 -4.8 -2.6 -2.2 -2.0 -2.5 

General government balance -5.9 -6.3 -3.8 -14.9 

(-3.7)* 

-3.9 -3.3 

EDP target (June 2013) n.a. n.a. n.a. -4.9% -3.3% -2.5% 

Unemployment rate 7.3 8.2 8.9 10.2 10.8 10.7 

http://ec.europa.eu/economy_finance/eu/forecasts/2014_winter/si_en.pdf
http://ec.europa.eu/economy_finance/eu/forecasts/2014_winter/si_en.pdf
http://ec.europa.eu/economy_finance/eu/forecasts/2014_winter/si_en.pdf
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ongoing deleveraging in both financial and non-financial corporations. With subdued private 

consumption, the external side is expected to be the key driver of the recovery.  

Slovenian statistical office reports that in 2013 exports increased by 2.6% (compared to 2012), 

while imports only by 0.3% (compared to 2012). The export/import ratio was 97.6%. Main trading 

partners are Germany, Austria, Italy, France, and Croatia. 

In its October 2013 mission the IMF also predicted that a slow recovery will likely take hold only in 

the second half of 2014 and will be export-driven. IMF stressed that a more robust and sustained 

recovery can happen only after the financial and corporate sectors are repaired. 

2.1 Public Finance 

The country is subject to the Excessive Deficit Procedure (EDP), with deadline for correction being 

prolonged from 2013 to 2015 by the Council decision of June 2013. In accordance with the decision, 

Slovenia should reach a headline general government deficit target of 4.9 % of GDP in 2013, 3.3 % 

of GDP in 2014 and 2.5 % of GDP in 2015, with an annual improvement of the structural balance of 

0.7% of GDP in 2013, 0.5 % of GDP in 2014 and 0.5 % of GDP in 2015, in order to bring the 

headline general government deficit below the 3 % GDP threshold by 2015. 

In December 2013, the Council issued its opinion on the COM proposal on the Economic 

Partnership Programme, submitted by Slovenia in October 2013, outlining fiscal and structural 

measures as how to reduce the deficit and end the EDP. In general, nearly all reforms are work in 

progress which makes their swift adoption and full implementation of key importance and need to 

be followed up by the COM review of Slovenian National Reform and Stability Programmes in its 

2014 CSRs (June 2014).  

According to the latest COM forecast (see the table above), public debt is projected to increase over 

the forecast horizon from 54.5% of GDP in 2012 to 71.9% of GDP in 2013 and to 78% in 2015. 

Government deficit is projected to increase from 6.3% of GDP in 2011 to 14.9% in 2013 due to one 

off measures for recapitalisation of banks and then to decline to 3.9% in 2014 and to 3.3% in the year 

of correction (i.e. 2015), thus foreseen to remain over the target. The support to banks provided in 

2013 largely explains the temporary high general government deficit (14.9 %) for 2013. The 

structural balance however is foreseen to improve. Nevertheless, the COM issued a recommendation 

to Slovenia on 5 March 2014, urging towards efforts to ensure full compliance with the Council´s 

EDP decision of June 2013, taking the necessary steps to ensure that the structural effort 

recommended by the Council is met. In its in-depth review (see the next chapter), COM 

recommended for Slovenia to put its government debt on downward path with sustained primary 

surpluses and expenditure consolidation, the latter rather through reorganisation than linear cuts. 

2.2 Macroeconomic imbalances (procedure) (MIP) 

In April 2013, the COM concluded that Slovenia was experiencing excessive macroeconomic 

imbalances, particularly involving risks to financial stability stemming from fragile corporate 

balance sheets, compounded by rigidities in labour and capital markets and high state ownership. 

However, the corrective arm of MIP was not triggered given the ambition of the Slovenian national 

reform and stability programmes. The COM monitoring in 2013 (see AMR 2014) shows, there has 

been crucial progress achieved in the area of the banking sector. 

However, domestic demand remains weak, with falling investment, increase in private sector debt 

(especially of firms) as well as rapid rise of the government debt (exceed 60% of GDP by end-2013 

(see the winter forecast above). The export market share has deteriorated strongly; the export 

dynamics is significantly worse and Slovenia is an outlier among "new member states". The 

https://www.stat.si/eng/novica_prikazi.aspx?id=6044
http://www.imf.org/external/np/ms/2013/102813.htm
http://ec.europa.eu/economy_finance/economic_governance/sgp/pdf/30_edps/126-07_council/2013-06-21_si_126-7_council_en.pdf
http://ec.europa.eu/economy_finance/economic_governance/sgp/pdf/30_edps/other_documents/2013-12-10_si_-_epp_council_opinion_en.pdf
http://ec.europa.eu/economy_finance/eu/forecasts/2014_winter/si_en.pdf
http://ec.europa.eu/economy_finance/economic_governance/sgp/pdf/30_edps/other_documents/2014-03-05_si_commission_recommendation_en.pdf
http://ec.europa.eu/europe2020/pdf/2014/amr2014_en.pdf
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unemployment indicator has also continued increasing, leading to rising social costs of the 

adjustment.  

The IMF points out that despite an increase, public and household debts are still low. Unemployment 

remains below the euro area average. Parliament has approved important fiscal reforms. The current 

account has swung from a large pre-crisis deficit to a projected surplus of almost 6% of GDP this 

year (4.9% for 2013 by the COM winter forecast), thanks in part to improving competitiveness. 

However, given the gravity of the situation, Slovenia was subject to COM 2014 in-depth review of 5 

March 2014, which concluded that Slovenia is still experiencing excessive imbalances. In 

particular, the extent of state involvement in the economy remains too large, corporate sector 

deleveraging too slow, banking sector still in restructuring phase, country´s competitiveness too 

weak (i.e. substantial loss of export market share over past five years) and government debt in sharp 

increase over the past years. 

2.3 Banking sector 

Slovenian financial sector still has a large share of banks being state controlled. In the past two 

decades their excessive risk taking, weak corporate governance and insufficiently effective 

supervision tools lead to the current banking crisis. According to the latest 2013 OECD survey of 

Slovenia about 40% of banking loans are issued by state-owned banks and more banks are state-

controlled. 

In December 2013, the Slovenian government conducted the asset quality review and stress test of 

its major banks, resulting in recapitalisation of two largest state-owned banks (NLB, NKBM) as well 

as the third recapitalisation planned for 2014 (Abanka). 

Slovenian "Bad Bank" (Bank Asset Managment Company; BAMC) was established in March 2013 

and has already been receiving a first batch of bad loans. Each instalment of bad assets is subject to 

the authorisation by the COM. In its recent visit to Slovenia, Benoît Cœuré, Member of the 

Executive Board of the ECB, stressed that the BAMC should keep resisting vested interests. It needs 

to continue building up the institution itself so that it is credible and independent and should take 

decisions that are in the interest of Slovenian taxpayers. The asset quality review and the stress tests 

were only the first step, while financial sector restructuring and a comprehensive reform of the 

banking system are still awaiting completion.  

The adjustment in the housing market has resumed, which will depress the value of collateral held 

by banks. The financial sector has continued to reduce its total liabilities for a third consecutive year, 

as the woes of the corporate sector further deteriorate the quality of banks' credit portfolios and puts 

pressure on their already thin capital buffers (see AMR 2014). 

2.4 Corporate sector 

Corporate debt to equity ratio is among the highest in Europe. Cross ownership between large 

industrial groups, financial holding companies and banks, and lengthy bankruptcy procedures 

exacerbate the underlying problem of debt overhang. In addition, the companies are facing poor 

domestic and export revenues, combined with elevated costs of labour and capital, which prevents 

them from generating the cash flows needed to maintain working capital and pay down debt. 

2.5 (Foreign Direct) Investment 

According to the COM latest forecast, the 2013 trend for investment as a whole remained negative, 

mirroring the ongoing deleveraging, although investment in 2013 was supported by one-offs and EU-

http://www.imf.org/external/np/ms/2013/102813.htm
http://ec.europa.eu/economy_finance/publications/occasional_paper/2014/pdf/ocp187_en.pdf
http://www.oecd.org/economy/surveys/slovenia-2013.htm
http://www.oecd.org/economy/surveys/slovenia-2013.htm
https://www.ecb.europa.eu/press/inter/date/2014/html/sp140215.en.html
http://ec.europa.eu/europe2020/pdf/2014/amr2014_en.pdf
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funded local projects. Slovenia needs to open up to FDIs. Misconceived defence of national interests, 

including the reluctance to sell assets to foreigners, burdens the budget and prolongs the corporate 

and financial sector distress. The Slovenian economy is characterized by a low FDI stock and weak 

export performance. Slovenia's inward FDI stock stood at 31% of GDP in 2012, which is one of the 

lowest among new EU Member States, despite having a high-quality workforce and being located 

close to main EU markets.  

2.6 Labour market and pension system 

Previous government launched reforms in both areas diminishing rigidity of the permanent contracts 

and simplifying administration procedures as well as raising the effective retirement age. However, 

an important area, which needs to be tackled, is the “student work”. It leads to companies hiring 

students rather then employing fully fledged workers due to lower costs (no need to pay benefits), 

which leads to a distorted labour market, with increased unemployment for the skilled workers and 

graduates on one hand and with extended study periods on the other. While no systemic measures 

have been taken to address the widespread and unprotected student work available to pupils and 

students, student allowance for personal income tax was cut by one quarter in 2013. In addition, 

regulation of student work similar to other types of work has been announced without providing 

details, on basis of an announced analysis to reduce labor market segmentation and prevent its 

abuses. 

The 2012 pension reform is a valuable first step to increase the very low employment rate of older 

workers in order to come closer to the Europe 2020 employment target and to close the gap between 

the effective and statutory retirement age (COM Staff Document to CSRs 2013). The employment 

rate of older workers could be further increased by restricting the remaining opportunities for early 

retirement and providing additional incentives to remain in work until reaching the statutory 

retirement age or even beyond. 

http://ec.europa.eu/europe2020/pdf/nd/swd2013_slovenia_en.pdf
http://ec.europa.eu/europe2020/pdf/nd/swd2013_slovenia_en.pdf

