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The present document contains the analysis of fiscal trends in the general government sector in accordance with the Europe-

an System of Accounts methodology (ESA, 2010) — also used for the monitoring of EU fiscal rules — which are published 

quarterly as national accounts statistics by SORS. It also follows trends in the state budget, local government budgets, the 

pension insurance fund (ZPIZ) budget and the health insurance fund (ZZZS) budget in accordance with the International 

Monetary Fund methodology for monitoring government finance statistics (GFS) based on the cash flow principle, which are 

published monthly by the Ministry of Finance. 
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The general government was in balance in the first quarter of 2019 whereas in the same period last year it recorded a surplus of 

0.4% of GDP. This change reflects, in particular a further acceleration of expenditure growth, which is mostly of a structural 

nature and linked to higher growth in expenditure on compensation of employees as a result of the agreement concluded with 

trade union in December, and to higher social transfers. At the same time a relatively high increase in investment expenditure 

continued. The high growth in revenues, which for the first time since the end of 2016 fell behind the growth in expenditures, 

stemmed mainly from the continued favourable economic and labour market conditions. The deterioration of the primary balance 

was even more pronounced, which shows that the reduction in interest expenditure continues to play an important role in 

maintaining a relatively favourable nominal balance. In spite of the deterioration of the balance, the Fiscal Council estimates that 

the 2019 Stability Programme objectives, which envisaged the general government surplus at 1% of GDP for this year, are 

achievable. In this context, we recall that even if the stated objectives are achieved, the structural primary balance will continue 

to decline in 2019. This indicates the continuation of expansionary and pro-cyclical fiscal policy, which is inappropriate in the 

current macroeconomic situation according to the estimates of the Fiscal Council. 

In the first quarter of the year, the general government debt decreased by EUR 1.4 billion year-on-year. Its share in GDP fell to 

67.9%, which is primarily attributable to economic growth and the primary surplus of the general government balance, but their 

contribution decreased on the previous year due to a weaker growth and a lower surplus. Financing conditions have improved in 

recent months and the required yield on Slovenian government bonds in May averaged at only 0.4%. In this respect and as a 

result of the active debt management in recent years, the maturity distribution of liabilities remains favourable. The average time

-to-maturity was slightly extended compared to the end of last year. 

Economic growth is slowing down in line with projections since, following 4.5% growth last year, GDP increased by 3.2% year-on-

year in the first quarter of this year. Growth has remained balanced with a similar contribution of domestic consumption and net 

exports; its slowdown was due to the negative contribution of changes in stocks. On the basis of current output gap estimates and 

trends in other indicators that we use to determine the cyclical position of the economy, we assess that the economy begins to 

phase into the mature stage of the business cycle. At the same time, cost and price pressures are gradually increasing as a result 

of supply-side restrictions in the labour market. The slowdown in productivity growth, especially in manufacturing, and a 

simultaneous pick-up in wage growth in addition to the pressure on corporate profits pose an increasing risk to export 

competitiveness. Further risks to the macroeconomic scenario underpinning the fiscal projections arise from uncertainties in the 

international environment, notably in relation to trade disputes. The majority of international institutions have lowered the 

forecasts of economic growth in our main trading partners, the volume of global trade has been decreasing in recent months, and 

sentiment indicators also continue to deteriorate.  

The Fiscal Council considers that the increase in macroeconomic risks requires greater prudence in the conduct of fiscal policy. 

Attention is drawn here to the fact that the current proposals for measures do not place enough emphasis on their fiscal effects, 

particularly with a view to achieving long-term sustainable public finances. 
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The general government was in balance in the first quarter of 2019, while in the same period last year it recorded a surplus of 

EUR 38 million or 0.4% of GDP. The deterioration in the balance, notwithstanding the continuation of the high year-on-year 

revenue growth (7.0%), resulted from a further acceleration of expenditure growth (7.9%). The increase in revenue is associated 

in particular with the economic and labour market situation, where forecasts suggest a gradual slowdown of the currently stil l 

favourable trends with significant negative risks detected; however, most of the increase in expenditure is of a structural nature. 

The deterioration in the primary balance was even more pronounced, namely by 0.8 percentage points to stand at 1.7% of GDP 

in the first quarter of the year compared to the same quarter last year. This shows that the reduction in interest expenditure 

continues to play an important role in maintaining a relatively favourable nominal balance.  

The April Stability Programme (SP19) envisaged for 2019 a surplus of the general government balance of 1.0 % of GDP, which 

according to the Fiscal Council's assessment is still achievable despite somewhat worse results for the first quarter. It is 

characteristic of the first quarter that the shares of realised revenue and expenditure are the lowest in the year, with the share of 

realised revenue usually lagging behind the share of expenditure. Nevertheless, the Fiscal Council recalls that if the SP19 fiscal 

targets are realised, the structural primary balance will also decline in 2019. This indicates the continuation of expansionary and 

pro-cyclical fiscal policy, which is inappropriate in the current macroeconomic situation according to the estimates of the Fiscal 

Council. 

 

 

Fiscal trends – General government sector 
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In the first quarter of 2019, the year-on-year growth in the general government revenues (7.0%) exceeded the nominal increase 

in GDP (5.5%). We estimate that the annual increase in revenues will not deviate significantly from the SP19 projections (6.4%) if 

the envisaged macroeconomic scenario is realised.  

Revenue growth in the first quarter of 2019 is mainly due to a considerable increase in revenue from social contributions (10.0%), 

which is associated with further improvements in labour market conditions. The year-on-year increase in tax revenue (5.0 %) was 

slightly lower compared to the last quarter of the previous year due to a lower increase in revenue from taxes on products 

(including VAT revenues). The growth in revenue from taxes on individual or household income, as well as from taxes on income or 

profits of corporates, remained at approximately the same high level as at the end of the previous year, which is the result of 

maintaining a strong increase in the total gross wage bill and good business results of corporates. Among other revenue groups, 

revenue from the sale of goods and services and current transfers (including property revenues) were lower year-on-year. Other 

capital revenues were considerably higher than a year before, reflecting the accelerated absorption of EU funds. 

 

 

 

General government revenue 
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In the first quarter of 2019, the year-on-year growth in the general government expenditure further increased (7.9%). Higher 

growth in expenditure stems mainly from increased expenditure on compensation of employees and social transfers. Investment 

expenditure also continues to make a significant contribution to overall growth. Nevertheless, we estimate that over the whole 

year expenditure could remain within the SP19 projections (5.9%).  

A higher increase in compensation of employees (7.7%) is a result of the December agreement with trade unions to raise wages. 

Consequently, compensation per employee recorded a y-o-y increase of 6.2% in the first quarter of 2019 (2018: 2.4%), while 

growth in the number of employees eased slightly (from 1.9% in 2018 to 1.4% in the first quarter of 2019). The SP19 envisaged 

for 2019 an increase of 8.9% in compensation of employees also in relation to the projected higher and tax-free pay for annual 

leave, which is not yet shown in the data. The higher growth rate of social transfers (6.4%) is associated with the relaxation and 

adoption of new measures, in particular through increased expenditure on social assistance benefits in cash and parental benefits; 

furthermore, pension expenditure was higher than a year before. In line with the SP19, social transfers should increase by 4.8 % 

in the year on average, which is achievable taking into account the expected stabilisation of growth in the second half of 2019 

(base effect following the last June rise in social assistance benefits in cash). Similar to the second half of the past year, investment 

expenditure saw a y-o-y increase by more than a third. Its high level of growth has also been envisaged over the whole year in 

the SP19. In terms of other expenditure, we have seen a relatively high growth in expenditure on intermediate consumption 

(5.3%), which is expected to rise by only 1.6% over the whole year according to the SP19. Interest expenditure further 

decreased in line with the projections and was again lower y-o-y by about 15%. Its continued role in delivering favourable fiscal 

results is mirrored in the dynamics of primary expenditure, which does not include interest expenditure. Following 2.5% growth in 

2017, primary expenditure increased by 8.1% in 2018 and by 9.1% in the first quarter of 2019. 

General government expenditure 



 

7 

8,000

8,200

8,400

8,600

8,800

9,000

9,200

9,400

9,600

9,800

10,000

10,200

10,400

8,000

8,200

8,400

8,600

8,800

9,000

9,200

9,400

9,600

9,800

10,000

10,200

10,400

2016 2017 2018 2019

revenues expenditures

State budget revenues and expenditures

Source: MoF - forecast: Revised state budget (March 2019), FC calculations.

12-month moving sums, EUR million

-800

-600

-400

-200

0

200

400

600

2016 2017 2018 Jan.-May 18 Jan.-May 19 revised

state

budget 19

State budget balance

EUR million 

Note: one-off revenue in 2018 related to payment of retained EU funds from the 
previous financal perspective and payment of retained earnings of NLB are 
marked with red.
Source: MoF, FC calculations.

-1,000

-800

-600

-400

-200

0

200

400

600

800

1,000

1,200

1,400

-1,000

-800

-600

-400

-200

0

200

400

600

800

1,000

1,200

1,400

2016 2017 2018 2019
receipts from the EU budget
other
taxes on income and profit
non - tax revenues
other dom. taxes on goods and serv.
value added tax
revenue

State budget - revenues

Source: Ministry of Finance, FC calculations.

y-o-y difference in EUR million, 12-month moving sum

-1,000
-800
-600
-400
-200
0
200
400
600
800
1,000
1,200
1,400

-1,000
-800
-600
-400
-200

0
200
400
600
800

1,000
1,200
1,400

2016 2017 2018 2019

other
capital expenditure and transfers
other current domestic transfers
transfers to individuals and households
interest payments
expenditure on goods and services
salaries, wages and other personnel expenditure
expenditures

State budget - expenditures

Source: Ministry of Finance, FC calculations.

y-o-y difference in EUR millions,12-month moving average

The state budget recorded a surplus of EUR 148 million in the first five months of 2019, an increase of EUR 80 million compared 

to the same period last year. The revised budget has envisaged a surplus of EUR 194 million or 0.4% of GDP forecast for this 

year. In the first five months, the year-on-year increase in revenue (8.0%) and expenditure (6.0%) was higher than in the same 

period of the previous year. In the wake of the ongoing economic growth and favourable labour market conditions, all significant 

tax revenues continued to grow, with the exception of excise duties. The growth in revenue from VAT and corporate income tax 

was higher compared to the same period of the previous year. Somewhat lower is the growth in revenue from personal income 

tax. Given the accelerated absorption from structural funds, the received EU funds increased by almost a quarter. One-third of 

expenditure growth was driven by expenditure on wages (including transfers to public institutions for wages), which increased 

year-on-year by 7.5% as a result of the December agreement with the trade unions. Similarly, year-on-year transfers to 

individuals and households (mainly as a result of the preservation of the social assistance in cash, which increased in June 2018), 

investment expenditure and transfers, as well as payments to the EU budget (due to higher payments based on Gross National 

Income) have also contributed significantly to total expenditure growth. The total expenditure growth continued to be slowed 

down by lower interest expenditure and smaller transfers to the Pension and Disability Insurance Institute of Slovenia (ZPIZ) to 

cover the difference between the revenue and the expenditure of the institution.  

State budget (the GFS cash flow methodology)  
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After the deterioration in the second half of the past year and the deficit of EUR 43.6 million throughout 2018, the balance of 

municipal budgets recorded a surplus of EUR 42.8 million in the first five months of 2019. The revenue growth (4.1%) remained 

the same as in the same period last year, while the expenditure growth slowed down significantly (from 9.8% to 4.8%). This 

year’s revenue growth was mostly driven by EU funds, funds received from the state budget and revenues from personal income 

tax, which increased significantly less than over the same period last year. Smaller compared to the same period last year were 

revenues  with predominantly one-off character (revenues from the sales of buildings and premises and from building land) as 

well as revenues from charges for public utilities. The slowdown in expenditure growth was mainly due to reduced expenditure on 

current maintenance, which recorded high growth last year, while high growth in investment expenditure and transfers continued. 

The year-on-year growth in revenue and expenditure of the ZPIZ and the ZZZS increased over the course of five months of 2019. 

Among the ZPIZ revenues, the increase in revenue from social contributions was slightly lower than in the same period last year 

and is lagging behind the levels projected in the Institute’s annual financial plan. As a result, the reduction in transfers from the 

state budget was therefore lower compared to the same period last year and to the financial plan forecasts. With a slight 

increase in the number of pension beneficiaries and a higher adjustment of pensions than last year, the expenditure of ZPIZ 

increased more than in five months last year. The ZZZS’s balance sheet was in slight surplus in five months (EUR 6 million), while 

both revenue and expenditure growth were considerably higher than in the same period last year. The higher growth in revenues 

was mostly due to higher transfers from the state budget (to cover expenditure on wages and compensation to interns, foundation 

doctors and specialty registrars), while the growth of revenues from social contributions was somewhat lower. The increased 

expenditure growth was primarily attributable to larger transfers to public institutions for wages and expenditure on goods and 

services, as well as increased expenditure on sickness benefits. 

Public finance budgets (the GFS cash-flow methodology)  
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At the end of the first quarter of this year the general government debt stood at EUR 31.6 billion, which is EUR 1.4 billion less 

than a year ago. The debt-to-GDP ratio over this period declined by 7.6 percentage points to 67.9% of GDP, which was mainly 

attributable to economic growth and the primary surplus of the general government sector; however, their contribution to the 

reduction in the share of debt in GDP is lower than a year ago due to a slow-down in growth and reduction in the surplus. The 

reduction of the debt-to-GDP ratio was also positively influenced by inflation and in particular the stock-flow adjustment, 

reflecting the decline of funds in the treasury single account. After the increase in 2018, the first six months of this year saw a 

decrease in these funds by a quarter to stand at the end of June at EUR 4.8 billion or 9.8% of the GDP forecast. A considerable 

reduction in the share of debt in GDP is still inhibited by interest expenditure, although it has declined by almost a third in the 

past three years. The required yield on Slovenian government bonds has lowered further during the last three months and 

averaged 0.4% in May. The favourable financing conditions and active government debt management contributed to a further 

reduction in the implicit rate of interest on the general government debt to 2.7% in the first quarter. The maturity distribution of 

liabilities remains favourable; the average time to maturity of the existing debt was slightly longer at the end of May (9.4 years) 

than it was at the end of last year.  

General Government Debt 
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GDP increased by 0.8% in the first quarter of 2019 and was higher by 3.2% year on year – therefore it did not deviate 

significantly from the last IMAD's forecast for 2019 (3.4%). The year-on-year growth remained balanced with a similar 

contribution of domestic consumption and net exports (external balance); its slowdown stemmed from a significant reduction in the 

contribution of change in stocks. The increase in exports was slightly higher than in the second half of the past year, which was 

mainly associated with the acceleration of the exports of pharmaceutical production. Due to favourable conditions in the labour 

market and wage increase, the growth in private consumption was slightly higher than last year. The growth in government 

consumption has increased considerably. The investment growth remained high with a slightly modified structure. The revival of the 

property market and the increase in public investment are the main drivers of the growth in construction investments, meanwhile 

the growth in investments in equipment and machinery, which is one of the pillars of long-term economic growth, is gradually 

slowing down. This is particularly associated with uncertainties in the international environment. The latter is also the main factor of 

gradually lowering forecasts of domestic and global economic growth for this year.  

Amid favourable economic trends, the positive output gap stands at around 2% according to the latest available estimates from 

the Fiscal Council. On the basis of trends in other indicators that we use to determine the cyclical position of the economy, we 

estimate that the economy begins to phase into the mature stage of the business cycle as the values of most indicators have been 

gradually diverging from the highest values during the recovery period from 2014. Due to supply-side restrictions in the labour 

market, the cost and price pressures are gradually increasing. Productivity growth is slowing down due to a slowdown of growth 

of activity and continued increase in employment, especially in manufacturing. At the same time a pick-up in wage growth, beside 

the pressure on corporate profits, which in the years after the crisis have been one of the main funding resources of the private 

sector, also constitutes a risk to maintaining export competitiveness. Following a slowdown at the beginning of the year that 

Macroeconomic trends and risks 
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stemmed from the lower contribution of energy product prices, inflation has been increasing in the recent months, but remains 

moderate, below 2%. The core inflation (excluding energy products and food prices) has been gradually strengthening since the 

end of last year.  

The increase in GDP in the euro area was slightly higher in the first quarter compared to the second half of last year. However, 

international institutions expect a slowdown in the coming quarters since their economic growth forecasts for this year have been 

significantly lowered. This is mainly due to poor prospects for global trade, which has been falling again in recent months. A high 

degree of uncertainty, mainly related to trade disputes and the future functioning of the European institutional framework, is 

reflected in a further decline in the value of a wide range of sentiment and expectation indicators (both geographically and by 

industry). Particularly worth mentioning in Slovenia is the deterioration of expectations in the manufacturing sector, which are at 

the lowest level since the beginning of the recovery. At the same time, there has been a slight drop in consumer expectations . In 

the domestic environment, the availability of the workforce – particularly the suitably qualified workforce – remains the main 

limiting factor in most activities. Given the continued growth in employment, companies are increasingly seeking solutions by 

employing non-residents since foreign citizens constitute almost two thirds of the growth in employment. At the same time, it is  

worth noting that companies expect a slowdown in employment growth in all activities.  
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