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Key developments and challenges
Further reductions in the regulatory burden for 
enterprises are necessary to enhance the economy’s 
competitiveness. The government should promote better 
corporate governance, aid restructuring and plan for 
privatisations once market conditions improve. 

While the largely state-owned financial sector has so 
far weathered the global crisis, it still relies on foreign 
financing and is vulnerable to sharp deteriorations in 
asset quality due to the impact the crisis is having on the 
real sector. The authorities should try to limit their direct 
involvement in bank decision-making, improve corporate 
governance and aim to reduce state control through 
privatisation, while ensuring banks maintain  
adequate capital.

Slovenia’s entry into the eurozone and the recent fiscal 
response to the crisis are a testament to the country’s 
sound macroeconomic management, but fiscal policy 
should be tightened as soon as the economy rebounds. 
Pension reform is urgently needed to ensure the 
sustainability of government finances. 

Country data 
Population (in millions)  2.0
Area (’000 sq km)  20.5
GDP (in billion US$, 2008) 54.6
Average transition score (scale: 1 to 4.33)  3.41

Progress in structural reform  

Business environment and competition
While the overall business environment is good, competition 
continues to be hampered by the high regulatory burden on 
enterprises, state involvement in many sectors of the economy 
and the weakness of the competition authority. According  
to the 2009 Organisation for Economic Co-operation and 
Development (OECD) product market indicator, Slovenia ranks 
below the OECD average in terms of the ability of the economy 
to unleash market forces. The World Bank Doing Business 2010 
survey shows that the procedures required for hiring and firing 
workers, registering property, trading across borders and 
enforcing contracts are more burdensome than in most  
other OECD countries. In addition, the state or its investment 
funds still exercise effective control over many Slovenian 
enterprises, and the Competition Protection Office is still  
not an independent agency and lacks budgetary autonomy  
(although its powers have been strengthened in 2008).

Infrastructure
State-owned companies still dominate much of the country’s 
infrastructure. There has been little development since the 
privatisation of the incumbent telecommunications operator, 
Telekom Slovenije (TS), was suspended in March 2008.  
TS still controls over 80 per cent of the fixed-line market and 
around half of the mobile and internet markets (through its 
subsidiaries), which is high by EU standards, although it is 

facing increasing competition from private operators. In 
February 2009 the independent telecommunications regulator, 
APEK, started proceedings against TS for alleged abuses of its 
dominant position; a decision is still pending. In addition, since 
TS’s licence is about to expire, in June 2009 APEK announced 
a tender for five-year licences for new universal service 
providers. The licences will be awarded on a regional rather 
than a national basis, which will make it easier for smaller 
companies to apply.

There has been further reform in the power sector. Since  
2007 the sector has been fully unbundled into generation, 
transmission and distribution, although all these remain under 
full state ownership. Private sector participation has increased, 
with 14 suppliers now active in the retail market, and an 
independent regulator is in place. However, in June 2009 the 
European Commission took action against Slovenia (along with 
25 other member states) for not complying with EU directives 
on energy in three areas: inadequate alternative dispute 
settlement procedures for consumers, a lack of reliable 
information on the capacity of the network, and not allocating 
existing capacity well enough. The gas market is also still 
dominated by a state company, although the Italian company 
ENI entered the market as a new supplier of retail and 
wholesale natural gas in 2008.

Financial sector
So far the Slovenian banking system has withstood the global 
financial crisis relatively well. The authorities responded rapidly 
by inter alia providing an unlimited guarantee for all deposits by 
individuals and small enterprises until the end of 2010, making 
up to €12 billion available in state guarantees on new debt 
issuance by banks and earmarking a further €1.2 billion in 
state guarantees for loans to non-financial companies. 

However, the financial crisis has highlighted the need to 
restructure bank balance sheets. Recent research by the 
International Monetary Fund (IMF) has shown that banking 
sector efficiency and profitability indicators have consistently 
been lower than those in most other EU countries in recent 
years. Slovenian banks have also been overly reliant on 
external funding (much of it short term), which now carries  
with it high refinancing risks. Moreover, a combination of rapid 
credit growth in the past, the severity of the downturn and the 
concentration of loans in certain badly affected sectors has led 
to a significant deterioration in credit quality over the past year.

Partly because of the crisis, the government has become more 
directly involved in the management of banks. The state and its 
investment funds remain majority owners of the two largest 
banks, NLB and NKBM, which have a joint market share of 
about 50 per cent. Plans to privatise both these banks remain 
on hold. The main foreign shareholder in NLB – the Belgian 
bank KBC – is still trying to sell its stake after failing to gain 
control. In the spring of 2009 the government prohibited banks 
benefiting from state guarantees from rolling over loans that 
had been made to some of the country’s largest management 
buy-outs in recent years. Instead of rolling over overdue loans 
and as a result of the lower value of collateral, banks have 
started to seize equity stakes in some of Slovenia’s largest 
firms. In June 2009 the government set up a company to 
manage the sale of these equity stakes to ensure the sales 
were reasonably priced. 

Slovenia



Fiscal balance and current account balance
■ Fiscal balance (% of GDP)   ■ Current account balance (% of GDP)

Interest rates and inflation
■ Money market rate (% average-over-period)   ■ Consumer price index (% year-on-year)

Macroeconomic performance 

Slovenia has been particularly affected by the collapse  
in external demand. After an impressive GDP growth of 
5.6 per cent in the first half of 2008, growth rapidly 
decelerated through the end of 2008 and the beginning of 
2009. In the first half of 2009 GDP decreased by 8.8 per cent 
compared with the same period in 2008. The credit squeeze 
and the collapse in exports have led to a rapid rise in corporate 
bankruptcies and unemployment, while inflation fell by mid-
2009 to close to zero per cent. 

After several years of fiscal consolidation (which, according  
to Eurostat methodology (ESA95), lowered the fiscal deficit  
to 0.9 per cent of GDP in 2008), the government has 
implemented a more expansionary policy in response to the 
crisis. Between December 2008 and July 2009 the government 
adopted three anti-crisis packages, including increased 
investment for infrastructure projects, support to troubled 
companies and subsidies to employees on extended leave. 
These discretionary measures (estimated at 1.6 per cent of 
GDP) and the size of automatic stabilisers (estimated at  
2.7 per cent of GDP) are expected to contribute to a rise in  
the consolidated government budget deficit to 5.5 per cent  
of GDP in 2009. To finance part of this deficit the government  
has so far successfully placed three eurobonds for a total of 
€4 billion in February, March and September 2009. 

The current account deficit increased to 6.1 per cent of GDP  
in 2008 from 4.8 per cent in 2007, partly because of slowing 
exports, high prices for imported energy and higher interest 
payments on external debt. This deficit is forecast to decline  
significantly in 2009 on the back of lower commodity prices 
and falling imports. Given continued low levels of foreign direct 
investment (FDI), Slovenia’s external debt levels are projected 
to continue to rise (external debt to GDP stood at 46 per cent  
at the end of 2008). 

Outlook and risks

The economy is forecast to contract by close to 8 per cent in 
2009 and then recover slowly in 2010. However, the outlook is 
dependent on a sustained rebound in external demand. The 
banking sector also remains vulnerable as a result of the high 
reliance on external funding and the uncertain credit quality of 
bank balance sheets, particularly in those banks where the 
state retains a significant share. More decisive reforms are 
needed to underpin a rapid recovery and sustained growth. 
These should include decreasing the regulatory burden on 
enterprises, improving labour market flexibility by further 
liberalising employment protection legislation and privatising 
large-scale enterprises and financial institutions once 
conditions improve. While the government has addressed the 
crisis with a range of fiscal measures, such measures should 
refrain from supporting ailing industries, and fiscal adjustment 
will be necessary once the crisis subsides. Substantial pension 
reform is still required to ensure that public finances are 
sustainable over the long term. 

 Slovenia – Transition assessment 225

Real GDP (1989=100)
■ Slovenia   ■ Average, transition countries

Transition indicators 2009
■ Slovenia   ■ Maximum, transition countries   ■ Minimum, transition countries
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Structural and institutional change indicators

Liberalisation  
and privatisation 

Current account convertibility – 
full

Controls on inward direct 
investment – no1 

Interest rate liberalisation – full

Exchange rate regime –  
euro-floating

Wage regulation – yes

Tradeability of land – full 
except non-EU foreigners

Business environment  
and competition 

Competition office – yes

Quality of insolvency law – high

Secured transactions law – 
under development

 
Infrastructure

Telecoms regulatory 
assessment compliance – full

Independence of the  
electricity regulator – full

Separation of railway 
infrastructure from operations 
– full

Independence of the road 
directorate – partial 

 
Financial sector

Capital adequacy ratio –  
11.7 per cent (2008)

Deposit insurance system – yes

Private pension funds – yes 

 
Social reform

Share of population living in 
poverty – <2.0 per cent (2004)

Government expenditure on 
health – 6.6 per cent (2005)

Government expenditure on 
education – 6.0 per cent 
(2005)

Household expenditure on 
power and water – 9.1 per cent

2003 2004 2005 2006 2007 2008 2009

Enterprises
Privatisation revenues (cumulative, in per cent of GDP)  4.7 4.7 4.8 4.9 6.4 6.5 na
Private sector share in GDP (in per cent) 65.0 65.0 65.0 65.0 70.0 70.0 70.0
Private sector share in employment (in per cent)  69.0 69.0 69.0 70.0 71.0 71.0 na
Budgetary subsidies and current transfers (in per cent of GDP) 3.3 3.5 3.6 3.6 3.3 3.6 na
Share of industry in total employment (in per cent) 37.8 38.1 37.4 35.9 36.2 27.6 na
Change in labour productivity in industry (in per cent) 5.2 2.0 3.0 10.2 4.5 26.4 na
Investment/GDP (in per cent) 25.2 27.4 27.0 28.7 31.4 32.2 na
EBRD index of small-scale privatisation 4.3 4.3 4.3 4.3 4.3 4.3 4.3
EBRD index of large-scale privatisation 3.0 3.0 3.0 3.0 3.0 3.0 3.0
EBRD index of enterprise reform 3.0 3.0 3.0 3.0 3.0 3.0 3.0

Markets and trade 
Share of administered prices in CPI (in per cent) 15.4 16.1 16.7 17.4 15.0 13.1 na
Number of goods with administered prices in EBRD-15 basket 1.0 1.0 1.0 1.0 1.0 1.0 na
Share of trade with non-transition countries (in per cent) 75.0 76.6 72.0 70.9 69.0 68.4 na
Share of trade in GDP (in per cent) 93.3 99.3 105.0 113.3 119.4 115.5 na
Tariff revenues (in per cent of imports) 1.1 0.5 0.2 0.2 0.2 na na
EBRD index of price liberalisation 4.0 4.0 4.0 4.0 4.0 4.0 4.0
EBRD index of forex and trade liberalisation   4.3 4.3 4.3 4.3 4.3 4.3 4.3
EBRD index of competition policy 2.7 2.7 2.7 2.7 2.7 2.7 2.7

Financial sector 
Number of banks (foreign-owned)2 22 (6) 22 (7) 25 (9) 25 (10) 27 (11) 24 (11) na
Asset share of state-owned banks (in per cent) 12.8 12.6 12.0 12.5 14.4 15.4 na
Asset share of foreign-owned banks (in per cent) 18.9 20.1 22.6 29.3 28.8 31.1 na
Non-performing loans (in per cent of total loans) 9.4 7.5 6.4 5.5 3.9 3.6 na
Domestic credit to private sector (in per cent of GDP)3 41.3 48.1 56.3 65.8 78.8 85.6 na
Domestic credit to households (in per cent of GDP)  10.8 12.2 14.8 17.0 19.2 19.9 na
– Of which mortgage lending (in per cent of GDP) 2.3 2.8 4.2 4.5 6.2 6.8 na
Stock market capitalisation (in per cent of GDP) 22.5 26.2 22.0 37.1 57.0 22.5 na
Stock trading volume (in per cent of market capitalisation) 11.8 14.8 9.3 8.8 12.3 6.9 na
Eurobond issuance (in per cent of GDP) 0.0 0.7 0.0 0.0 6.3 0.0 na
EBRD index of banking sector reform 3.3 3.3 3.3 3.3 3.3 3.3 3.3
EBRD index of reform of non-bank financial institutions 2.7 2.7 2.7 2.7 2.7 3.0 3.0

Infrastructure 
Fixed-line (mobile) penetration rate (per 100 inhabitants) 40.7 (87.2) 40.6 (92.6) 40.8 (87.9) 41.8 (90.7) 42.6 (96.9) 20.1 (102.0) na
Internet users (per 100 inhabitants) 31.9 36.4 46.2 50.0 52.8 49.2 na
Railway labour productivity (1989=100) 150.3 163.2 155.4 175.8 186.5 169.6 na
Residential electricity tariffs (USc kWh) 11.5 12.9 13.1 13.3 14.0 18.4 na
Average collection rate, electricity (in per cent) 93 na 90 96 99 99 na
GDP per unit of energy use (PPP in US dollars per kgoe) 5.6 5.9 6.2 na na na na
EBRD index of infrastructure reform 3.0 3.0 3.0 3.0 3.0 3.0 3.0
– Electric power 3.0 3.0 3.0 3.0 3.0 3.0 3.0
– Railways 3.0 3.0 3.0 3.0 3.0 3.0 3.0
– Roads 3.0 3.0 3.0 3.0 3.0 3.0 3.0
– Telecommunications 3.0 3.0 3.0 3.0 3.0 3.3 3.3
– Water and wastewater 3.3 3.3 3.3 3.3 3.3 3.3 3.3

1 Direct investment by non-residents in the production or trading of armaments and military equipment requires a government licence.  
2 Two foreign branches are included in the figure.
3 Source: Bank of Slovenia.



Macroeconomic indicators
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2003 2004 2005 2006 2007 2008 
Estimate

2009 
Projection

Output and expenditure (Percentage change in real terms)
GDP 2.8 4.3 4.5 5.8 6.8 3.5 -7.8
– Private consumption 3.3 2.7 2.6 2.9 6.7 2.0 na
– Public consumption 2.2 3.4 3.4 4.0 0.7 6.2 na
– Gross fixed capital formation 8.1 5.6 3.7 9.9 11.7 7.7 na
– Exports of goods and services 3.1 12.4 10.6 12.5 13.7 2.9 na
– Imports of goods and services 6.7 13.3 6.6 12.2 16.3 2.9 na
Industrial gross output 3.0 5.2 2.9 6.4 8.4 -1.4 na
Agricultural gross output1 -20.0 11.0 -0.7 -4.4 2.2 0.2 na

Employment2 (Percentage change)
Labour force (end-year) 3.1 2.7 2.4 -1.5 2.0 1.3 na
Employment (end-year) 2.9 2.9 1.6 0.3 2.9 1.8 na

(In per cent of labour force)
Unemployment (end-year) 6.8 6.6 7.4 5.7 4.8 4.3 na

Prices and wages (Percentage change)
Consumer prices (annual average) 5.6 3.6 2.5 2.5 3.6 5.7 1.8
Consumer prices (end-year) 4.6 3.2 2.3 2.8 5.6 2.1 0.2
Producer prices (annual average) 2.5 4.4 2.8 2.4 5.5 5.6 na
Producer prices (end-year) 2.1 5.0 1.7 3.0 6.4 3.5 na
Gross average monthly earnings in economy (annual average)3 7.5 5.7 4.9 4.8 5.9 8.3 na

Government sector (In per cent of GDP)
General government balance -2.7 -2.2 -1.4 -1.3 0.5 -0.9 -5.5
General government expenditure 46.4 45.8 45.2 44.5 42.3 43.6 na
General government debt 34.1 35.0 33.9 33.8 29.9 29.6 na

Monetary sector (Percentage change)
Broad money (M2, end-year) 6.2 6.6 7.8 8.2 10.6 5.1 na
Domestic credit (end-year) 14.4 24.1 20.2 21.6 24.9 14.9 na

(In per cent of GDP)
Broad money (M2, end-year) 50.5 49.9 50.7 50.8 50.5 49.3 na

Interest and exchange rates (In per cent per annum, end-year)
Discount rate 5.0 3.3 3.8 3.8 4.0 4.3 na
Interbank market rate (average) 5.6 4.7 4.0 3.6 4.1 4.3 na
Deposit rate (average 31-90 days) 6.0 3.8 3.2 2.8 3.6 4.1 na
Lending rate (average short-term working capital) 10.8 8.7 7.8 7.4 5.9 6.7 na

(Euros per US dollar)
Exchange rate (end-year) 0.8 0.7 0.8 0.8 0.7 0.7 na
Exchange rate (annual average) 0.9 0.8 0.8 0.8 0.7 0.7 na

External sector (In millions of US dollars)
Current account -215.1 -892.4 -619.9 -997.2 -2,243.3 -3,322.9 -1,134.7
Trade balance -622.2 -1,257.5 -1,258.1 -1,487.2 -2,330.4 -3,880.3 -1,764.7
– Merchandise exports 12,916.3 16,064.6 18,145.8 21,327.0 27,093.3 29,607.1 23,685.7
– Merchandise imports 13,538.5 17,322.1 19,403.9 22,814.2 29,423.7 33,487.4 25,450.4
Foreign direct investment, net -174.1 281.1 -67.0 -215.2 -273.4 518.8 -250.0
Gross reserves, excluding gold (end-year)4 8,585.9 8,822.1 8,530.3 7,033.8 978.5 876.7 na
External debt stock 16,703.2 20,940.1 25,620.0 31,691.4 51,134.5 55,160.8 na

(In months of imports of goods and services)
Gross reserves, excluding gold (end-year)5 5.9 4.8 4.6 3.1 0.3 0.3 na

(In per cent of exports of goods and services)
Debt service 16.6 16.9 17.5 18.4 18.4 18.3 na

Memorandum items (Denominations as indicated)
Population (end-year, million) 2.0 2.0 2.0 2.0 2.0 2.0 na
GDP (in billions of euros) 25.1 27.1 28.7 31.1 34.6 37.1 34.9
GDP per capita (in US dollars) 14,201.2 16,833.6 17,849.1 19,379.0 23,564.4 27,134.7 na
Share of industry in GDP (in per cent) 25.3 24.7 24.0 23.8 23.4 22.4 na
Share of agriculture in GDP (in per cent) 2.2 2.3 2.4 2.1 2.2 2.1 na
Current account/GDP (in per cent)5 -0.8 -2.7 -1.7 -2.5 -4.8 -6.2 -2.4
External debt - reserves (in US$ million) 8,117.3 12,118.1 17,089.8 24,657.6 50,156.0 54,284.1 na
External debt/GDP (in per cent)5 52.7 56.7 71.3 77.5 100.6 105.7 na
External debt/exports of goods and services (in per cent)5 95.3 97.6 115.1 116.8 145.3 156.4 na

1 Agricultural value-added.
2 Data based on labour force surveys (Eurostat).
3 Data for enterprises employing three or more persons until 2004. From 2005 onwards, data for legal persons with 1 or 2 employees in the private sector also taken into account.
4 From 1 January 2007 foreign exchange reserves of the Bank of Slovenia include foreign cash in convertible currencies, deposits abroad and first class securities of issuers from outside the EMU in foreign currency.
5 Ratio calculated in euros.


