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Foreword
Slovenia has implemented a broad set of regulatory reforms to support good law-making and reduce administrative burdens for businesses. The current better regulation agenda is a whole-of-government policy for regulatory management and includes guiding documents to help regulators put into practice a better regulation framework. 
The OECD Review of Regulatory Policy in Slovenia assesses the development of these reforms so far, and takes a detailed look at how the reforms are put into practice. The review also contains a special chapter on setting goals and priorities with respect to regulation, in addition to reviewing the policy framework, institutions, and the use of regulatory policy tools. 
The review finds that Slovenia has successfully put in place some of the essential tools of better regulation. For example, evaluation and stakeholder engagement are common practices, even if they do not always conform to prescribed guidelines. Slovenia has also implemented a number of useful tools for drafting regulations, including guidance on impact assessment and stakeholder consultations, as well as a new tool to measure regulatory compliance costs for small businesses called the SME Test. Challenges remain, however, to ensure that the tools are used effectively and receive the proper oversight. The review makes recommendations to address these particular challenges. For example, Slovenia would benefit from an institution with the authority and capacity to review impact assessments, as well as a renewed political commitment to better regulation. Taken together, the recommendations put forth here can help improve economic performance, social well-being, open and inclusive policymaking, and trust in public institutions.
The review methodology draws on the decades of experience in better regulation reflected in the 2012 Recommendation of the OECD Council on Regulatory Policy and Governance, the first international instrument to address regulatory policy, management and governance as a whole-of-government activity. The Recommendation identifies the measures that governments can and should take to support better regulation. These measures are used as a baseline for assessing regulatory management capacity in Slovenia. The review also employs the 2014 OECD Best Practice Principles for Regulatory Policy: Regulatory Enforcement and Inspections, which addresses the design of effective compliance policies and institutions and the process of reforming inspection regimes to achieve policy objectives.
In October 2016, the Slovenian government provided data and information for the review through a detailed questionnaire. The review team also held interviews and meetings alongside capacity-building workshops in Ljubljana with officials and external stakeholders in December 2016, March 2017 and May 2017. The Slovenian authorities also provided feedback on early drafts of the review. Information presented in the review reflects the situation up until mid-2017.
The OECD Regulatory Policy Committee leads the programme on regulatory governance with the support of the Regulatory Policy Division of the OECD Public Governance Directorate. Regulatory policy country reviews are a key part of the Committee’s program. The Directorate’s mission is to help government at all levels design and implement strategic, evidence-based and innovative policies to strengthen public governance; respond effectively to diverse and disruptive economic, social and environmental challenges and deliver on government’s commitments to citizens. The goal of the programme is to support sustainable economic and social development through sound government frameworks that enable evidenced-based policy making.
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Executive summary 
The OECD Regulatory Policy Review of Slovenia assesses the country’s regulatory management capacity by taking stock of regulatory policies, institutions and tools, describing trends and recent developments, and identifying gaps in relation to good practices. Improving the entire regulatory policy cycle will ensure that regulations are built on a foundation of solid evidence and public participation and designed to improve the security, health and well-being of citizens at a reasonable cost. 
The government of Slovenia has made great strides in improving its regulatory policy. Line ministries are required to use tools such as regulatory impact assessment (RIA) and stakeholder engagement when developing laws and regulations. However, challenges remain in ensuring that they implement these tools effectively. Slovenia should support good law-making by strengthening the governance and oversight of the regulatory process. 
Key findings
	In Slovenia, the requirements for better regulation are set out in a variety of laws, government resolutions and other government documents. Despite progress over the past decade, critical regulatory policy tools, such as RIA, stakeholder engagement and ex post evaluation, are often not implemented in line with requirements. 

	A number of line ministries, centre-of-government offices and other institutions are involved in regulatory policy oversight. However, none has the authority or resources to perform a thorough quality check of RIA, stakeholder engagement or ex post evaluation. As a result, implementation of these tools remains uneven across ministries. 

	The National Assembly of Slovenia has made a political commitment to a whole-of-government regulatory policy, which is reflected in a number of policy documents and government resolutions, including the Resolution on Legislative Regulation and Rules of Procedure of the Government of the Republic of Slovenia.

	Regulation is also often developed quite rapidly in Slovenia. The government uses an urgent procedure to pass legislation (which, in theory, should only be used in case of a national emergency) more often than a standard or shortened procedure, which require more thorough stakeholder engagement process and ex ante analysis. 

	When RIA is applied, it is often limited to a qualitative assessment, although the situation has improved markedly since the Ministry of Public Administration introduced the SME Test – a tool to measure impacts on businesses – and more thorough guidance on RIA. 


	The Slovenian legal and policy framework creates conditions for efficient stakeholder engagement in regulatory policy, especially for developing new regulations and their amendments. However, there is a need to strengthen the enforcement of this framework. Although a few ministries do engage with stakeholders early on in the regulation-making process, most do so at the final stage. 

	Ex post evaluation is relatively rare, despite requirements for ex post evaluation for regulations passed through emergency procedure and for reviewing the effectiveness of current regulations while drafting amendments or new laws. Ex post evaluations focus on regulatory burdens rather than on whether a regulation met its objectives. Greater use of ex post evaluation could further enhance Slovenia’s competitiveness.

	Slovenia already requires regulators to consider how to track the impact of regulations. Guidance on RIA also includes definitions on what makes a good indicator. However, few proposals actually include a strategy or framework for tracking results and impacts. 

	Since 1995, Slovenia has made a number of amendments to its compliance and enforcement policies, most of which seek to boost co-ordination and co-operation between inspectorates. Regulatory enforcement strategies continue to focus on sanctions, although risk-based approaches to compliance are being introduced.



Key recommendations
	The Government of Slovenia should relaunch better regulation along with a high-level strategic plan to prioritise the implementation of regulatory policy. 

	The better regulation agenda should move beyond administrative burden reduction and strengthen the institutional frameworks and capacities for RIA, stakeholder engagement, and ex post evaluation. Slovenia should focus more on the benefits and overall efficiency of regulations rather than just the costs. 

	The Government of Slovenia should centralise oversight in one body and give this body stronger powers. For example, in addition to checking the structure of RIAs and regulatory management tools, the General Secretariat could verify the quality of RIAs and stakeholder engagement and have the power to send inadequately analysed proposals back to ministries.

	The Ministry of Public Administration could expand training and guidance on regulatory policy tools. Currently, the Ministry only offers regular training on the SME Test and administrative burden reduction. Adding modules on cost-benefit analysis, evaluation, data collection, and survey methods could greatly increase the information on methodology available to regulators and thus the quality of RIA, stakeholder engagement, and ex post evaluation.

	The government policies on stakeholder engagement should be updated to cover the process of reviewing and enforcing regulations. The policy should make it clear that when reviewing the existing regulatory framework, stakeholders’ views should always be taken into account.

	RIA is time consuming and resource intensive. Prioritising which proposals should be subject to a full RIA could be done at an early stage, e.g. when the development of the regulation is added to the government work programme.

	The Slovenian government should monitor whether ministries perform ex post evaluation on regulations passed by urgent procedures and publish this information online to provide incentives for ministries to undertake evaluations. 

	The government should evaluate how well ministries are implementing regulatory policy every 2 to 3 years. This could encourage them to continue to improve procedures for RIA, stakeholder engagement and expost evaluation. A high-level co-ordination body or the supreme audit institution could regularly undertake reviews on the implementation of regulatory policy and report publicly on the results.

	Line ministries should be required to develop frameworks for monitoring the impact of major regulations to ensure that they meet the objectives of government and the needs of citizens. This could be achieved through greater co-ordination with the Statistical Office and better guidance. 

	To simplify the administration of compliance and enforcement, the government could consider sectoral reviews and reviews of inspectorates’ competencies where necessary. 

	The government could bolster the use risk-based approaches to enforcement and should ensure that compliance and enforcement strategies are developed as part of the regulatory development process. 




Country profile: Slovenia
	Geography, population and living standards

	Area (sq. km) 
	20 273

	Population
	2 064 840

	Population density (sq. km)
	101.8 

	Urban population
	49.6%

	Population growth rate
	0.1% (2016 est.)

	Total fertility rate
	1.55 (2014 est.)

	Life expectancy 
	78.2 years

	Ethnic groups 
	83.06% Slovene, 1.98% Serb, 1.81% Croat, 1.10% Bosniak, 4.85% other minorities, 8.9% other (2002)

	Government

	State structure 
	Parliamentary republic

	Executive
	President elected by popular vote every 5 years
The prime minister of Slovenia is appointed by the National Assembly of the Republic of Slovenia

	Legislative
	Asymmetric Bicameral
National Assembly: 90 Members of parliament (including 1 representing the Italian minority and 1 representing the Hungarian minority)
National Council: 40 Councillors
National Assembly members serve 4-year terms and National Council members serve 5-year terms.

	Elections
	Last parliamentary elections were held on 13 July 2014 (next to be held in July 2018)
Last presidential elections were held on 22 December 2012 (next to be held in December 2017)

	Political situation
	The Modern Centre Party led by Miror Cerar won 36 seats with the Slovenian Democratic Party in second with 21 seats. The current government is a centre/centre-left coalition of the Modern Centre Party, Democratic Party of Pensioners of Slovenia and Social Democrats. 

	Legal system
	Civil law system; legal appeals are made to the Supreme Court of the Republic of Slovenia 

	Administrative-territorial structure 
	Slovenia has 212 municipalities and 11 urban areas. Each municipality has a mayor and a municipal council normally elected by proportional representation once every four years. 

	Source: Eurostat database; the World Bank database; Economist Intelligence Unit; The CIA World Factbook.






Chapter 1. Macroeconomic and political context: From independence to post-crisis recovery

This chapter describes the main governance reforms of Slovenia since its independence in 1991 up until it joined the EU in 2004. It also describes the current economic context of regulatory reform efforts and points to the specific economic challenges that the country faces that hinder investment, economic growth, and well-being. The overall well-being of Slovenian citizens and their perception of government effectiveness are also briefly discussed. 



Political context: Slovenia’s path from independence to EU membership

Slovenia declared independence from Yugoslavia and became a democratic republic on 25 June 1991, just over a year after the first free election in the country. Prior to independence, structural economic reforms had already begun in part because of the economic crisis caused in part by hyperinflation of the in Yugoslavia in 1989. 

Slovenia adopted a new constitution only a few months later on 23 December 199. The new constitution reformed Slovenia’s parliament. It eliminated one legislature and laid out the foundations of the state authority, the position of individuals in the new government as well as the rights of citizens. The Slovenian Constitution stipulates that laws may be proposed by the government, by any deputy or by a group of at least 5 000 voters.1 

Slovenia rapidly joined the international community as a newly independent country. Less than a year after independence, Slovenia became a member of the United Nations and shortly thereafter in 1993 Slovenia joined the World Bank and the International Monetary Fund. 

With the loss of its key export markets in Yugoslavia, Slovenia looked to strengthen ties as quickly as possible with the rest of Europe to take advantage of the key political and economic benefits of integration. Slovenia began the process to join the EU in 1993 when the Copenhagen European Council outlined the requirements for Central and Eastern European (CEE) countries to join the EU. From 1994 to 2004, government reforms were primarily concerned with the EU accession process. The main strategic document for economic reform during this period was the Strategy for Economic Development of Slovenia, whose key objective was to accelerate growth to close the gap with the EU; to improve competition; to allow EU integration; and to focus on sustainable economic growth. According to Potoconik, EU accession would be considered “ultimate proof that the [economic and political] transition had succeeded.” In 1997, the Commission gave an opinion on Slovenia’s adherence to the Copenhagen criteria. According to the Commission, Slovenia could be considered a stable democracy, but it had considerable work to adopt and implement the acquis communautaire. 

Formal negotiations between the EU and Slovenia began in 1998. However, Slovenia was well prepared as a result of its three key strategic documents:


	Strategy of International Economic Relations (1996)


	Strategy for Increasing Competitiveness Capabilities of Slovenian Industry (1997)


	and finally in 1998 the Strategy of Slovenia for Accession to the European Union. 




The main objective of the final document was to outline the medium-term strategies and policies required for a full economic transition and to join the EU (Potoconik). Negotiations with the EU on the acquis communautaire began in April 1998 and concluded in December 2002. On 1 May 2004 Slovenia joined the European Union as part of the biggest enlargement to date of the EU.2




Government structure

After independence Slovenia emerged as a unitary country with an asymmetric bicameral legislature. The legislature is divided in to two parts: the National Assembly and the National Council. The National Assembly is made up of 88 representatives elected by proportional representation and 2 minority representatives: one representing the Italian minority and one representing the Hungarian minority. The National Council has 40 representatives, who are chosen from different parts of Slovenian society, including:


	four representatives of employers


	four representatives of employees


	four representatives of farmers, crafts and trades, and independent professions


	six representatives of non-commercial fields and


	twenty-two representatives of local interests.




National Council representatives are selected every five years. Although there are two legislatures, most of the political power lies within the National Assembly and the National Council plays an exclusively advisory role with limited powers, which is why many scholars refer to Slovenia as an asymmetric or incomplete bicameral legislature (see for example Borak). 

The president is elected every five years and may serve a maximum of two terms. Among other duties, he or she has the power to perform functions related to the operation of the government such as:


	calling election to the National Assembly;


	proposing a candidate for the President of the National Assembly;


	dissolving the national assembly and call new elections in certain cases;


	accrediting and recall Slovenian ambassadors;


	and appointing state officials in certain cases;




Currently, the Slovenian government consists of 14 ministries, 12 government offices, and 33 bodies of the ministries, which includes, for example, compliance and enforcement agencies. The prime minister and ministers operate fully independently within their own areas of concern and are held accountable only by the National Assembly. 

The Government of Slovenia is both an executive body and the supreme body of the administration. The Government can propose state legislation, the state budget, national programmes and other functions within its jurisdiction. The government also represents Slovenia in EU affairs. 

Local government structure

At the local level, Slovenia is divided into 212 municipalities with 11 urban municipalities. Generally, mayors and local councillors are decided by popular vote held every 4 years. The Local Self-government Act stipulates that a municipality must have at least 5 000 people and an urban municipality must have at least 20 000 inhabitants. 

A municipality comprises of a mayor, a council, and a supervisory committee. The mayor represents and acts on behalf of the municipality and also must be directly elected every four years. The municipal council is the highest decision-making body of a municipality. 




Economic context

Even before independence, Slovenia’s economy was significantly wealthier compared to other parts of Yugoslavia. In 1990, Slovenia GDP per capita was USD 6 100 compared to an average of just USD 3 060 in the whole of Yugoslavia (Pleskovic and Sachs). 

According to Pleskovic and Sachs, Slovenia also underwent the greatest reform after the dissolution of Yugoslavia and made the fastest transition to a market economy. In just two years from 1991 to 1993, Slovenia “achieved political independence, stabilised its economy, introduced its own currency, and carried out fundamental economic reforms.” Already in 1993, Slovenia was a richer, more open economy than other countries from the former Yugoslavia. 

However, with independence came the loss of Slovenia’s important Yugoslavian markets, so the country immediately had to deal with a severe economic crisis. The government spent the early years of Slovenian independence managing the crisis and introducing much needed market reforms. 

The major reforms towards a market economy combined with the relatively strong starting position eventually made Slovenia an economic leader in the region. As reforms took hold and Slovenia began to integrate into the broader European economy, it became one of the fastest growing countries in transition. GDP per capita rose from USD 15 062 (USD 2010) to USD 21 218 from 1995 to when Slovenia joined the EU in 2004. Despite starting at a higher income level, Slovenia grew as rapidly as many CEE countries such as Poland, Hungary and Slovakia, although similar reforms were beginning in those countries (see Figure 1.1). 



Figure 1.1. GDP per Capita (PPP USD 2010) for select CEE countries, 1995 = 100

[image: graphic]Source: World Bank national accounts data, and OECD National Accounts data files.



Pleskovic and Sachs noted, however, that many challenges remained after independence. Inefficient banks and increasing losses and debt of state-owned enterprises remained risks to the nascent market economy. 

Current economic situation: A recovering economy after a recession and austerity 

Unless otherwise noted, the following section is largely drawn from the Economic survey of Slovenia, officially launched in Ljubljana on 5 September 2017. 

After many years of exceptional growth, the global financial crisis hit Slovenia particularly hard. For 15 years in a row, Slovenia’s economy grew every quarter, but in 2009 the Slovenian economy shrank for the first time. The economic crisis shed a harsh light on Slovenia’s need for further economic reforms despite its record of success since independence. Real GDP dropped markedly during the crisis, falling nearly 8% in 2009 alone.3 

After suffering a double dip recession in 2012, Slovenia’s economy gradually began to turn around in 2013. The recovery was initially export-driven, but slowly domestic demand began to catch up as well. Unemployment remains much higher than pre-crisis level even 9 years later. 

Previously, GDP per capita was converging to the OECD average. However, during the crisis, this process went into reverse and has only recently changed. GDP has only just reached its pre-crisis peak and Slovenia’s growth has underperformed its peers since 2009. Weak business investment and labour shortages in manufacturing continue to be a drag on economic growth in Slovenia. 



Figure 1.2. Gap to the upper half of OECD countries

[image: graphic]Notes: Percentage gap with respect to the weighted average using population weights of the highest 17 OECD countries in terms of GDP per capita, GDP per hour worked and GDI per capita (in constant 2010 PPPs).

Source: OECD (2017), OECD Economic Surveys: Slovenia 2017, OECD Publishing, Paris, http://dx.doi.org/10.1787/eco_surveys-svn-2017-en.



Raising living standards by investing in capital and skills

Investment in Slovenia has been markedly lower than expected since the crisis in 2009. Boosting domestic growth will require higher domestic and foreign investment to encourage gains in labour productivity and to continue integration into global value chains. 

Slovenia’s FDI has fallen to one of the lowest in the region, resulting in slower adoption of advanced, productivity-enhancing technologies as well as improved management practices. 

Slovenia also performs relatively poorly in logistics infrastructure. Its reliance on EU Structural funds for infrastructure investments has limited the social returns on such investments because project financing plays a more important role than social returns to investment. 

Despite the slow recovery, the short-term economic future looks positive for Slovenia. Stronger domestic consumption supported in part by rising employment and stronger consumer confidence is also being bolstered by supportive euro area monetary policy. Even the fiscal position of Slovenia has started to improve. However, significant medium and long-term risks remain to the budgetary balance. 


	
Table 1.1. Macroeconomic indicators and projections


	Annual percentage change, volume (2010 prices)



	
 

 


	
2012

Current prices (EUR billion)


	2013

	2014

	2015

	2016

	2017

	2018





	Gross domestic product (GDP)

	36.0

	-1.1

	3.1

	2.3

	2.5

	3.8

	3.1




	Private consumption

	20.4

	-4.0

	2.0

	0.5

	2.8

	3.7

	3.7




	Government consumption

	7.3

	-2.1

	-1.2

	2.5

	2.6

	1.9

	1.4




	Gross fixed capital formation

	6.9

	3.2

	1.4

	1.0

	-3.1

	6.8

	5.1




	Housing

	0.9

	-7.9

	-5.8

	6.1

	-1.0

	11.1

	11.0




	Final domestic demand

	34.7

	-2.2

	1.2

	1.0

	1.5

	4.0

	3.5




	Stockbuilding1

	0.2

	0.6

	0.4

	0.8

	0.0

	0.0




	Total domestic demand

	34.5

	-2.0

	1.8

	1.4

	2.4

	4.0

	3.5




	Exports of goods and services

	26.4

	3.1

	5.7

	5.6

	5.9

	5.5

	5.7




	Imports of goods and services

	24.9

	2.1

	4.2

	4.6

	6.2

	6.0

	6.4




	Net exports1

	1.5

	0.8

	1.4

	1.1

	0.3

	0.2

	0.0




	Other indicators (growth rates, unless specified)




	Potential GDP

	. .

	0.6

	1.3

	1.4

	1.4

	1.6

	1.7




	Output gap2

	. .

	-5.8

	-4.1

	-3.3

	-2.2

	-0.1

	1.3




	Employment

	. .

	-1.9

	1.2

	0.1

	-0.3

	2.1

	1.6




	Unemployment rate3

	. .

	10.1

	9.7

	9.0

	8.0

	7.3

	6.3




	GDP deflator

	. .

	0.9

	0.8

	1.0

	0.6

	2.6

	2.6




	Consumer price index

	. .

	1.9

	0.4

	-0.8

	-0.2

	2.6

	3.1




	Core consumer prices

	. .

	0.9

	0.7

	0.3

	0.7

	1.3

	2.9




	Household saving ratio, net4

	. .

	5.4

	5.4

	6.9

	7.2

	6.1

	5.3




	Trade balance5

	. .

	5.6

	7.5

	9.1

	9.6

	9.9

	9.5




	Current account balance5

	. .

	4.8

	6.2

	5.2

	6.8

	7.4

	7.2




	General government fiscal balance5

	. .

	-15.1

	-5.4

	-2.9

	-1.8

	-1.0

	-0.2




	Underlying government primary fiscal balance2

	. .

	-0.7

	-1.0

	1.3

	1.7

	1.4

	1.4




	Gross government debt (Maastricht)5

	. .

	71.0

	80.9

	83.1

	79.7

	76.3

	73.3




	General government net debt5

	. .

	14.8

	22.5

	25.9

	29.3

	28.5

	27.1




	Three-month money market rate, average

	. .

	0.2

	0.2

	0.0

	-0.3

	-0.3

	-0.3




	Ten-year government bond yield, average

	. .

	5.8

	3.3

	1.7

	1.1

	1.1

	1.5




	1. Contribution to changes in real GDP.


	2. As a percentage of potential GDP.


	3. As a percentage of the labour force.


	4. As a percentage of household disposable income.


	5. Goods and services, as a percentage of GDP.


	Source: OECD (2017), OECD Economic Outlook 101 database, OECD Publishing, Paris, http://dx.doi.org/10.1787/eco_surveys-svn-2017-en.





Fiscal situation: Dealing with age-related spending

The Slovenian government implemented economic austerity...
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