
STARTING POINT -  FISCAL POLICY IN SLOVENIA
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Source: SORS, Minsitry of Finance.



Fiscal space is limited

Source: Minsitry of Finance.
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 In SI we had fiscal space 

without creating deficit 

after consolidation 

process in period 2017 –
2019.

 Without structural 

changes the gab will 

increse.



Key elements of the new EU fiscal framework

The general government deficit
decreases and remains below 3%
of GDP over the medium-term
(without further measures after
the adjustment period, while also
including the impact of ageing
costs).

Deficit resilience safeguard:
required minimum annual structural
adjustment until the structural
deficit is below 1.5% of GDP (0.4
pp. of GDP in case of a 4-year
adjustment period, or 0.25 pp. of
GDP in case of extension).

Deficit criterion (corrective path): if
the deficit is above the 3% of GDP
reference value a minimum annual
structural adjustment of 0.5 pp. of
GDP is required (which is adjusted
to take into account the increase
of interest payments for the
remainder of the RRP until 2027).

Debt remains on a credible
declining path or remains below
60% of GDP over-the medium
term.

Debt sustainability safeguard:
required minimum annual
decrease in the debt ratio (0.5 pp.
of GDP for MS whose debt is
between 60% and 90% of GDP and
1 pp. of GDP in case of a debt
ratio above 90% of GDP). Excludes 
years for which the MS is under the 
excessive deficit procedure.

The fiscal path must 

ensure that:

 Compliance with the 
requirements is based on the 
debt sustainability analysis. 



Importance of a medium-term fiscal policy 

strategy …

 … It is important that net 

expenditure does not 

grow faster than the 
production capacity of 

the economy or 

potential GDP. 

Source: SORS, Minsitry of Finance.
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Debt sustainability analysis becomes central tool for 
fiscal policy – with targeted expenditures growth (4.5% on average) 
should ensure debt reduction on medium term below 60 % of GDP (black 
line)

45

50

55

60

65

70

75

80

85

90

2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038

%
 G

D
P

Debt to GDP dynamics under different scenarios

Pension reform scenario No fiscal adjustment scenario MTFSP 2025-2028 Reference value



Ageing cost projections
 Long-term projections of age-related expenditure are prepared by the European Commission every 3 years. 

 According to the 2024 Ageing Report, ageing costs in Slovenia are expected to increase from 22.1% GDP in 2024 to 27.5% of GDP in 2070, mainly due to large 
increase in pension expenditure (from 10.2% of GDP in 2024 to 13.7% of GDP in 2070).

 The above-average increase in pension expenditure in Slovenia is steaming from low participation rates of older workers (especially in the 60-64 age group), 
which are among the lowest in the EU.

 In the EU average, pension expenditure is expected to hover around 12% of GDP by 2070.

 Combination of the proposed measures (‚pension reform scenario‘) would keep the pension expenditure at around 11% of GDP by 2070.
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The estimation of impacts of the reforms and 

investments becomes more important 

Example form MTFSP: Model-based assessment of the potential macroeconomic effects of green 

investments by the general government sector.

 The additional investments by the general government could result in Slovenian GDP in 2030

being 1.2% higher than in the baseline scenario without measures.

 Estimates suggest that the positive impact would be maintained even after the completion of

the investment period. In the long term, Slovenian GDP could be around 0.7% higher than in the

baseline scenario without measures.

2024 2025 2026 2027 2028 2029 2030 2035 2040 2045

GDP 0.4 0.4 0.6 0.7 0.9 1.1 1.2 1.0 0.8 0.7

Impact on Slovenian GDP of an increase in public investment (as % deviation from the 

baseline scenario without measures), by year (Source: QUEST III R&D model)



Fiscal risks: I. General government revenue sensitivity

 General government revenue 

path in case of 0.5, 1 and 2 

percentage points higher/lower 

nominal economic growth than 
that projected in the latest 

IMAD forecast.

 Revenue projections are based 

on projections of the movement 

of fiscal revenues bases.

Source: Draft Budgetary Plan 2024 of the Republic of Slovenia.



Fiscal risks II.General government budget sensitivity

 Fiscal ready reckoner tool is 

used to evaluate the 

impact of 1 percentage 
point change in the annual 

growth rate of selected 

economic determinant on 

individual general 

government sector item.

 Revenue projections are 

based on projections of the 

movement of fiscal 

revenues bases.

Source: Draft Budgetary Plan 2024 of the Republic of Slovenia.

Budget impact  in % 

of GDP

Economic determinant (1 p.p. higher annual growth) Budget item 2023 2024

GDP (income) component

Compensation of employees
Social security 

contributions 
0.12 0.24

Nominal wages growth) Personal income tax 0.06 0.14
Employment Personal income tax 0.05 0.09
Gross operating surplus Corporate income tax 0.06 0.13

GDP (expenditure) component
Household consumption Value added tax 0.07 0.15
Household consumption Excise duties 0.02 0.04

Labour market (1 p.p. higher annual growth)

Nominal wages
Public sector wages 

expenditure
0.08 0.15

Nominal wages Public pension expenditure 0.05 0.11

Inflation (1 p.p. higher annual growth)

CPI Public pension expenditure 0.04 0.07

CPI
Other social transfers 

expenditure
0.06 0.06

Interest rates

Interest rates (100 b.p. higher annually) Interest expenditure 0.70 0.69



Fiscal transparency A.



Fiscal transparency B.



PUBLIC FINANCE | GOV.SI 

Source: Investopedia / Eliana Rodgers

Kenneth Rogoff, Harvard University:
“I have to say my biggest disappointment in the policy response 
to the financial crisis has not been in either of those. It’s really 
been in structural reforms. Where is our third arrow? Where 
are the reforms that are going to generate, you know, more 
long-term growth in the United States? Simpson-Bowles, I 
think, had some good ideas about tax reform. Didn’t happen. 
Dodd-Frank has 30,000 pages, when you do all the legislation, 
but I think it’s missing high equity ratios, and such.”

Conclusion: 

The budgets we work on in parliament/government  are more than just fiscal documents 

(MTFSP); they are a reflection of our moral values as well. In choosing where to spend money, 

members of parliament / government choose what priorities they value.

katja.lautar@gov.si 

https://www.gov.si/en/policies/finance-and-taxation/public-finance/
mailto:katja.lautar@gov.si
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