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REPUBLIC OF SLOVENIA

SLOVENIA’S DEVELOPMENT STRATEGY
Adopted at the 30th regular session of the Government of the Republic of Slovenia on 23 June 2005
SUMMARY
Slovenia’s Development Strategy (SDS) sets out the vision and objectives of Slovenia’s development, including five development priorities with the corresponding action plans. At the forefront of the new Strategy is the overall welfare of every individual. Therefore, the Strategy does not focus solely on economic issues but also involves social, environmental, political, legal and cultural issues. Due to such prioritisation of the objectives, SDS also serves as Slovenia’s strategy of sustainable development. At the same time it integrates the Lisbon goals with the national setting, keeping Slovenia’s specific development opportunities and setbacks in view. 

The four strategic goals of Slovenia’s development are the following:

(i) The economic development objective is to exceed the average level of the EU’s economic development (measured in GDP per capita in PPP) and increase employment in line with the Lisbon Strategy goals. 


(ii) The social development objective is to improve the quality of living and the welfare of all individuals, measured by the indicators of human development, social risks and social cohesion. 


(iii) The cross-generational and sustainable development objective is to enforce the sustainability principle as the fundamental quality measure in all areas of development, including the objective of a sustained increase in the population.

(iv) Slovenia’s development objective in the international environment is to employ its distinct development pattern, cultural identity and active engagement in the international community to become a recognisable and distinguished country around the world. 

In order for Slovenia to achieve these ambitious goals it needs to prepare and deliver sweeping structural reforms and change its existing development pattern. Slovenia is no longer the country closing its development gap with the EU most rapidly. Due to slow changes Slovenia’s global competitiveness has started to wane; other countries in transition are catching up with Slovenia, or even moving ahead in some areas. The Slovenian economy is over-regulated and the bureaucratisation of its business environment is hindering enterprise development. The economy’s slow restructuring is indicated by its modest level of innovation, weak entrepreneurial activity, maintenance of a high share of labour-intensive industry, low technical intensity of exports, sluggish growth of market services and financial intermediation, and an inefficient non-tradable sector. In this context, the public sector’s spatial management is a limiting factor that does not accommodate to the demands of a dynamic market economy. Negative demographic trends, the population’s ageing and ill-adapted social models could jeopardise the achieved level of social welfare in the long run. The Slovenian state has also failed to sufficiently activate civil society and integrate it into a creative and co-operative network. 

The new national development model therefore combines those positive characteristics of the European liberal economy models and the partner-state model that suit Slovenia in terms of its development possibilities and values. If Slovenia wants to improve its position and range among the most developed EU countries it needs to improve its global competitiveness substantially. This, however, will require more radical structural reforms in order to resolve the fundamental development problems and overcome the resistance to faster social change. Instead of the gradualist approach applied thus far, a radical reformist turn is needed to enhance Slovenia’s competitiveness and ensure its sustainable development. This calls for the updating of Slovenia’s current development model. Slovenia’s new political-economic vision is therefore geared towards a social market economy that will combine a more liberal market economy with an economically more effective and flexible social-partner state. 

	Current development model
	Vision of the new social development model

	regulation and bureaucratisation of markets
	deregulation and liberalisation of markets

	restrictive business environment
	promoting the creation and growth of enterprises 

	relatively closed financial markets
	open financial markets and competition

	insufficient flexibility of the labour market
	a more flexible labour market

	collective social security systems
	individual needs and responsibility

	corporatism of large social partners
	open, broad-based partner co-operation

	bureaucratic and hierarchical public administration
	decentralisation and public-private partnerships

	focus on macroeconomic and social balances
	focus on sustainable development based on structural reforms and a more dynamic society


Slovenia has been realising its development vision within the European Union as an area in which different social models and development paths are possible. The EU’s future success depends on preserving the political culture that involves communicating and reaching agreement on the Union’s common objectives and projects. Slovenia accepts the values of political moderation and consensual resolution of issues within the EU, and advocates the gradual strengthening of the EU as a federal political and economic union of sovereign states. Slovenia’s vision favours diversity and competition to over-centralised institutions and the concentration of political and economic power by some members. The EU should be a place promoting the peaceful co-existence of nations and countries on one hand, and the global competition of enterprises and individuals on the other.
The key national development objectives of Slovenia in 2006-2013 are as follows:
· increase the welfare and quality of life of all individuals in a sustainable way;
· enhance every person’s opportunities for a long, healthy and active life by investing in education, health, culture, living conditions and other resources that individuals need to realise their potential;
· create a more dynamic and flexible society capable of responding swiftly to the challenges of globalisation and the single European market; 
· sustained increase of economic growth and employment according to the principles of sustainable development and the preservation of economic, social and environmental balances in the long run;
· increase Slovenia’s global competitiveness by stimulating innovation and entrepreneurship, the spread of the use of ICT and effective modernisation of and investment in learning, education, training, and research and development;
· improve the efficiency of the state and reduce its direct role in the economy;
· reduce social risks for the most vulnerable groups; lower the levels of poverty and social exclusion;
· create the conditions for sustained population growth;
· accelerate the overall regional development and reduce the gaps of the least developed regions;
· sustainable environmental and spatial development; and
· increase all forms of security; consistently respect human rights; prevent discrimination and actively ensure equal opportunities.
Slovenia’s five key development priorities aimed at attaining the set objectives are:
1. A competitive economy and faster economic growth:
· foster entrepreneurship and increase competitiveness;
· increase the inflows of development-promoting domestic and foreign investment;
· support the economy’s internationalisation;
· increase the competitiveness of services; and
· successful participation in the exchange rate mechanism ERM II and adoption of the euro.
2. Effective generation, two-way flow and application of the knowledge needed for economic development and quality jobs:
· raise economic efficiency and the level of investment in research and technological development; and
· improve the quality of education and encourage lifelong learning;
3. An efficient and less costly state:
· increase the institutional competitiveness and efficiency of the state;
· restructure public finances to enhance their developmental role; and
· ensure better operation of the judicial system.
4. A modern social state and higher employment:
· improve labour market flexibility;
· modernise social protection systems; and
· reduce social exclusion and poverty risk.
5. Integration of measures to achieve sustainable development:
· sustained population growth;
· balanced regional development;
· ensure optimal health conditions;
· improve spatial management;
· integrate environmental standards with sectoral policies and consumption patterns; and
· develop the national identity and culture.
The main weaknesses of previous development strategies were their unsatisfactory implementation and the fact that they were not amended and upgraded at regular intervals. The new strategic approach therefore places considerable emphasis on the concrete implementation and constant improvement of the new Strategy. The Strategy thus merges individual guidelines into five development priorities representing the most vital areas in which action is needed in order to achieve the development objectives. The priorities are backed by specific action plans for the next two years. The guidelines have served as the basis for defining concrete measures, the bodies responsible for their implementation, and targets. While also involving non-governmental organisations, implementation of the Strategy will be managed by the government as the responsible political body. Such an implementation-oriented set-up of the Strategy will also allow for sufficiently detailed reporting on delivery. These reports will be used as the basis for a broad discussion on the achievement of the Strategy’s goals and the required changes. In this respect, the Strategy is an open book intended to be systematically and regularly upgraded and modified in terms of its contents, objectives and measures. The logic underlying this approach is that future planning is an open process while strategies are merely part of the ongoing search for the best social development solutions. 
In order for Slovenia to catch up with the average development level of the enlarged EU by 2013 it must exceed the growth rate of the more advanced EU member states by three percentage points throughout the 2006-2013 period. This is an ambitious goal set at the upper end of what is deemed achievable. It represents the upper potential growth limit of Slovenia’s economy that is only achievable through optimal implementation of the SDS measures. The average rate of real economic growth in 1993-2003 totalled 3.8%. The leap in the economic growth rate that is needed to close the gap with the EU average by 2013 therefore also requires a leap in the mindset and the raising of the potential economic growth. 

Regarding the dynamics of economic growth, the entire period can be further divided into three sub-periods. In the first period (2006-2007), when the short-term measures set out in the Strategy are to be carried out and macroeconomic policies will be aimed primarily at stabilising the economy to ensure fulfilment of the Maastricht convergence criteria, economic growth should accelerate moderately while inflation should fall to below the Maastricht reference value. Productivity growth in this period is not expected to substantially deviate from the growth achieved in the last ten years. Similarly, no essential changes are anticipated in the structure of GDP during this time. The breakthrough to a higher development level with economic growth exceeding 5% is foreseeable in 2007 when the short-term measures planned in the Strategy would yield their first results, accelerating the growth of productivity and competitiveness of the economy. The period of accelerated economic growth, ending around 2010, would be followed by a period of a relative slowdown in growth to a level of around 5% which would, provided that the SDS measures are implemented, represent new potential GDP growth while inflation could dip closer to the average European level.
On the supply side, the development breakthrough will require a restructuring of the economy in favour of services (increasing the share of services in the structure of value added to 67% by 2013), where the level of knowledge-based services will grow appreciably faster than the level of other services. Within knowledge-based services, financial, business and telecommunication services will grow at the fastest pace. The gap of Slovenia’s financial sector behind the EU’s financial sector, measured by selected indicators, is bigger than its relative gap in GDP. Financial intermediation hence has good chances for fast development and could, in addition to business activities, record the highest value-added growth rates by activities that would substantially exceed the rate of overall economic growth. Public services will similarly record the fastest increase in the knowledge-based services – health and social work, and education.  

At the same time, optimal implementation of the measures set out in the SDS could spur a development breakthrough in Slovenian manufacturing geared towards high-tech and medium-high-tech industries. These industries would expand to account for close to a 50% share in manufacturing’s total value added; the overall share of manufacturing industries in GDP’s production structure, however, is not projected to increase. Similar development breakthroughs were achieved by Finland and Hungary: the latter effected it with foreign direct investment, the former by engaging human capital and through effective and substantial investment in R&D. 

Economic growth and investment in knowledge will also provide the grounds for higher employment. In the period of accelerated economic growth, the annual growth of total employment could thus exceed 1%, while Slovenia could achieve the target 70% employment rate in 2013. This will also allow Slovenia to gradually reduce its unemployment, which could approach 3% by the end of the period. 
