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Outlook and Prospects for 2023

Summary

In 2022, Slovenia, much like the rest of the European Union, experienced a rather difficult
time regarding the state of the economy. While many pundits considered Slovenian economic
recovery after the end of the COVID-19 pandemic as successful, the Russo-Ukrainian war and
its direct effects brought about a high rate of inflation and the trend of increasingly higher
prices of energy and food which had a severely negative impact on the economic ability of
Slovenian households and businesses. To mitigate the effects of the crisis, the Slovenian
government introduced a large package of measures to aid the Slovenian citizens and business
sector.

The efforts to curb the effects of the energy crisis will continue to be among the main
concerns of the Slovenian government in 2023. Nevertheless, the government will also need to
be careful to follow its promised agenda of higher social security and the struggle against

inequality.

Background: The Slovenian economic performance in 2022 and the emergence of
the energy crisis

Following the period of economic improvement after the economic slowdown during the
height of the COVID-19 health crisis, the Slovenian economy entered another difficult phase
in 2022. While being internationally acknowledged as successful in post-COVID
recovery,[1] the energy crisis in 2022 and the consequential high inflation damaged the

Slovenian GDP and trading ability while increasing Slovenia’s government spending. [2]

The Slovenian GDP growth achieved a high 5% in 2022 due to the promising outlook
during the post-COVID recovery but is expected to significantly slow in 2023, decreasing to
just 0,5%.[3] The economic situation in Slovenia, much like in the rest of the European Union,
worsened after the start of the Russian invasion of Ukraine in late February 2022, subsequent
economic sanctions against Russia, and the Russian backlash which severely impeded the
ability of the member states of the European Union to meet their energy demands.

Due to the increasingly high prices of energy products, the EU states (including Slovenia)
were faced with inflation and price increases in several sectors aside from energy. It is stated

that the wholesale prices of electricity and gas have surged up to 15-fold since early 2021. [4]



The trend of rising prices of energy is however not just a consequence of the EU-Russian
relationship and the war in Ukraine but has been present even before the events of February
2022. As early as mid-to-late 2021, a trend of progressively rising wholesale prices of energy
was observed in European Union. [5] As reported by the European Commission, between 2019
and late 2021, the wholesale price of gas rose by more than 500% which led to a chain reaction
of distribution issues and price increases in retail prices of most energy products. It was reported
that the main causes of price increases were a downward spiral in the demand for energy
products and the neglect of the maintenance of energy production during the height of the
COVID-19 crisis as well as the unfavorable climate in 2021. The Commission also noted the
inadequate response of the Russian energy providers to the energy distribution issues as a
possible factor in price increases. [6] It seems that market speculation could also have the hand

in the progression of price spikes.

While the Slovenian economy had to cope with external pressure due to the international
energy crisis, its general state remained relatively healthy in 2022. As of November 2022,
Slovenia has a fairly low unemployment rate (4,1%) and nominal gross wages rose by 5,7%
between August 2021 and August 2022. While the inflation rates (mostly due to high prices of
energy and food) remain high, the headline inflation decreased from the record-high 11,7% in
July 2022 to 10,3% in October 2022 which is slightly below EU-average which stands at
11,1%.[7]

The Slovenian economy achieved rather high marks for its economic performance after
the end of the COVID-19 pandemic; despite the above-mentioned setback, the Slovenian
economy continues to be comparatively strong even during the term of the 15th Slovenian
government which was inaugurated at the beginning of June 2022. [8] The decent performance
of the Slovenian economy, especially in contrast to some other EU states, can be reflected in
the latest credit rating by the agency Fitch Ratings which gave Slovenia a rating of A with a
stable economic outlook. The credit rating agency considered the Slovenian economy and
financial state as stable and potentially prosperous, though it warned about future energy supply
issues. [9]

As of the end of 2022, the Slovenian economy remains one of the strongest among the
former socialist countries of Central and Eastern Europe, topping or ranking in the first three
among the members of the EU that joined the institution in 2004 and later in some of the most

relevant economic metrics: GDP,[10] Human Development Index,[11] and Gini



coefficient. [12] Nevertheless, the year 2023 will bring about important economic challenges

that the Slovenian government and business sector will need to find an answer to.

The outlook of the Slovenian economy in 2023

Due to the effects of the COVID-19 downturn in economic activity and the energy crisis
due to the high prices and energy supply issues, a period of steady economic growth from the
years preceding the start of the COVID-19 pandemic ended in 2022 when both EU and
Slovenian economy endured a period economic decline due to the downturn in economic and
trade activity, the increased state expenses due to the efforts to constrain the raging health crisis,
and the bleak credit reports. [13] The energy crisis in 2022 negatively impacted trade activity,
social stability, GDP growth, and especially inflation rates across the European Union.

Throughout the European Union, the inflation rates hit levels not seen since the
1980s.[14]

After the strong growth in early 2022, the Slovenian GDP growth will decrease below 1%
in 2023. [15] Due to the below-mentioned measures in response to the raging energy crisis, the
Slovenian budget deficit will grow to 5% in 2023. The measures in order to contain the effects
of the energy crisis will relate to the fiscal package of 2% of Slovenian GDP in 2023; the efforts
are set to amount to several billion EUR.[16]

The energy crisis will be a factor behind a predicted weaker (foreign) demand on markets
and higher interest rates which will negatively impact private consumption in Slovenia. Despite
the measures to mitigate the high prices of energy products, private consumption in Slovenia
will be hit by the impact of inflation. The pace of GDP growth is predicted to pick up only in
2024 when the headline inflation decreases and foreign demand grows. [17] Interestingly,
despite the attempts to break energy dependency from Russia and lower general foreign trade
values, there has been a surge in trade activity with Russia in 2022; it is believed that this is due
to the higher prices of imported processed petroleum derivatives and the imports of

pharmaceutical products. [18]

The measures to mitigate price increases and, indirectly, inflation, are predicted to have
a positive impact on the economic ability of Slovenian citizens and businesses in 2023; however,
they will also contribute to higher national spending and may comprise the ability of the 15th
Slovenian government to follow on their promise of greater social security and struggle against
inequality. The latter would be especially pronounced should the government consider the

international proposals to implement growth-oriented fiscal policies such as lower labor



taxes. [19] However the execution, the government will need to find a prudent way of

maneuvering between welfare-oriented policies and growth resurgence.

Finally, to fully weather the energy crisis, ordinary Slovenian citizens may still need to
adapt to the new economic conditions in 2023. As the latest report shows, 45% of the Slovenian
citizens who took part in a survey cut their living expenses due to price increases; that is below
the global (48%) and European average (54%). [20] This number may, however, increase in the
near future. Should the governmental measures be successful and the economic policies sound,

the cuts may not need to be overly substantial.

The concrete examples of the response of the Slovenian government to the difficult
economic circumstances
In 2022, both the 14th and the succeeding 15th Slovenian governments have already tried

to tackle the energy crisis and struggled against the rising prices of energy products and food.

By January 2023, the form and value of measures to mitigate the energy crisis in 2023
are already known. In September 2022, Slovenian Prime Minister Robert Golob announced that
the Slovenian government intends to spend nearly EUR 5 billion in resources to help mitigate
the energy crisis and allow both households and businesses to withstand the negative
consequences of the crisis. Finally, in December 2022, the Slovenian National Assembly
confirmed the governmental proposal on the law that will allocate around EUR 1,2 billion in
2023 and partly in 2024 to help the Slovenian business sector during the energy crisis. [21] The

measures are believed to be valued at 2% of the Slovenian GDP.[22]

Since March 2022, the prices of petroleum products such as motor fuel and heating oil
have been heavily regulated and are currently among the lowest in the European
Union. [23] The other measures, active since late 2022 or set to be established in 2023 and 2024,
include the singular energy allowance in the value of 200 EUR for citizens in need, the dearness
allowance for recipients of child benefits which will help families that are entitled to child
benefits, and the maximum resale price of electric energy for households. In regard to the aid
for the business sector, the Slovenian government is set to, among others, determine the
maximum resale prices of electricity and natural gas while continuing to limit the price of motor
fuel and other petroleum products.

The government will also allocate EUR 7.5 million (of which EUR 5.2 million will come

from European funds) in aid for agriculture and fisheries which, among others, include



subsidies for fuel and fertilizers, purchase of intermediate goods, and assistance for the dairy
sector. In order to mitigate food price increases, the government also intends to adjust the

taxation of reimbursements of employee expenses for food. [24]

The extensive package of measures will present a drain on the governmental resources,
but the positive impact on inflation, stimulation of economic activity, and social stability should
offset the possible drawback. It is clear however that the government will need to adapt to the
difficult circumstances and find a reasonable manner of maneuvering between tight and

necessary measures and the internationally induced pressure of continuous economic growth.

Conclusion

Slovenia has been long regarded as one of the most successful post-socialist economies
in the European Union. Like many other member states of the EU, the Slovenian economy was
hit hard in 2022. So far, it seems that the government has found the means to help its citizens
in economic distress while the Slovenian economic capacity remains relatively high.
Nevertheless, the year 2023 will bring about several economic challenges which will need
skillful maneuvering and the ability to adapt to the changing global economic conditions. As of
January 2023, the 15th Slovenian government retains the support of the Slovenian citizens;
however, economic success in 2023 may very well be an important factor in measuring the

success of the current government.
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