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FOREWORD
Foreword

At the beginning of this new millennium, regional economies are confronting
momentous changes. The globalisation of trade and economic activity is increasingly
testing their ability to adapt and maintain their competitive edge. There is a tendency

for income and performance gaps to widen between and within regions, and the cost of
maintaining social cohesion is increasing. Rapid technological change and greater use
of knowledge are offering new opportunities for local and regional development but

demand further investment from enterprises, reorganisation of labour and production,
more advanced skills and environmental improvements.

Amid this change and turbulence, regions continue to follow very different paths.

Some regions are doing well and are driving growth. Others are less successful at
capturing trade and additional economic activities. Many territories with poor links to

the sources of prosperity, afflicted by migration and ageing, and lagging behind with
respect to infrastructure and private investment, are finding it difficult to keep up with
the general trend.

At the same time, central governments are no longer the sole provider of
territorial policy. The vertical distribution of power between the different tiers of
government needs to be reassessed, as well as the decentralisation of fiscal resources

in order to better respond to the expectations of citizens and improve policy efficiency.
Public authorities need to weigh up current challenges, evaluate the strategies pursued
in recent years, and define new options.

Responding to a need to study and spread innovative territorial development
strategies and governance in a more systematic way, in 1999 the OECD created the
Territorial Development Policy Committee (TDPC) as a unique forum for international

exchange and debate. The TDPC has developed a number of activities, including a
series of National Territorial Reviews. These studies follow a standard methodology
and a common conceptual framework, allowing countries to share their experiences

and disseminate information on good practices.
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CoE Centres of Excellence
DIACT Délégation interministérielle à l’aménagement et la 

compétitivité du territoire/Interministerial Delegation to 
Territorial Development and Competitiveness

ECEC Early Childhood Education and Care
ERDF European Regional Development Fund
ESF European Social Fund
FCZ Free Customs Zone
FDI Foreign Direct Investment
FEZ Free Economic Zone
GDP Gross Domestic Product
GEM Global Entrepreneurship Monitor
GERD Gross Expenditure on Research and Development
GOSP Government Office for Local Self-Government and Regional 

Policy
ICT Austrian Conference on Spatial Planning
IMAD Institute for Macroeconomic Analysis and Development
IRO Development Risk Index
IRS Increasing Returns to Scale
ISARR Central monitoring system in Slovenia
ISPA Instrument structurel de préadhésion Structural Instrument for 

Pre-accession
JAPTI Public Agency for Entrepreneurship and Foreign Investment in 

Slovenia
LEADER Liaison entre actions de développement de l’économie rurale/ 

Liaison between development actions and rural economy
MHEST Ministry of Higher Education, Science and Technology
NAPA Northern Adriatic Ports Association
NARD National Agency for Regional Development
NDP National Development Plan
NGO Non-Governmental Organisation
NSRF National Strategic Reference Framework
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NUSZ Property tax which is the charge for land on which built 
structures stand

NUTS2 Nomenclature of Units for Territorial Statistics 2
NUTS3 Nomenclature of Units for Territorial Statistics 3
OP SRDP Operational Programme for Strengthening Regional 

Development Potential
ÖROK Austrian Conference on Spatial Planning
PAEFI Public Agency of the Republic of Slovenia for Entrepreneurship 

and Foreign Investments
PHARE Poland and Hungary: Assistance for Restructuring their 

Economies programme
PISA Programme for International Student Assessment
PIT Personal Income Tax
PPP Public-Private Partnership
R&D Research and Development
RDA Regional Development Agency
RDP Regional Development Programme
SAPARD Special Accession Programme for Agriculture and Rural 

Development
SME Small and medium-sized enterprises
SNRF National Strategic Reference Framework
SOE State-Owned Enterprises
SPA Special Protection Area
SPC Structural Policy Council
SRD Strategy of Regional Development
TDA Territorial Development Agencies
TFP Total factor productivity
TL2 Territorial Level 2
TL3 Territorial Level 3
VAT Value Added Tax
WTO World Trade Organisation
YEDI Young Entrepreneur Development Initiative
ZOS Association of Municipalities
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Assessment and Recommendations

Slovenia’s regions have performed strongly, even 
in the wake of the crisis

Overall, Slovenia’s regions have experienced strong growth since the mid-1990s.
While there has been some increase in inter-regional disparities in both growth
performance and levels of GDP per capita, the increase in disparities was driven
largely by the dynamism of the capital region, and even the worst-performing
regions have been growing faster than the OECD average. The widening of inter-
regional disparities during the period of strong growth before 2009 was in any
case typical of economies in transition, and inter-regional disparities remain
relatively low by OECD standards. Nevertheless, two regions stand out as
chronic under-performers, with per capita GDP levels falling further and further
below the national average. They represent a cause for concern, as their poor
performance could, unless reversed, impose significant long-term costs in the
future. While the recent crisis hit Slovenia hard, its aggregate impact on labour
markets has been in line with the OECD average; the unemployment rate rose
from 4.4% in 2008 to 5.9% in 2009. However, the spike in unemployment was
geographically quite concentrated: more than half of job losses (60%) occurred
in only two of Slovenia’s twelve regions.

Exploiting further agglomeration economies could 
help raise aggregate growth…

Although the capital region’s contribution to aggregate growth is by far the
biggest in Slovenia, it is not particularly large by the standards of OECD
countries. Moreover, population density and urbanisation levels are relatively
low, and there are as yet few if any indications that the potential growth and
productivity benefits of agglomeration in the capital region are exhausted.
Deepening agglomeration effects in its capital region, as well as in Slovenia’s
second-tier cities, could lead to improved aggregate performance. The role of
these second-tier cities could be especially important: despite Ljubljana’s
important role, the bulk of aggregate growth was generated by six non-capital
regions, suggesting that policies that could synchronise and exploit potential
13
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complementarities among them could be very good for aggregate growth and
polycentric development. Finally, it is important to ensure that the five regions
making the smallest contributions to overall growth enter into a sustainable
growth path by exploiting their own endogenous assets; otherwise the
potential future remedial costs could represent a significant burden on
national budgets.

Low inter-regional disparities are partly the result of long-standing policies
aimed at ensuring polycentric and balanced regional development. Tax relief
and several forms of subsidies have been used to support lagging regions and
to sustain historic settlement patterns. Yet if the recipient regions rely on
open-ended external public resources rather than endogenous assets, they
could generate high remedial costs, which would in turn reduce aggregate
growth. The costs of such policies must be weighed against their perceived
benefits with particular care in the current tight fiscal environment. As it
attempts to sustain the recovery and pursue fiscal consolidation, Slovenia,
like most OECD countries, cannot afford to get it wrong with the governance
of public expenditures, particularly public investment and EU structural
funds. Efficient and effective regional development policies and institutions
are more important than ever as the government tries to do better with less.

… the focus of policy has shifted towards 
endogenous regional growth objectives…

The availability of pre-accession EU assistance and the entitlement to
Structural Funds have created new impetus for regional policy and
contributed to the emergence of a broader view of regional development
potential. Slovenia ranks among the largest net recipients of Structural Funds
on a per capita basis, alongside Estonia, Hungary, the Czech Republic,
Lithuania, and Latvia. In line with EU requirements, Slovenia earmarked
around 66% of total funds for projects initiated under the EU’s so-called
“Lisbon Agenda” for sustainable growth, innovation and jobs, one of the
highest rates among the ten new member states.

The new Law on Stimulating Balanced Regional Development, adopted in
March 2011, is intended to make regional development policy more
predictable and transparent, as well as fairer and more efficient. One of the
main innovations of the law is the creation of a mechanism to avoid the need
for ad hoc measures and region-specific legislation in response to shocks, such
as the special law on the Pomurje region adopted in 2009. Greater reliance on
contractual arrangements for the national co-financing of regional projects,
and emphasis on improving monitoring and evaluation, should also
strengthen accountability and co-ordination.
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… but municipal fragmentation makes it hard 
to focus on regional-scale initiatives

In contrast to the pattern observed in many OECD countries, the number of
municipalities in Slovenia has grown over the last 20 years. This trend toward
fragmentation has been particularly visible in the less developed parts of the
country in the east and south. At present, there are 211 municipalities for a
country of just about 2 million inhabitants. Over 100 municipalities have
fewer than 5 000 inhabitants and 25 have fewer than 2 000. Many are too small
to provide public services efficiently or to implement potentially growth-
enhancing investments.

While the motives for splitting are often local and sometimes political, two
important incentives for fragmentation stem from access to investment finance.
First, the funding formulae used in municipal finance tend to be more generous
to smaller and less dense municipalities, and municipalities may receive specific
grants from the state budget for co-financing investment or current expenditures.
Secondly, single municipalities can apply to EU programmes and funding. There
is no specific incentive for inter-municipal co-operation in the allocation of
EU funding. The administration of Cohesion Policy at regional level has also
been largely dominated by municipal authorities. A municipality is guaranteed
a “place at the table” through participation in the Regional Council. Fragmentation
has been facilitated by other factors as well, such as the failure to apply the legal
threshold of 5 000 inhabitants per municipality strictly, and the fact that
hitherto many members of parliament have been incumbent mayors at the
same time. Legislation adopted in 2011 stipulates that such a combination of
functions will be abolished at the next national elections.

Recently, fragmentation has started to slow, thanks in part to changes in the
criteria for establishing municipalities, an increase in the number of
competences transferred to municipalities since the late 1990s, deterioration
in the ability of the fiscal equalisation system to close the fiscal gap, and the
adverse effects of the recent financial crisis. The new law on balanced regional
development may also help, by reducing the scope for small municipalities to
tap EU funds for local needs. Nevertheless, the current fiscal framework
remains permissive, at best, when it comes to fragmentation.

The absence of regional tier makes the issue 
of municipal fragmentation all the more salient

While the absence of regional government makes it harder to address regional
development at a truly regional scale, it is far from clear that Slovenia needs
an entire intermediate tier of government. Although the Constitution
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envisages a regional tier between municipalities and the central government,
none has ever been created, owing largely to disagreement over how many
regions there should be, where their borders should run, etc. Many question
the rationale for a regional tier in a country of 2 million inhabitants; there is no
clear vision of what regional governments should do. If regions are not to be
created, then more must be done to foster municipal co-operation and to
combat the tendency to “localise” regional policy.

Municipal fragmentation leads to three main types 
of governance challenges for regional policy

Important challenges lie in the implementation of regional policy – more than
its design – and in particular with key aspects of multi-level governance.
Slovenia needs in particular to address a policy gap at the regional level, linked
to the lack of regional hubs, a growing administrative gap at local level linked
to municipal fragmentation, and an information gap for policy-making.

● A policy gap at the regional level. Co-ordination at the “regional” level
– defined as TL3 statistical regions – is ensured by Regional Development
Agencies, which have no enforcement capacity, and Councils of Regions,
which bring together mayors in a given region, work on a consensual basis
and tend to focus on short-term priorities linked to local service delivery
rather than long-term regional economic development challenges. They
prepare Regional Development Programmes (RDPs), which are strategic
documents for the seven-year funding period of the EU Structural Funds.
Each seven-year RDP incorporates a three-year operational implementation
plan, but neither the strategic nor the implementation parts are binding on
municipalities – nor are they integrated into the national budget. The new
Law on Balanced Regional Development adopted in March 2011 introduces
positive changes in this respect, as discussed below.

● Administrative and capacity gaps at the sub-national level. Most
municipalities (especially those with fewer than 2 000 inhabitants) do not
have the capacity to conduct strategic planning or absorb EU funds in the
given timeframe. A large number of actors (RDAs, local development
agencies, regional councils, chambers of commerce, etc.) operate in
relatively small regions. This is not atypical, but suggests the possibility of
overlapping spheres of activity and/or an inefficient fragmentation of tasks.
Professional capacities of RDAs are often criticised as lacking regional
planning expertise, experience, and financial resources. There is little
evidence that RDAs currently take advantage of the potential for co-
operation with the other regions.
OECD TERRITORIAL REVIEWS: SLOVENIA 2011 © OECD 201116



ASSESSMENT AND RECOMMENDATIONS
● An information gap. The evidence base for policy-making appears to be
rather thin both at central even more at sub-national level. Slovenia’s
present arrangements for generating, distributing, and using information
for monitoring and evaluation of regional development policy are
underdeveloped. Comprehensive regional economic assessment and
corresponding strategic planning appear weak. Here lies a potential role for
RDAs in collaboration with other public and private actors, such as statistical
offices, universities, or chambers of commerce and craft. Careful consideration
of regional issues and regional strengths and weaknesses can temper the
unrealistic ambitions of local authorities and regional actors; in too many
regions – across the OECD and not only in Slovenia – “everyone wants
everything” (centres of excellence, tourism, universities, high-tech investment,
competitive agriculture, etc). This problem is further amplified in a fragmented
topographical and governance environment. such as that of Slovenia.

How do these gaps concretely impact regional policy 
and its different components? Five policy examples

Spatial planning and Natura 2000: Slovenia’s complex two-tier spatial
planning system poses a substantial administrative burden on municipalities.
Preparing a municipal spatial plan is a long and demanding process, which
requires time, professional expertise, substantial financial resources, and
consultations with various groups of stakeholders. This is further complicated
by the fact that 36% of Slovenia’s territory falls under Natura 2000 protection,
the highest share in the EU. Unspoilt nature and biodiversity offer unique
assets for Slovenia’s long-term development, but this potential often goes
unrealised, owing to a lack of strategic management capacity and the
prevalence of numerous local interests as municipalities struggle individually
to comply with time-consuming, technical requirements. The lack of
collaboration among municipalities leaves many of them unable to meet the
scale of regional growth objectives and to achieve broader joint interests.
Spatial planning procedures could be streamlined both at national and local
levels. They could also be stabilised: frequent changes in spatial planning
rules are a frequent cause of complaint. Municipalities could receive more
technical assistance and training, not only to abide by spatial planning
procedures but also to develop a broader vision of spatial planning at a
relevant scale. A cross-checking mechanism should be introduced to help link
spatial plans with regional development plans.

Transport: Although regional policy funds are earmarked to pursue
competitiveness and innovation objectives, the bulk are reportedly scattered
into a large number of small-scale transport projects, as municipalities
compete to finance their own local infrastructure projects without a strategic
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vision of integrated regional development. A proliferation of isolated local
transport projects would not serve the overall priority given by the
government in recent years to developing intra-regional railway connections
as well as cross-border connections. The transport planning process involves
compulsory co-ordination between the Ministry of Transport and the Ministry
of Environment and Spatial Planning, followed by consultations with local
authorities. This stage of co-ordination and consultation is currently time-
consuming and generates substantial tension between ministries and
between levels of government, which needs to be resolved if Slovenia is to be
further integrated in pan-European corridors and the EU Danube Strategy.

Human capital: The Slovenian primary and secondary education systems
perform well by international standards but at a high cost, since Slovenia
spends considerably more per pupil on basic education than other OECD
countries with similar income levels and average class sizes are small.
Municipalities compete to retain their own schools as an important
component of local attractiveness. More effective incentives for inter-
municipal collaboration could help increase spending efficiency in primary
and lower secondary education. Co-operation between schools and local
businesses could also be encouraged to start at an early stage, in upper
secondary education. Considering that tertiary education is already ensured
by four public universities, inter-regional student mobility could be
encouraged through targeted loans rather than increasing the number of
universities to satisfy the ambitions of individual regions.

Innovation: Support for non-technological innovation will be instrumental in
modernising Slovenia’s economy. In relatively small countries, it is easy to
make the case for selectivity and concentration of resources, but policy
makers may nevertheless be reluctant to set priorities. Because small
countries have limited discretion in how wide a research agenda they can
support, some priority setting is necessary. The experience of the Centres of
Excellence (introduced in 2004-06 and extended in 2007-13) has been
encouraging. The government is currently planning to support 17 “regional
economic-logistic-technology centres” in 2011-15. Effective implementation
will need to build on a careful assessment of projects to avoid dispersion of
R&D and higher education capacities, and to provide higher-quality research.

Business environment: Some municipalities have benefited from the
14 business zones that were co-financed during 2004-06. Free Economic Zones
(FEZs) and Free Customs Zones (FCZs) have also been put in place in the port
of Koper and the city of Maribor, recently extended to the end of 2013. Creating
exceptional conditions for specific enterprises risks distorting markets and
weakening competition, not least by granting a small sub-population of firms
a significant advantage when it comes to competing for highly skilled
workers. A rigorous cost-benefit analysis of special zones should be
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conducted to consider not only direct costs to the budget, but also costs in
terms of possible market distortions, which must be set against any
productivity spill-overs the zones are meant to generate. Procedures for
acquiring land and building permits could also be streamlined at the
municipal level. In a broader perspective, measures to promote the business
environment and encourage entrepreneurship could help regions to better
exploit their endogenous assets. In particular, further efforts could be made to
tailor the support to the characteristics of underused labour in different
regions (e.g., women, young workers) and promote social entrepreneurship
through partnerships with local and regional authorities.

The recently adopted Law provides the potential 
for improvements, but much will depend 
on the degree of political engagement in these 
new co-ordination mechanisms by national 
and local actors

The revised institutional arrangements set out in the recently adopted “Law
on Stimulating Balanced Regional Development” are intended to facilitate a
stronger regional (as opposed to local) orientation of development policy. The
current Regional Development Councils and Regional Councils will be
combined to form revamped Regional Development Councils in order to
rationalise their activities and costs. Membership will consist of
representatives of municipalities (40%), economic associations (40%), and
NGOs (20%). There is also a proposed shift to majority voting in regional
councils. The Law also contributes to improve vertical and horizontal co-
ordination of regional policy. Vertical relations are to be organised in terms of
RDPs, and contractual agreements between “development regions” and the
central government. To promote horizontal co-ordination the law encourages
co-operation among regions and ministries in order to prepare inter-regional
projects or a common development programmes. Whether or not the law
prompts a territorially selective, compensatory approach will now depend on
secondary legislation and implementation decisions.

Successful implementation will depend on finding the right balance between
bottom-up and top-down initiative when preparing national, regional and local
development strategies, programmes and projects. The law stipulates that
spatial planning documents, Regional Development Programmes and
Agreements on the Development of Regions should be consistent, but this is
likely to require greater capacity for inter-municipal/regional co-operation in
handling such tasks. Resolution of some of these capacity issues may depend
on how the new law on regional development interacts with the planned law
on municipalities, which is yet to be adopted.
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Limit municipal fragmentation, enhance 
inter-municipal co-operation and strengthen 
sub-national finances

Reforming local finances and enhancing inter-municipal co-operation are
strongly connected to the agenda for a more effective regional development
policy. Slovenia should facilitate municipal mergers, which are not actively
being pursued, and further develop new forms of inter-municipal co-operation.
In particular, the legal procedures involved in transferring competences to
joint bodies or companies should be simplified. Additional financial
incentives should be provided to jurisdictions that implement new types of
co-operative relationships. Other changes to local finances could further
reduce the incentives to fragment, strengthen the fiscal position of
municipalities and thereby enhance their capacity for economic development.
Three important reforms could be considered: i) the formula for determining
“appropriate expenditure” could be revised to reduce the bias in favour of
smaller municipalities, to take better account of the real costs borne by urban
municipalities in some spheres, and to ensure that financing really does
correspond to the mandatory and delegated functions of municipalities;
ii) arrangements for allocating investment funds from the state budget,
including EU Cohesion Funds, could be altered so as to encourage scale
economies and inter-municipal co-operation; and iii) fiscal equalisation grants
could be more meaningfully linked to revenue-raising effort.

Looking further forward, it would also be desirable to modify the municipal
revenue structure. The heavy reliance on the personal income tax is
somewhat problematic, and not only because it results in such very large
disparities in municipal tax bases. It also means that, in many areas, small
municipalities have only a limited incentive to pursue economic development,
since they can prosper as de facto “bedroom communities”: their revenue may
be based on the activities that their inhabitants undertake in neighbouring
towns rather than on local economic activity. Slovenia could also benefit from
increasing reliance on the taxation of real property, which is currently very
low by OECD standards. The advantage of taxes on land and buildings is that
they have relatively little effect on the allocation of resources in the economy,
and the tax revenue they generate is more predictable than the revenues
obtained from labour and corporate taxes. While such taxes can raise some
equity concerns, there are various ways to address equity in the design of the
property tax and of the tax system as a whole.
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Further strengthen existing regional structures

On top of municipal changes, Slovenia should strengthen existing regional
structures and consider reducing their numbers in the medium term, rather
than create a new administrative regional layer of government. Creating a new
regional government tier should be considered only when there is a clear
economic and institutional rationale, which is not evident in a country the
size of Slovenia. Regionalisation has been debated in Slovenia for a number of
years. A referendum was held in 2008 on the creation of 13 administrative
regions, but low voter turnout (10.9%) suggested limited interest in, or
understanding of, the topic. There is also a concern that adding a regional tier
of administration would simply add another layer of bureaucracy in a small
country, making government less, not more, accessible to citizens. Such a
reform could also be costly, especially if municipalities were not active
stakeholders in the reform.

The alternative to creating self-governing regions would be to strengthen
existing regional institutions in order to ensure a true regional orientation and
improve regional decision making. The new Law on Balanced Regional
Development appear to move in this direction, with the reconfiguration of the
Development Council; and the use of contractual arrangements. Recent
changes in the Law would move Slovenia in the direction of stronger
contractual arrangements by introducing “Agreements on Development of
Regions” – contracts between development regions and the central
government. These contracts would complement the RDP, be established for
three years, and be approved by the national government and the regions.
These agreements would bring together sectoral projects with significant
regional impacts, as well as EU projects funded in a region. Strategic
documents would remain largely the same, but implementation plans would
assume an obligatory status and would be integrated in the national budget.
Contractual arrangements can also facilitate cross-sectoral co-ordination at
the national level. Although they are often employed as an instrument to
manage intergovernmental relations, they can also foster dialogue across
ministries in the negotiation phase. Institutional mechanisms should be
developed to ensure proper involvement of sectoral ministries in the design of
contracts with GOSP and the RDAs.

As with all reforms, there may well be resistance to change from vested
interests. Although changes proposed under the new law may be insufficient
in some areas, it goes too far for some mayors in terms of strengthening
regional agencies. Nor does the law address the reduction in the number of
actors dealing with regional development.
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Improve cross-sectoral co-ordination on regional 
policy at the central level

Co-ordination of regional development policies at the central level is
challenging and OECD countries approach arbitration among different line
ministries in different ways. The government has recognised a need for
increased cross-sectoral co-ordination of regional development, and aims to
increase policy coherence at the national level. The recent Law adds a
ministerial-level “Council for Territorial Co-ordination of Development
Initiatives” to be headed by the Prime Minister. It would improve co-ordination
of development policies with regional impacts by co-ordinating the planning
and execution of ministries’ regionally relevant tasks, executing territorial
development dialogue, co-ordinating “Agreements on Development of
Regions” of individual regions, and proposing to the Government decisions
outside of its competence. To enforce the implementation of the Law and the
regional policy reform, it is important to ensure a high political leadership for
this Council, through regular chairing by the Prime Minister. As a complement
to a newly created inter-ministerial Council, Slovenia may wish to further
consider territorial “proofing mechanisms” as a part of the policy process.

Engage in systematic capacity development 
and enhanced performance monitoring

Monitoring and evaluation requirements, as well as related funding, from
the EU have helped to propel the development of information systems in
Slovenia, where a monitoring system (ISARR) and evaluation plan for
Cohesion Policy has been put in place. Yet, a more comprehensive approach is
needed. A more elaborated arrangement could include at least two key
elements: i) a monitoring system that extends beyond Cohesion Policy; and
ii) a monitoring and evaluation system associated with RDAs. From a technical
perspective, while ISARR is presently used only for the purpose of Cohesion
Policy, its use could be extended to programmes financed nationally. Some
other EU members have moved in this direction. As for the RDAs, to date heir
performance appears to have been variable, but hard evidence of their
achievements (or failures) is lacking.

Slovenia could also benefit from additional information and indicators about
regional economies, as well as municipal performance. The Statistical Office
of the Republic of Slovenia has made useful data available regarding statistical
and cohesion regions, as well as the municipalities they contain. At the
regional level, actors could benefit from a standardised definition of
functional regions and national analysis on regional specialisations. Local
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statistics could also be enhanced. In a tight fiscal environment, evaluating and
promoting municipal efficiency and effectiveness is critical for OECD
countries and is a particular need for Slovenia, with its abundance of small
local governments. The National Statistical Office of Slovenia could therefore
consider complementing its present publication “Slovene Municipalities in
Figures” with an interactive database containing information on each
municipality’s activities, finances, and demographics. One possibility would
be for GOSP to create and make publicly available a streamlined “e-portal” for
regional development and municipal governance that contains the data, tools,
and analysis noted above, as well as additional information, such as training
and networking opportunities, links to other e-government services for
businesses, etc. In doing so, GOSP would take advantage of its position as a
“network node” and facilitate the distribution of information.

The improved involvement of private actors and firms in regional
development depends greatly on the enhanced credibility and leadership of
regional actors. A key dimension in local private sector engagement in
regional projects and EU-funded projects is also linked to the perceived
administrative burden linked to these projects. Co-financing and reporting
requirements are complex, and the increased regulatory constraints
discourage firms from developing projects. In addition, complex and
constantly changing regulations on spatial planning create bottlenecks for
investment at the local level. Overall, Slovenia should closely monitor the
development of regulations that apply to municipalities and seek to reduce
their number, as several OECD countries have done recently.

Mechanisms are in place to support sub-national capacity building, but they
could be strengthened. Underlying all of the recommendations here is the idea
of enhanced policy performance – in terms of better design, better informed
decision making, more capable actors, stronger partnerships, and greater
efficiency. The central government can take an additional, explicit step to alter
incentives in a way that encourages innovative approaches to policies and
programmes. Pilot initiatives can be very useful as a way to ensure a gradual
institutional change and learning-by-doing. Non-monetary incentives, such
as administrative flexibility, can also be used to promote innovation and
reveal good practice. GOSP could consider allowing regional actors or
municipalities to apply for “waivers” to administrative requirements that
actors suggest stand in the way of efficiency or effectiveness. Such waivers
could require specific proposals to the central government regarding
alternative means of implementing existing policies or programmes, which
– if applied on a pilot basis – could reveal new, useful approaches that could
potentially be extended or expanded to other actors or regions.
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Conclusion

Overall, Slovenia has taken steps to bring its regional policies into line with the
OECD’s “New Regional Paradigm”, focusing on investment, competitiveness and
a multi-sector horizontal approach, as opposed to using subsidies and
transfers to pursue compensatory objectives via a top-down sectoral policy.
However, the current regional policy framework still lays great stress on
traditional compensatory measures, and the degree to which the shift towards
the new paradigm is reflected in day-to-day practice will depend on how the
authorities tackle the implementation challenges associated with recent
reforms, as well as their success addressing the governance and policy gaps
described above. The current tight fiscal environment will make it even harder
to meet these challenges but it also makes implementation success more
important than ever.
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Chapter 1 

A Regional Approach for Development

Slovenia is a small open economy experiencing strong growth since the mid-
1990s. As in many economies in transition, inequalities have been widening;
nevertheless, they remain below OECD standards. Despite its small size,
Slovenia’s economy is very heterogeneous with low levels of demographic and
economic concentration. During the past years concentration has been rising,
driven mainly by the capital region’s economic expansion. Population density
and urbanisation levels remain relatively low by OECD standards, indicating the
productivity benefits of agglomeration in the capital region are far from
exhausted. National growth depends on the capital region, but six-non capital
regions still account for the bulk of aggregate growth. All Slovenian regions but
one are growing faster than the average for OECD TL3 regions. The impact of the
recent crisis was quite concentrated geographically: more than half of job losses
(60%) occurred in only two of Slovenia’s twelve regions. Labour productivity
growth appears the key driver of regional growth closely linked to improvements
in educational attainments and innovation performance.
25



1. A REGIONAL APPROACH FOR DEVELOPMENT
Introduction

Chapter 1 provides a summary of the main strengths and challenges
Slovenia faces at the sub-national level. The chapter considers both sub-
national trends in Slovenia and the performance of its regions in comparison
with other OECD countries and regions.

This chapter is composed of four main sections. Section 1.1 summarises
the main macroeconomic trends. Section 1.2 analyses trends in concentration
and inequality in demographic and production patterns. It also benchmarks
the performance of Slovenian regions, including the recent impact of the
crisis, to comparable OECD regions and examines the links between the
regional and aggregate levels. Section 1.3 examines the main drivers of growth
at the regional level in Slovenia. Section 1.4 highlights a series of regional
policy challenges and provides an overview of some institutional and fiscal
issues and multi-level governance challenges in Slovenia.

1.1. Macroeconomic trends

This section summarises the main macroeconomic trends and challenges
in Slovenia, paying special attention to macro-economic performance since
independence in 1991. The main challenges will focus on labour productivity,
human capital, innovation and finally the impact of the crisis.

Since 1991, Slovenia has been experiencing a catching up process

Slovenia’s past has played a large role in shaping its current economic
development trajectory. After the Second World War, Slovenia, then part of
Yugoslavia, experienced the nationalisation of its businesses and industries.
On 25 June 1991, Slovenia declared independence, signing its constitution on
December of the same year. Since then, the country has made the transition
to a market economy, undergoing heavy structural reforms as well joining
such international organisations as the Council of Europe (1993), the General
Agreement on Tariffs and Trade (1994), which evolved into the World Trade
Organisation (WTO), and the European Union (2004). Slovenia adopted the
Euro in 2007 and became a member of the OECD in 2010.

Over the decade to end-2007, Slovenia achieved an annual average real
GDP growth rate of 4.4%, well above the OECD average, alongside gradually
easing inflationary pressures. Employment rates grew significantly and the
unemployment rate fell by almost half (Figure 1.1).
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1. A REGIONAL APPROACH FOR DEVELOPMENT
Despite the recent rise in current account deficits, export competitiveness
improved in some sectors. Slovenia’s current account deficit widened
significantly in the last years before the crisis, mainly as a result of rising
commodity prices, the overheating of the economy, the appreciation of the
euro and increases in labour costs (OECD, 2009). Despite this increase, shares
in world trade in most major export products increased during 1997-2007
(Figure 1.2). The most remarkable gains occurred in medicinal and
pharmaceutical products, where Slovenia’s market share increased in the
course of double-digit growth in world trade. Similarly, the metals sector (iron

Figure 1.1. Real GDP per capita in USD at constant prices 
and constant purchasing power parity, EU15 = 100

1. Unweighted average of data for the Central and East European countries that are OECD members:
Czech Republic, Hungary, Poland and Slovak Republic.

2. Year-on-year percentage change.
3. Age group 15-64.

Source: OECD (2009), National Accounts of OECD Countries – Online Database, April; OECD Economic Outlook:
Interim Forecast, March; Eurostat Database (2009); Economy and Finance, and Labour Force Survey, April; IMF
(2009); and Balance of Payments and International Investment Statistics, CDROM, International Monetary
Fund, February.
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1. A REGIONAL APPROACH FOR DEVELOPMENT
and steel and non-ferrous metals) displays good performance. In road
vehicles, Slovenia’s most important export sector, exporters boosted their
share in world markets by 8% during 1997-2007. Gains in exports of goods
associated with higher productivity levels are critical drivers of national
growth as a result of transferring resources from lower to higher productivity
activities identified by what Hausmann, Hwang and Rodrik (2005) call an
entrepreneurial cost-discovery process.

Per capita GDP has steadily converged towards the OECD average,
boosted by labour productivity gains. During 1997-2007 Slovenia’s strong
economic performance led to a catch-up in per capita GDP terms, from 67% of
the EU15 average in 1997 (in current purchasing power parity terms) to 81%
in 2007. Labour productivity gains were the main driver of per capita GDP
growth during the decade to 2007 (Table 1.1), stemming from capital
deepening and total factor productivity (TFP) growth. TFP growth was driven
by the absorption of advanced countries’ production and organisation

Figure 1.2. Slovenia’s export performance in selected commodities, 
per cent, 1997-2007

Note: Commodities based on SITC Rev. 3 classification; those shown represent 64% of total exports
in 2007. The size of the bubble indicates the share of the sector in total exports in 2007.

Source: OECD (2009), International Trade by Commodity Statistics, ITCS Online Database, January.
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1. A REGIONAL APPROACH FOR DEVELOPMENT
techniques, helped by deepening integration into the global economy. The
contribution of labour productivity to growth was greater in Slovenia than in
the Czech Republic or Hungary, but less than in Poland or the Slovak Republic.
In terms of the contribution of labour utilisation to growth, Slovenia
outperformed all OECD transition economies except Hungary (Table 1.1).

Despite gains in labour productivity growth, there is significant room for
further improvements. Slovenia recorded the third fastest gains in labour
productivity growth in the OECD over 1997-2007, but the level of productivity
at the end of the decade was still significantly below the OECD average
(Figure 1.3). Initially, productivity gains were mainly driven by the reallocation
of labour between sectors, but in recent years within-sector productivity gains
have improved (OECD, 2009). Nevertheless, improvements in within-sector
productivity have been smaller than in regional peers like Poland or the Slovak
Republic. The manufacturing productivity gap between Slovenia and the euro-
area average in 2008 was around one-third, suggesting further gains are
possible through cross-border absorption of advanced technological and
organisational knowledge. In the future, within-sector productivity could be
further strengthened by efficiency gains in sectors where productivity
improvement has been limited in the past decade, notably the service sector.

Table 1.1. Real GDP growth per capita 
compared to other Central and East European countries

Slovenia Czech Republic Hungary Slovak Republic Poland2

Real GDP per capita 4.2 3.1 4.3 4.7 4.2

Labour utilisation 0.2 –0.3 0.7 0.0 –0.3

Working time3 –0.3 –0.4 –0.2 –0.5 –0.3

Employment participation 0.5 0.1 1.0 0.5 0.0

Demographic structure4 0.0 0.4 0.1 0.7 0.5

Employment rate 0.5 –0.3 0.8 –0.2 –0.5

Labour productivity5 4.0 3.4 3.5 5.1 4.5

Capital intensity of labour 1.9 2.4 2.0 2.8 1.4

Total factor productivity6 2.2 1.1 1.5 2.3 3.1

Employment ratio7 0.0 –0.1 0.0 –0.4 –

1. 1997-2006 for Poland.
2. To avoid issues arising from a break in series, Polish employment data prior to 2003 are estimated,

see Iradian (2007).
3. Hours worked per person employed.
4. Ratio of working age to total population.
5. Real GDP per hour worked.
6. Calculated as a residual.
7. Employment domestic concept relative to employment national concept.
Source: OECD (2009), National Accounts of OECD Countries – Online Database, February; Eurostat Database
(2009); Economy and Finance, February; OECD (2008), Productivity Database, September; and G. Iradian
(2007), “Rapid Growth in Transition Economies: Panel Regression Approach”, IMF Working Paper,
No. 07/170, International Monetary Fund.
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Despite the catching up process there is scope for further improving 
human capital and innovation

Slovenia has a well educated workforce; however, there is further scope
for improvement. Average years of schooling are quite high in Slovenia in
comparison to other transition economies, being partly linked to extensive

Figure 1.3. Labour productivity, measured by GDP per hour worked

Note: In US dollars at constant prices and purchasing power parities.

Source: OECD (2008), Productivity Database, September, www.oecd.org/statistics/productivity; OECD (2009),
National Accounts of OECD Countries – Online Database, February; and Eurostat Database (2009), Economy
and Finance, February.
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Table 1.2. Within-sector contributions to labour productivity growth, 
percentage average, 1997-2007

Slovenia
Czech 

Republic
Hungary Poland1 Slovak 

Republic
EU1

Agriculture, hunting, forestry and fishing 0.1 0.2 0.7 0.6 0.8 0

Mining and quarrying 0.1 0.0 0.0 0.0 0.1 0

Manufacturing 2.2 2.2 1.9 1.7 3.7 0

Electricity, gas and water supply 0.1 0.0 0.0 0.1 –0.4 0

Construction 0.2 –0.2 0.1 0.2 0.2 0

Wholesale and retail trade; repair of motor vehicles 
and household goods 0.6 1.3 0.5 0.8 0.7 0

Hotels and restaurants 0.1 –0.2 0.0 0.0 0.0 0

Transport, storage and communication 0.3 0.4 0.5 0.4 –0.1 0

Financial intermediation 0.4 0.1 0.3 0.4 –0.1 0

Real estate, renting and business activities –0.2 0.0 –0.8 –0.2 0.1 –0

Market sector 3.9 3.7 3.3 4.1 5.0 1.

1. Measured by value added at constant prices per person employed.
2. Aggregate calculated using US dollars at constant prices and constant purchasing power parities weighte

employment shares. Includes some estimates where data is unavailable.
Source: OECD (2009), National Accounts of OECD Countries – Online Database, February; and OECD (2008), Structural An
(STAN) Database, December.
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t and
part-time student work. Slovenia was ranked significantly above the OECD
average in mathematics and in science assessment in the 2009 PISA scores.
Scores in reading assessment were below OECD standards. Furthermore, the
ratio of students to teaching staff, a frequently used indicator for the quality
of tertiary education, has barely improved in past years and still falls short of
the ratios of most OECD countries, the main reason being the relatively low
annual expenditure per student – Slovenia spent USD 8 500 per full-time
student in 2005, compared with an OECD average of USD 11 500. In general,
there is scope for further improving human capital by making the education
system more efficient and encouraging lifelong learning

Key elements of Slovenia’s science and innovation profile are below OECD
standards. Gross expenditure on R&D in 2008 stood at 1.7% of GDP, having
grown in real terms at an annual average rate of 7.1% since 2000. In 2008,
industry funded around 63% of gross expenditure on R&D (GERD), up from 53%
in 2000, and government funded 31%. The business enterprise sector
performed 65% of GERD in 2008, the higher education sector 13.4% and the
government sector 22%. In the same year, business expenditure on R&D

Figure 1.4. Top performers in reading, mathematics and science

Note: The graphs display the percentage of students reaching the two highest levels of proficiency (level 5 in ligh
level 6 in dark).

Source: OECD PISA 2009 Database, Tables I.2.1, I.3.1 and I.3.4.
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1. A REGIONAL APPROACH FOR DEVELOPMENT
(BERD) reached 1.1% of GDP and industry-financed GERD was 1.04% of GDP.
These three areas of R&D expenditure remain below the OECD average, as do
patent intensity, population with tertiary degree, science and engineering
degrees and firms undertaking non-technological innovation. In contrast,
Slovenia had a relatively high number of scientific articles per million
population (1 233), and higher shares of patents with foreign co-inventors,
firms collaborating and firms with new-to-market product innovations.

Slovenia’s transition from a low-cost economy to one specialising in
higher value-added niche markets will largely depend upon an efficient
innovation strategy, combining entrepreneurship and innovation policies.
Slovenia points to a general lack of entrepreneurial dynamism, which has
limited overall efficiency gains. According to the Global Entrepreneurship
Monitor (GEM) Slovenia’s early-stage entrepreneurial activity, though rising, it
relatively low (OECD, 2009). Options to strengthen entrepreneurship include
facilitating property registration and expanding the network of public/private
business support centres.

Slovenia’s catch-up has been set back by the effects of the global 
financial crisis

Slovenia’s economy was particularly hit by the global financial crisis.
Slovenia experienced the worst crisis since independence, with real GDP

Figure 1.5. Science and innovation profile of Slovenia, 2008

Source: OECD Science, Technology and Industry Outlook 2010, Chapter 3: “Science and innovation profile of
Slovenia”.
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1. A REGIONAL APPROACH FOR DEVELOPMENT
contracting in 2009 by 8.13% – more than twice the average decline
experienced by OECD countries (–3.9%). This was mainly due to Slovenia’s
vulnerability as a small open economy. In fact, only Estonia experienced a
greater decline (–13.9%) during the same year. The rate of unemployment
increased by one and a half percentage points, from 4.4% in 2008 to 5.9%
in 2009, remaining below the OECD average in 2009 of 8.3%. As Slovenia is a
small open economy within the euro area, it is crucial for it to rebalance its
economy and restore competitiveness rapidly. Slovenia, along with the rest of
the OECD area, has been gradually recovering, primarily driven by export
demand and stronger investment. The recovery process must go in hand with
fiscal consolidation following the strong 2009 fiscal stimulus.

The government’s response to the crisis has been adequate but must be
accompanied by additional reforms. Growth is expected to rebalance gradually
towards private domestic demand through 2011 and 2012. The unemployment
rate has yet to stabilise, as government short-time work measures are being
phased out and activity remains subdued. The government responded to fiscal
slippage in early 2010 by adopting additional consolidation measures but
sustainable fiscal consolidation also could benefit from a comprehensive
pension reform, which has so far met fierce resistance, and improvements in
public sector efficiency. A successful pension reform would bolster fiscal
consolidation.

Over the long term, Slovenia’s economy must continue to restructure by
targeting improvements in human capital and innovation, both critical to
bolstering labour productivity. Over the short term, Slovenia must continue its
recovery from the crisis by pursuing fiscal consolidation together with much
needed pension and labour market reforms. At the same time, sub-national

Figure 1.6. Real GDP growth among OECD countries, 2008-09

Source: OECD (2011), OECD Economic Surveys: Slovenia, OECD Publishing, Paris.
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policies can play a key role in meeting these challenges, especially in a country
that, despites its small size, is quite heterogeneous. If well designed, place-
based policies can not only booster national growth by ensuring that each
region reaches its growth potential, they are also capable of meetings
inclusiveness and social cohesion goals, in addition to helping the delivery of
goods and services.

1.2. Regional development gaps in Slovenia

Section 1.1 reviews the degree of heterogeneity present in Slovenia’s
geography, economy and settlement patterns. It then analyses the evolution
over time of demographic and economic concentration and inequality,
benchmarking Slovenia against other OECD countries. The section then
proceeds to assess the performance of Slovenian regions, paying special
attention to GDP growth and labour-market performance, including the recent
impact of the crisis. This section also examines the links between regional and
aggregate performance.

Table 1.3. Slovenia: Demand output and prices

Current prices, 
EUR billion

Percentage changes, 
volume (2000 prices)

2007 2008 2009 2010 2011 2012

Private consumption 18.2 2.9 –0.8 –0.6 1.0 2.5

Government consumption 6.0 6.2 3.0 0.3 –0.8 –0.3

Gross fixed 9.6 8.5 –21.6 –5.3 4.2 6.6

Final domestic demand 33.8 5.1 –6.1 –1.5 1.4 2.9

StockbuildingNote: 1.4 –0.8 –4.0 1.7 0.7 0.0

Total domestic demand 35.2 4.2 –9.8 0.6 2.4 2.8

Exports of goods and services 24.0 3.3 –17.7 8.7 6.4 6.6

Imports of goods and services 24.6 3.8 –19.7 7.6 6.6 6.6

Net exportsNote: –0.6 –0.4 2.0 0.7 –0.1 –0.1

GDP at market prices 34.6 3.7 –8.1 1.1 2.0 2.7

GDP deflator – 4.0 3.2 0.5 1.0 1.9

Memorandum items

Harmonised index of consumer prices – 5.5 0.9 2.1 1.9 2.2

Private consumption deflator – 5.4 0.0 2.4 1.7 2.1

Unemployment rate – 4.4 5.9 7.2 7.6 7.4

General government financial balance – –1.8 –5.8 –5.7 –4.7 –3.9

Current account balance1 –6.7 –1.5 –2.8 –3.9 –4.5

Note: National accounts are based on official chain-linked data. This introduces a discrepancy in the iden
between real demand components and GDP. For further details, see OECD Economic Outlook Sources and Meth
(www.oecd.org/eco/sources-and-methods).
1. Contributions to changes in real GDP (percentage of real GDP in previous year), actual amount in the first colu
2. As a percentage of GDP.
Source: OECD Economic Outlook 88 Database.
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1. A REGIONAL APPROACH FOR DEVELOPMENT
Slovenia is small but heterogeneous, with low concentration 
of population and economic activity

Slovenia is the second-smallest OECD country by surface area
(20 273 km2). Only Luxembourg is smaller. Nevertheless, Slovenia is
topographically quite diverse. The terrain is dominated by an alpine mountain
region adjacent to Italy and Austria, mixed mountains and valleys in the rest
of the country with numerous rivers to the east. It has 46.6 km of Adriatic
coastline and shares borders with Croatia (670 km), Austria (318 km), Italy
(232 km not counting the sea border) and Hungary (102 km).

Regions in Slovenia correspond to statistical units except at the local level.
At the sub-national level, the administrative division currently comprises
211 municipalities, eleven of which have the status of urban municipalities.
Municipalities have competences in a number of key areas and their number
has been gradually increasing since 1991 (Box 1.1). As will be seen below, this
tendency towards municipal fragmentation represents a key governance
challenge, with implications for both public service delivery and regional
development policy. Although there are also 58 administrative units, the
municipalities are the only local authorities in Slovenia; the 58 administrative
units are part of the central administration. For statistical reasons, Slovenia is
also subdivided into 12 statistical regions (NUTS3/TL3), with no administrative
functions. These are grouped into two NUTS2/TL2 macro regions, mainly

Figure 1.7. Natura 2000 areas in Slovenia

Source: Environmental Agency of Slovenia, www.natura2000.gov.si/index.php?id=150&L=1.
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1. A REGIONAL APPROACH FOR DEVELOPMENT
Box 1.1. Municipalities in Slovenia

At independence in 1991, Slovenia inherited a local tier of governance that
consisted of 62 communes established in 1955. However, these were
essentially deconcentrated arms of the central government rather than local
authorities; an estimated 80% of their activities were undertaken as agents of
the government, with many local tasks left to so-called local communities
(Repar, 2006). The 1991 constitution, however, provided for the creation of new
municipalities organised as organs of local self-government, similar to those
found elsewhere in Europe and the world. This constitutional provision was
applied in practice through a local government reform that resulted in the
creation of 147 municipalities in 1995, as well as the reorganisation of the old
communes into 58 administrative units that perform state tasks with a
territorial dimension. This was a rather large number of municipalities for a
geographically small country with a population of only about 2 million. Yet the
number of municipalities has continued to grow. A further 45 were created
in 1998, one in 2002, 17 in 2006 and one more in 2011. The country thus has
211 municipalities at present.1 Changes to criteria for creating municipalities
slowed but did not stop the process of local fragmentation, though they do
have a real impact (Repar, 2006). By 2007, over 100 municipalities had fewer
than 5 000 inhabitants; 25 had fewer than 2000. The consequences of this
fragmentation are exacerbated by the fact that a regional tier of administration
– also envisaged by the constitution – has never been created.

Municipalities perform a wide range of functions, the most important of
which include provision of preschool education and primary healthcare,
management/provision of essential utilities (water supply, waste disposal, etc.),
library facilities and public transportation, and public space maintenance and
use, including spatial planning.2  Those with city or urban status have additional
responsibilities, including public health and hospital administration, cultural
activities and the administration of the network of primary, secondary,
vocational and higher educational institutions. These are all core “mandatory”
functions of municipalities as defined by law. In fact, the involvement of
municipalities in provision of key services, though very wide-ranging, is
sometimes limited in scope: in many instances they share responsibility (and
financing) with the state. In education, for example, exclusive control over
preschool education only and shared competence for primary education. In
addition to the functions enumerated here, moreover, the state may transfer to
a municipality or municipalities (with its/their consent) some tasks that fall
within the state’s competence, provided the funding associated with such
activities is also transferred. This has resulted in a steady increase in the
functions of municipalities; Žohar (2008) reports average 70:30 ratio of
mandatory to non-mandatory (delegated) municipal duties and functions.

1. Municipalities are established and their boundaries set by parliamentary statute, following
a preliminary referendum in the area concerned.

2. For a detailed listing, see Appendix 1 of Repar (2006).
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1. A REGIONAL APPROACH FOR DEVELOPMENT
created for the purposes of implementing EU regional policy. This territorial
review focuses on the 12 TL3 statistical regions for which data are available.

A significant share of Slovenia’s land is neither cultivated nor developed.
Just 8.8% of land is arable, while over half of the country (11 861 km2) is
covered by forest, making Slovenia the third most forested country in Europe,
after Finland and Sweden. Natura 2000 protection extends to almost
7 203 km2 or 35.5% of the Slovenian territory, the largest share in the EU. In
addition, areas that fulfil the conditions for Special Protection Areas (SPAs)
designated in May 2008 occupy a further 1.7% of the country.

Very little of Slovenia is densely settled. With just 2 million inhabitants
in 2008, Slovenia is the third smallest OECD country by population, ahead of
only Luxemburg (480 000) and Iceland (1 million). Population density, at
100 inhabitants per square kilometre, is close to the OECD average (Figure 1.8).
However, the variation in density across TL3 regions is the lowest in the OECD
(Figure 1.9). Even Slovenia’s most densely populated region, Osrednjeslovenska,
with 199 inhabitants per square kilometre, is not very densely populated by
OECD standards: seven OECD countries have higher average density than
Slovenia’s capital region, and only in Iceland does the most densely populated
region have a lower value. According to the OECD taxonomy (see Annex 1.A1),
none of Slovenia’s TL3 regions is predominantly urban; four are classified as
intermediate, with 43% of the national population, and eight are predominantly
rural. Only Ireland and Finland have a higher proportion of national population
residing in rural regions (Figure 1.10).

Figure 1.8. Inhabitants per square kilometre in OECD countries, 2007

Source: Calculations based on OECD Regional Database (2011).
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Despite Slovenia’s small size and relatively large capital region, the urban
structure is not entirely monocentric. Polycentric initiatives already existed
before independence. During the 1990s, reforms which increased the number of
municipalities (Box 1.1) also modified the urban hierarchy. The 2004 Spatial
Development Strategy defined 15 centres of national importance, with overlapping
gravitation zones. Among the 15 are three urban centres of international
importance – Ljubljana, Maribor and the Koper-Izola-Piran conurbation – as well
as twelve developing regions important for regional programming. In addition,
there are also 16 regional and 20 inter-municipal urban centres. While it might be
an exaggeration to describe Slovenia’s urban structure as polycentric, neither
would it be correct to describe it as strongly monocentric.

Concentration of population and economic activity are not particularly
high by OECD standards. Ljubljana is the largest city in the country, with
270 000 inhabitants in 2009, and its TL3 region, Osrednjeslovenska, is home
to 522 000, approximately one fourth of the population. Osrednjeslovenska
produces 36% of national output, suggesting that the region is benefiting from
economies of agglomeration (Box 1.2) and consequently can also attract a

Figure 1.9. Range of variation in population density among OECD TL3 regions, 200

Source: Calculations based on OECD Regional Database (2011).
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1. A REGIONAL APPROACH FOR DEVELOPMENT
significant share of the national workforce. Nonetheless, the population share
of the capital region is not disproportionately large by OECD standards
(Annex 1.A2), and in fact closely resembles Zipf’s law where population size of
regions is inversely proportional to their rank in the frequency table
(Figure 1.13). Overall, Slovenia displayed the second lowest spatial
concentration of population and GDP (Figure 1.12) among OECD countries
in 2007. As in most OECD countries, concentration in GDP is higher than
concentration in population, reflecting agglomeration effects.

Concentration in Slovenia has been gradually increasing over the past
decade. The concentration index – which ranges from 0 to 100 – increased
from 24.7 in 1995 to 27.6 in 2007. This three-point rise is the fourth largest
increase among OECD countries (Figure 1.14). Only Greece, Hungary and
Sweden experienced larger increases in concentration of GDP among their TL3
regions. This increase is in line with the trend of similar Eastern European
countries where growth poles tend to be concentrated in specific locations,
and the increase in Slovenia is in fact smaller than in Hungary, the Slovak
Republic or the Czech Republic. The fact that the increase is smaller in Poland
can be partly driven by an earlier transition period.

Figure 1.10. Distribution of the national population into predominantly 
urban, intermediate and predominantly rural regions, 2007

Source: Calculations based on OECD Regional Database (2011).
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1. A REGIONAL APPROACH FOR DEVELOPMENT
Slovenia’s increasing economic concentration has been mainly driven by the
capital region’s economic expansion. Its share of national GDP rose from 33.7% to
36.1% over 1995-2007. In contrast, population shares over the same period
changed little, suggesting that the labour force is not very mobile and implying
strong connections with local economies. As noted above, concentration of both
population and GDP in Slovenia is relatively low, despite the change observed in
recent years. Thus, while there has been some concern expressed in Slovenia
about the increasing concentration of activity in the capital region, international
comparisons suggest that that Slovenia has yet to reach the point of diminishing
returns when it comes to scale and agglomeration economies: further geographic
concentration of economic activity could lead to better aggregate performance
and should not be viewed as a threat, although policies to address the costs and
potential negative externalities of agglomeration will need to be in place. That
said, low levels of labour mobility may limit this trend: while barriers to mobility
should be reduced where possible, if low mobility reflects strong connections to
local economies, then place-based policies may have a role to play in stimulating
development.

Figure 1.11. Concept of polycentric urban network – 15 regional centres 
with potential functional urban regions (2004)

Note: This map is for illustrative purposes and is without prejudice to the status of or sovereignty over
any territory covered by this map.

Source: Spatial Development Strategy of Slovenia (2004). Ministry of the Environment and Spatial
Planning.
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1. A REGIONAL APPROACH FOR DEVELOPMENT
Box 1.2. Agglomeration economies

Economic activity is not naturally dispersed; rather it tends to concentrate
in some geographic spaces as opposed to others, mainly due to the benefits
associated with economies of agglomeration. People want to live where firms
– and therefore job opportunities – are concentrated, and firms want to locate
where demand – and therefore population – is large.

Agglomeration economies occur when firms enjoy increasing returns to
scale (IRS) in a particular place. This could either be because of the presence
of natural advantages (i.e. natural resources, location, etc.), monopolistic
protection, political reasons, (e.g. the decision to create a capital city) or some
other reason. The presence of IRS also induces other firms to locate there, as
people come in search of higher wages, job opportunities and cultural values.
There are three main mechanisms that work to produce agglomeration
economies (Duranton and Puga, 2004):

1. Mechanisms that deal with sharing of:

● Indivisible facilities such as local public goods or facilities that serve several
individuals or firms. Some examples, other than public goods, are facilities
such as laboratories, universities and other large goods that do not belong to
a particular agent but where some exclusion is implicit in providing them.

● The gains from the wider variety of input suppliers that can be sustained
by a larger final goods industry. In other words, the presence of increasing
returns to scale along with forward and backward linkages allow firms to
purchase intermediate inputs at lower costs.

● The gains from the narrower specialisation that can be sustained with
higher production levels. Several firms specialise in producing
complementary products, reducing overall production costs.

● Risks. This refers to Marshall’s idea that an industry gains from having a
constant market for skills; in Krugman’s words, a pooled labour market. If
there are market shocks, firms can adjust to changes in demand if they
have access to a deep and broad labour market that allows them to expand
or contract their demand for labour.

2. Matching mechanisms by which:

● Agglomeration improves the expected quality of matches between firms
and workers, so both are better able to find a good match for their needs.

● An increase in the number of agents trying to match in the labour market
also improves the probability of matching.

● Delays are alleviated. There is a possibility that contractual problems
arising from renegotiation among buyers and suppliers result in one of the
parties losing out by being held up by the other party in a renegotiation.
This discourages investment. However, if the agglomeration is extensive
enough, agents can find an alternative partner.
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Box 1.2. Agglomeration economies (cont.)

3. Learning mechanisms based on the generation, diffusion 
and accumulation of knowledge. This refers not only to the learning 
of technologies, but also the acquisition of skills.

OECD metropolitan regions enjoying agglomeration effects tend to display
higher levels of productivity, higher rates of employment and higher level of
GDP per capita vis-à-vis the national average and other regions. These
benefits however are not everlasting due to congestion costs, diseconomies of
scale and oversupply of labour among other potential negative elements.

Source: Durnaton and Puga (2004).

Figure 1.12. Geographic concentration index of population and GDP (TL3), 2007

1. Australia, Canada, Mexico, the United States and Switzerland are at TL2 given GDP data are not available at T

Source: Calculations based on OECD Regional Database (2011).

67
54

52
50
49

48
47

46
45
44
43
43

41
41

37
36
36

35
35

32
30

29
29
28

25
24

23
22

20
20

12

5
5
5

51
50
50

49
49
48
47
47
47
46
46

45
44

42
42
41
41

40
36
36

34
34

29
29

28
27

22

Index of geographic concentration
of Population (TL3)

Index of geographic concentratio
of GDP (TL3

Portugal
United Kingdom

Sweden
Korea
Japan

Finland
Spain

Norway
New Zealand

Austria
Canada1

Greece
United States1

Australia1

Mexico1

Turkey
OECD average

France
Hungary

Poland
Ireland

Italy
Germany
Belgium

Denmark
Netherlands

Czech Republic
Slovak Republic

Slovenia
Switzerland1

Iceland
Korea

Sweden
Portugal

United Kingdom
Canada1

Australia1

Japan
Spain

United States1

Finland
Norway

New Zealand
Mexico1

OECD average
Greece
Austria
Turkey
France

Italy
Germany

Ireland
Denmark

Poland
Netherlands
Switzerland1

Belgium
Hungary

Czech Republic
Slovenia

Slovak Republic

Population GDP

0 20 40 60 80 0 10 20 30 40 50 6
OECD TERRITORIAL REVIEWS: SLOVENIA 2011 © OECD 201142



1. A REGIONAL APPROACH FOR DEVELOPMENT
Inequality in Slovenia although low has been increasing during 
the past years

Inter-regional inequality in Slovenia is below the OECD average. The
unweighted Gini index – measuring inequality in GDP per capita among
regions – is below the OECD average (Figure 1.16). A second measure of
inequality, weighting regions by their population shares, confirms this result:
inter-regional inequality in Slovenia is below average but not amongst the

Figure 1.13. Zipfs law in population D TL3 regions, 2007

Source: Calculations based on OECD Regional Database (2010).

Figure 1.14. Change in the concentration index of GDP in OECD countries 
(TL3), 1995-2007

1. Australia, Canada, Mexico, the United States and Switzerland are at TL2 given GDP data are not
available at TL3.

Source: Calculations based on OECD Regional Database (2010).
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Figure 1.15. Share of national GDP and population by four regions (TL3), 1995 and 20

Source: Calculations based on OECD Regional Database (2010).
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Figure 1.16. Territorial disparities in GDP per capita within countries (TL3), 2007

1. Australia, Canada, Mexico, the United States and Switzerland are at TL2 given GDP data are not
available at TL3.

Source: Calculations based on OECD Regional Database (2010).
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1. A REGIONAL APPROACH FOR DEVELOPMENT
lowest in the OECD area. In fact, the weighted coefficient of variation reveals
there are 12 other OECD countries with even lower territorial inequality.

Inter-regional inequality in Slovenia has been gradually increasing,
especially since 1998. This increase was the eighth-largest among OECD
countries (Figure 1.16). Nonetheless, such an increase is consistent with that
observed in such regional peers as Hungary, the Czech Republic, and the Slovak
Republic due to the convergence process. Territorial inequalities are particularly
marked in converging countries with lower per capita incomes and they may
grow particularly during periods of intense structural change. In such
situations, positive externalities (see Box 1.2) occur in specific regions and
operate as drivers of the national economy. These benefits translate into
positive national growth rates – especially as in the case of Osrednjeslovenska –
when the region represents a large share of the national economy. In this case,
national growth rates are positively associated with increases in disparities.

The rise in inequality is driven by the leading region outperforming the
rest and by two lagging regions falling further behind. The first of these factors
may be desirable, if it acts as a motor for growth elsewhere, while the second
clearly is not. Slovenia’s leading region Osrednjeslovenska, increased its GDP
per capita from 38% above the national value in 1995 to 42% in 2007. In
contrast, lagging regions Pomurska and Zasavska fell from a per capita GDP
value 85% and 93% of the national average in 1995 to 65% and 75%,
respectively, in 2007. Nevertheless, these developments must be interpreted
against the backdrop of strong growth overall during the period in question: as

Figure 1.17. Gini index of inequality of GDP per capita across TL3 regions, 
1995-2007

Source: Calculations based on OECD Regional Database (2010).
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will be seen below, even the worst-performing Slovene regions recorded
growth rates in real GDP per capita at or above the OECD average.

Sustaining high growth rates in Slovenia will require realising the potential
of regions other than just the capital region. As countries develop higher
per capita income, territorial disparities may decline. The benefits of
agglomeration are neither linear nor infinite, and the major urban hubs may

Figure 1.18. Change in inequality in GDP per capita, 
Gini Index over 1995-2007, TL3

Note: Time coverage is 1995-2007 except for Japan (1995-2006), Germany (2000-07), New Zealand (2000-03),
Poland (2000-07), Spain (1999-2007), Turkey (2001) and the United Kingdom (2002-07).
1. Australia, Canada, Mexico, the United States and Switzerland are at TL2 given GDP data are not

available at TL3.

Source: Calculations based on OECD Regional Database (2010).
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Figure 1.19. Regional performance in GDP per capita over time, 1995-2007

Source: Calculations based on OECD Regional Database (2010).
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1. A REGIONAL APPROACH FOR DEVELOPMENT
eventually suffer from congestion costs and oversupply of labour in the
medium and longer term. As a result, other regions in the territory start to
converge. Figure 1.20 shows that countries with low GDP per capita typically
have higher levels of territorial inequality; as countries move to higher levels of
development, they also tend to have interregional disparities below a threshold
level. Regional policies should not only promote growth in areas in which
economies of agglomeration are present, but they should also incite all regions
to reach their growth potential, especially for sustaining growth accelerations.

Given the evidence that Slovenia still has considerable potential to
benefit from agglomeration economies, inter-regional inequality will likely
increase in the coming years, raising the risk of social tension and
fragmentation if the trend persists. As long as the dynamism of the leading
region (or regions) raises aggregate growth and makes is the country as a
whole better off, such an increase need not be seen as a problem. The danger
would arise if this dynamism were driven by an unsustainable boom – that is,
if the leading region were draining resources from other regions in a way that
was ultimately inefficient or incapable of ensuring long-run growth. More
worrying is the underperformance of two lagging regions, which have been
further falling behind. This type of fragmentation represents an aggregate loss
(growth potential is not being realised) and if these regions start to depend on
external resources instead of endogenous assets, they can become a drag on

Figure 1.20. Territorial disparities in GDP per capita within countries 
and GDP per capita levels, (TL3), 2007

1. Australia, Canada, Mexico, the United States and Switzerland are at TL2 given GDP data are not
available at TL3.

0

50

100

150

200

250

GDP average (OECD = 100) Gini

Nor
way

Unit
ed

 Stat
es

1

Ire
lan

d

Swed
en

Neth
erl

an
ds

Aus
tra

lia
1

Aus
tri

a

Can
ad

a1

Den
mark

Fin
lan

d

Belg
ium

Unit
ed

 King
do

m
Ja

pa
n

Germ
an

y

Fra
nc

e
Ita

ly

New
 Ze

ala
nd
Spa

in

Gree
ce

Slov
en

ia
Kor

ea

Cze
ch

 R
ep

ub
lic

Por
tug

al

Slov
ak

 R
ep

ub
lic

Hun
ga

ry

Pola
nd

Tu
rke

y
Chil

e1

Mex
ico

1

Braz
il1
OECD TERRITORIAL REVIEWS: SLOVENIA 2011 © OECD 2011 47



1. A REGIONAL APPROACH FOR DEVELOPMENT

7

 000
995 

ns 
aggregate growth and represent a future cost in terms of delivery of goods and
services, as well as high remedial costs – costs that will be incurred to re-
integrate lagging regions and their citizens at a later date.

All Slovenian regions have been experiencing catch-up growth

Examining the performance of Slovenian regions in GDP per capita
growth rates over 1995-2007 reveals there are four types of regions:

● the leading region outperforms both the national average and the average
performance of regions;

● the lagging regions (Pomurska and Zasavska) are falling further behind the
national value and the average performance of regions;

● the catching-up group of regions (Podravska and Jugovzhodna) had lower
initial per capita income levels in 1995 but have enjoyed higher growth rates
than the national average or the average of Slovenian regions; and

● the remaining regions, with different initial levels of GDP per capita which
have experienced growth rates close to the national average and around the
average growth rate of Slovenian regions.

When comparing Slovenian TL3 regions to OECD standards, all recorded
faster growth of GDP per capita than the OECD average over 1995-2007
(Figure 1.23). In 1995, only one Slovenian region, Osrednjeslovenska, displayed
a higher GDP per capita value than the average value for OECD TL3 regions. By
the end of the period (e.g. 2007), Obalno-kraska was also above the OECD
average. Nevertheless, despite this buoyant growth, in 2007 three Slovenian
regions (Notranjsko-kraska, Zasavska and Pomurska) still fell below 75% of the
OECD average level of GDP per capita for TL3 regions.

Figure 1.21. Level and growth of GDP per capital in TL3 Slovenian region, 1995-200

Source: Calculations based on OECD Regional Database (2010).
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Rural regions have played an important role in Slovenia’s catching-up
process since 1990. The majority (57%) of the population live in predominantly
rural regions, and all predominantly rural regions in Slovenia outperformed
the average rate of growth of OECD rural regions over 1995-2007. In fact, rural
regions accounted for almost half (46%) of aggregate growth over this period,
considerably lower than their population share but still a major driver. This

Figure 1.22. Level and growth of GDP per capita in OECD regions (TL3), 1995-2007

Source: Calculations based on OECD Regional Database (2010).
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Figure 1.23. GDP per capita gap, Slovenian regions 
with respect to OECD TL3 average, 2007

Source: Calculations based on OECD Regional Database (2010).
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growth was partly driven by restructuring and modernisation in the
agricultural sector, as well as by the diversification of activity into other
sectors. Slovenia’s ability to sustain high medium- and long-term growth rates
will depend to a great extent on the ability of its rural regions to continue this
restructuring process and reach their growth potential, especially by
becoming more innovative and exploring new sources of growth such as
renewable energy.

Labour market performance varies considerably among Slovenian 
regions

All Slovenian regions display higher rates of employment than the OECD
average and only Pomurska and Podravska recorded unemployment rates above
the average for OECD TL3 regions in 2008. As expected, regions with higher
employment rates tend to have lower unemployment rates (Figure 1.25). This
relationship, however, does not measure the efficiency of labour markets; for
this task we analyse Beveridge curves in Slovenia at national and regional
levels. These measure the relationship between unemployment and the job
vacancy rate and are thus an indicator of labour-market efficiency. The
Beveridge curve typically slopes downward – higher rates of unemployment
tend to occur with lower vacancy rates, as one would expect. Movements along
the curve are typically associated with cyclical shocks. In contrast, when the
curve shifts rightwards (away from the origin) over time, a given level of
vacancies would be associated with a higher level of unemployment, implying

Figure 1.24. Level and growth of GDP per capita in OECD and Slovenian rural region
(TL3), 1995-2007

Source: Calculations based on OECD Regional Database (2010).
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decreasing efficiency of the labour market. This might reflect, inter alia,
mismatches between available jobs and the skills of the unemployed or an
immobile labour force. Conversely leftward shifts in the curve (towards the
origin) are associated with increases in labour-market efficiency.

Data for vacancy rates, defined by job-vacancies to labour force in
Slovenia are available for 2001-08. In Figure 1.26, we observe an outward shift
at the beginning of the period followed by a movement along the curve

Figure 1.25. Unemployment and employment rates in Slovenian regions (TL3), 200

Source: Calculations based on OECD Regional Database (2010).
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Source: Calculations based on OECD Regional Database (2010).
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1. A REGIONAL APPROACH FOR DEVELOPMENT
from 2003 to 2007 reflecting cyclical factors due to Slovenia’s strong national
GDP growth during the decade 1997-2007 (4.4%). Labour markets appear to
have become more efficient in the year prior to the crisis.

At the regional level, trends in the Beveridge curve tend to vary. These are
analysed in some detail in Annex 1.A4. Broadly speaking, there are four
distinct trends:

● The first resembles the national trend and appears in approximately half of
Slovenian regions (Pomurska, Osrednjeslovenska, Obalno-kraška,
Jugovzhodna Slovenija, and Goriška), although in Obalno-kraška and
Osrednjeslovenska labour markets gained efficiency one year earlier
(e.g. 2004) than the national trend – reflected by an inward shift.

● Gorenjska, Savinjska and Notranjsko-kraška experienced a leftward shift at
the beginning of the period, reflecting efficiency gains in their respective
labour markets, followed by a cyclical adjustment process similar to the
national path during 2003-07. The adjustment process in Savinjska and
Notranjsko-kraška experienced an outward shift in the curve reflecting a
loss in efficiency, especially in Savinjska. Among these three regions, all
experienced a similar inward shift in the curve in 2008.

● Koroska and Zasavska both experienced the initial leftward shift in the
Beveridge curve but did not follow the national cyclical adjustment process
thereafter. Rather, their labour markets became less efficient, though at the
end of the period they experienced a similar improvement in the year 2008.

● Finally Spodnjeposavska’s labour market is quite unstable and jumps
inwards and outward six times during the seven-year period.

A look at the variation in Beveridge curves across the map of Slovenia
reveals that there are often very large differences in labour-market efficiency
between neighbouring regions, despite the country’s small size. This suggests
that regional labour markets are highly segmented, owing either to barriers to
mobility (such as poor physical infrastructure), sharply divergent skill profiles
in different regions or a reluctance of workers to move or commute owing to
some other attachment to local economies.

The impact of the crisis in Slovenian labour markets has been quite 
asymmetric

At the macro level, Slovenia’s economy was amongst the worst hit during
the crisis, contracting by more than twice the amount observed on average in
OECD countries. The impact of the crisis on labour markets however has not
been as severe (Figure 1.27). The unemployment rate rose from 4.4% in 2008 to
5.9% in 2009, in line with the OECD average. However, the impact of the crisis
among regions has been quite asymmetric. More than half of all job losses
(60%) occurred in only two regions – Podravska and Gorenjska, which
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1. A REGIONAL APPROACH FOR DEVELOPMENT
represent just 25% of the national labour force. The impact of the crisis in both
regions was also exceptionally severe – they are two of the three regions
experiencing the largest increase in unemployment rates (Figure 1.28, lower
panel). These combined effects require both short-terms and long-term
measures to address the absolute and relative impact of the crisis.

More densely populated regions (with the exception of Osrednjeslovenska)
seem to have been more vulnerable to the crisis than less densely populated
areas. The available data suggest that, throughout the period since the mid-
1990s, more densely populated regions have experienced higher
unemployment rates than less dense ones (Figure 1.28), partly due to
outmigration effects and the presence of labour-intensive agricultural activities,
which both serve to reduce unemployment in low density regions. The

Figure 1.27. Unemployment rates in Slovenian TL3 regions, 2007-09

Source: Calculations based on OECD Regional Database (2010).
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relatively strong growth of rural regions, described above, has also helped keep
unemployment low in less dense areas. The pre-crisis expansion generated an
equalisation effect, as more densely populated areas created opportunities and
jobs: unemployment fell most in dense areas, although labour markets
tightened everywhere. The impact of the crisis, however, appears to have been
stronger in more densely populated regions, in particular Zasavska and
Podravska, reflecting to some extent their specialisation in labour-intensive
tradable manufacturing sectors like textiles. In contrast the unemployment rate
in Notranjsko-kraška, Goriška and Jugovzhodna Slovenija, the three least dense
regions, all had below-average unemployment rates in 2009.

The performance of Slovenia’s regions has strong implications 
for aggregate growth

Contributions of regions to aggregate growth depend on both the size and
performance of regions. The capital region Osrednjeslovenska accounted for
40% of national growth during 1995-2007, but the bulk of national growth
(around 50%) was generated by the next six regions taken together, and the
remaining five regions together contributed just 10% (Figure 1.29). The large
contribution by the capital regions appears to be disproportionately high,
however in comparison to other OECD countries it is not exceptional; it is
indeed significantly lower than the contributions of Greece’s capital region
Attiki (116%), Finland’s Uusimaa (48%) or Sweden’s Stockholm (42%), and it is
roughly in line with Hungary’s Budapest (40%), the Czech Republic’s Hlavani
mesto Praha (38%), Ireland’s Dublin (38%) and Portugal’s Grande Lisboa (37%).

Figure 1.28. Unemployment rates and population density, Slovenian TL3 regions,
2007, 2008 and 2009

Source: Calculations based on OECD Regional Database (2010).
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1. A REGIONAL APPROACH FOR DEVELOPMENT
This type of distribution carries important implications for Slovenia. First,
the fact that the bulk of national growth comes from non-capital regions
suggests the importance of ensuring that these regions reach their growth
potential .  Pol ic ies  that  can synchronise and exploit  potential
complementarities among these types of regions can be very valuable for
Slovenia’s aggregate growth. Secondly, the capital region can further exploit
economies of scale and agglomeration, given that diseconomies of
scale/congestion are not yet visible. Finally, it is important to ensure that the
five regions with the lowest contributions to aggregate growth enter into a
sustainable growth path by exploiting their own endogenous sources of growth.

1.3. Drivers of growth in Slovenian regions and areas for potential 
growth

This section first reviews the main drivers of growth at the regional level
among OECD regions. It then turns to an analysis of individual growth
elements in Slovenian regions, focusing on human capital, innovation,
industry specialisation, economies of agglomeration and finally
infrastructure, connectivity and accessibility.

Regional performance can be influenced by a myriad of interconnected
factors such as amenities, geographic location, size, demographics, industry
specialisation and agglomeration effects just to name a few. OECD analysis
finds the endogenous factors in regions (Box 1.3) to be critical drivers of
productivity and regional growth over the medium and long term. In other
words, the performance of regions will largely depend on how well each region
manages to exploit and mobilise its own endogenous assets and resources. 

Figure 1.29. Contributions to national growth by Slovenian TL3 regions, 
1995-2007

Source: Calculations based on OECD Regional Database (2010).

45

y = 0.4531x-1.331

Contributions to national growth (%) 

Osrednjeslovenska

Podravska

Savinjska Gorenjska
Jugovzhodna Slov.

Obalno-kraška
Goriška

TL2 regions Australia

0

5

10

15

20

25

30

35

40
OECD TERRITORIAL REVIEWS: SLOVENIA 2011 © OECD 2011 55



1. A REGIONAL APPROACH FOR DEVELOPMENT
Labour productivity growth measured at the regional level through GDP
per employee appears as the key driver of performance among the fastest
growing OECD regions and the absence of productivity growth is one of the
characteristics of the slowest growing OECD regions (OECD, 2008). In Slovenia,
the decomposition of GDP growth over 1997-2007 (see Annex 1.A3) reveals that
three regions increased their relative shares of GDP. Amongst the three,

Box 1.3. Endogenous drivers of regional growth

Recent OECD analyses quantifying the endogenous effects of growth at the
regional level through econometric techniques identify a number of factors to be
critical drivers of growth at the regional level; these include infrastructure,
human capital, innovation, economies of agglomeration and accessibility to
markets. More importantly, the analysis suggests that these endogenous factors
complement each other highlighting the benefits of an integrated approach.

● Improvements in infrastructure at the regional level do not automatically
lead to higher growth. These investments need to be combined with
improvements in education and innovation. One possible explanation for
this is that investment in public infrastructure does not stimulate growth in
the absence of workers with higher levels of education and innovation
activity. This suggests that it could be productive to co-ordinate policies for
building human capital, enhancing innovation and providing infrastructure.
The effects of infrastructure appear to last around three to five years.

● Human capital investment appears to be the most robust element supporting
growth in all types of regions, both the presence of high-skilled workers in the
regional workforce and the absence of low-skilled workers. The effects of
human capital also appear to last around a five year time span.

● The third critical element is innovation, insofar as one can measure
innovation by focusing mainly on the science and technology component
of innovative activity, for which data are available. Innovation appears to
produce positive effects over a longer time span, approximately ten years.

● Economies of agglomeration have a positive impact on growth, although
they will not ensure growth by themselves and they are neither necessary
nor sufficient for sustained growth. Indeed, only 45% of metro regions grow
faster than the national average, and there is a trend of divergence among
urban regions which implies that agglomerations, as complex systems, are
working more efficiently in some cases and less efficiently in others.

● Finally, good accessibility to markets has a positive effect on regional
growth, although the effects are not very robust among the different model
specifications.

What is clear in these studies is the importance of endogenous elements
driving growth at regional level and the potential benefits associated with
complementarities and an integrated approach.

Source: OECD (2008 and 2008b).
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productivity growth was the key driver in Osrednjeslovenska, and gains in
labour utilisation in Jugovzhodna Slovenija and Podravska. It is interesting to
note that amongst the five regions with the largest declines in GDP shares,
productivity performance appears to have been the main factor responsible.

Gains in productivity depend on the endogenous factors identified in
Box 1.3 in addition to the industrial structures of regions. Specialising in some
industries and products will bring higher growth than specialising in others
(Hausmann et al., 2005), particularly when entrepreneurs are stimulated to
engage in what the authors call cost discovery.

Over 1996-2008, movements in specialisation patterns within Slovenian
regions show the better-performing regions either reducing their
specialisation in agricultural activities or specialising gradually in financial
intermediation and in the real estate and business services sector.

● Three of the four fastest-growing regions (ranked from top to low in
Figure 1.31) initially specialised in agriculture, hunting and fishing but
became less specialised over the period. In contrast, all of the regions
ranked in the bottom half of the distribution by growth performance
became more specialised in agriculture over time.

Figure 1.30. Performance of Slovenian regions, productivity and participation 
rate growth (TL3), 1997-2007

Source: Calculations based on OECD Regional Database (2010).
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● The fastest growing region increased its specialisation in mining, quarrying
and manufacturing, but the six poorest performing regions were specialised
in this sector as well. These mixed results are likely driven by the inability
to disentangle the effects of mining as opposed to manufacturing, as well as
the very great heterogeneity of manufacturing sectors.

Figure 1.31. Specialisation index in four sectors (TL3), 1996-2008

Note: Regions are ranked from top to low according to their GDP per capita rate of growth.

Source: Calculations based on OECD Regional Database (2010).
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● Three of the four regions most specialised in financial intermediation are
also among the three fastest growing regions in Slovenia. Nevertheless, not
all fast growing regions are specialised in this sector or becoming more
specialised over time. In fact, the fastest growing Slovenian region,
Jugovzhodna, experienced the largest decline in specialisation in this sector.

● The real estate and business services sector appears to be associated with
strong regional performance. The two regions specialised in this sector are
amongst two of the top three performers and the fastest growing region is
becoming more specialised in this sector.

Human capital is a critical driver of growth at national and at regional level.
Overall, Slovenia scores relatively well on human capital indicators, with above
average PISA scores in mathematics and science but below-average scores in
reading. At the regional level, developing an adequate stock of human capital is
perhaps the most critical factor affecting the growth performance of OECD
regions. It has both a direct effect on regional growth and an indirect effect
when interacting with innovation and infrastructure (OECD, 2008).

All of Slovenia’s regions increased the stock of high-skilled workers, with
higher levels being associated with higher growth rates. The share of highly
skilled workers among Slovenian regions varies considerably, ranging from

Figure 1.32. Per cent of labour force with tertiary educational attainments 
(TL3), 1997-2008

Note: Since educational attainment data are not available among TL3 regions, the benchmark is
carried at TL2 level.

Source: Calculations based on OECD Regional Database (2010).
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1. A REGIONAL APPROACH FOR DEVELOPMENT
16% in Pomurska to 40% in the capital region in 2008.1 Over the past years, the
percentage of the labour force with tertiary attainment rates increased
significantly in Slovenia from 18% in 1997 to 30% in 2008, and in several
regions the increase was even larger, more than twofold in Notranjsko-kraška,
Spodnjeposavska and Zasavska. Not surprisingly, Slovenian regions with a
higher stock of highly skilled workers tend to have higher growth rates
(Figure 1.33). Despite these improvements, five regions remain below the
average value of OECD TL2 regions in tertiary attainments. Pomurska, one of
the two lagging Slovenian regions, records the lowest attainment rate.
Improving the skill level of its labour force will be critical to improving its
performance in comparison with the other lagging region – Zasavska, which is
somewhat better off in this respect.

The quality and level of innovation is critical for boosting medium- and
long-run performance. Innovation by nature is spatially dependent, given the
myriad interactions needed to generate, transfer and assimilate technological,
managerial, organisational and institutional innovations. Given its current
lower manufacturing productivity levels relative to the advanced
EU countries, there is still great potential to absorb technological and
organisational knowledge EU cross-border countries and regions. Over the
long run however, in addition to absorption Slovenia’s capacity to generate
and apply new knowledge will be critical for sustaining high growth rates.

At the national level, the country spends a larger percentage of GDP on
R&D (1.9% in 2009) than other countries with similar or even higher levels of

Figure 1.33. Tertiary educational attainment and GDP per capita growth 
(TL3), 1997-2008

Source: Calculations based on OECD Regional Database (2010).
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GDP per capita (Czech Republic, Greece, Italy, Luxembourg, New Zealand,
Norway, Portugal and Spain), and significantly higher than Central and
Eastern European countries (OECD, 2011). Business R&D expenditure, while
below the OECD average as a share of GDP, still represents almost three-fourth
of total R&D spending, a level typical of countries with more advanced
innovation systems. The capital region’s private expenditure on R&D amounts
to 40% of overall business R&D spending, yet the five regions contributing to
the bulk of aggregate growth also contributed to the bulk (54%) of overall
business R&D expenditure. When comparing the relative shares of business
and government R&D expenditures, the capital region has the lowest share
(57%) of business R&D in total R&D expenditures, a fact which may simply
reflect the concentration of public R&D expenditure in and around Ljubljana.

Generating critical mass will help Slovenian regions reap the benefits of
agglomeration effects. To be sure, the benefits of agglomeration in OECD
regions are neither linear nor infinite (OECD, 2008b). In Slovenia, however,
relatively low density overall and the strong performance of the capital region
suggest that agglomeration effects are bringing benefits to densely population
areas and that the gains from agglomeration are not yet exhausted.

Slovenia’s location between Central Europe, the Mediterranean, and
South-East Europe is an asset to the country and to its regions. Current

Figure 1.34. Private and public R&D expenditures (TL3), 1998-2007
In % of GDP

Source: Calculations based on OECD Regional Database (2010).
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policies aimed at supporting the active role of Slovenia in European links and
networks by integrating into European-wide infrastructure corridors,
especially corridors V and X in Figure 1.36, should ensure complementarities

Figure 1.35. Enterprise births and population density, 2007

Source: Calculations based on OECD Regional Database (2010).

Figure 1.36. International links in Slovenia

Note: This map is for illustrative purposes and is without prejudice to the status of or sovereignty over
any territory covered by this map.

Source: Spatial Development Strategy of Slovenia (2004), Ministry of the Environment and Spatial.
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are met with key endogenous assets in regions to avoid potential unintended
consequences such as leaking by linking effects (OECD, 2008b). In this regard
cross-border co-operation can help foment critical mass in labour markets
especially in fragmented labour markets in mountain and border areas with
economic and demographic problems with links and common labour markets
across the border area by taking into consideration improved cross-border
mobility, accessibility, institutional links and networks.

In addition to increasing external connectivity, improving internal
connectivity among Slovenia’s main conurbations (Ljubljana, Maribor and
Koper-Izola-Piran) and between these and other regional centres could help
increase internal labour mobility, which is currently low. Improving
connectivity within  cities might also help to enhance and sustain
agglomeration effects over the medium and long term. In particular, when
connectivity reduces congestion costs, it can help cities sustain high growth
rates. Special consideration need to account for environmental concerns.

1.4. Key policy and governance challenges

The analysis of regional trends and performance points to a series of
regional policy challenges summarised in this section, which will be
addressed more in detail in Chapter 2. In addition, this section highlights
some institutional and fiscal issues as well as provides an overview of key
multi-level governance challenges that will be further explored in Chapter 3.

Regional policy confronts four inter-related challenges

Avoiding remedial costs and strengthening aggregate growth. While the
contribution to aggregate growth of the capital region is high, the bulk of
national growth comes from non-capital regions. This suggests that it is
important that these regions reach their growth potential. Policies to exploit
potential complementarities among them can be valuable for Slovenia’s
aggregate growth. The underperformance of the two lagging regions can also
bring high costs in the future. This would represent an aggregate loss (growth
potential not being realised), and if these regions depend on external
resources instead of endogenous assets, they can become a drag on aggregate
growth and represent a future cost in terms of delivery of goods and services,
as well as high remedial costs – costs that will be incurred to re-integrate
lagging regions and their citizens at a later date.

Low levels of concentration vs. strong policy for balanced regional development.

There is a contrast between the low concentration of population and
economic activity and the long-standing focus on ensuring balanced regional
development in Slovene regional policy. While Slovenia’s relatively low
population density and low level of urbanisation also suggest unexhausted
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potential for economies of agglomeration, policy attention has often been
driven towards providing tax reliefs and various forms of subsidies to support
lagging regions and to sustain historic settlement patterns. Recent measures
have brought Slovenia’s regional policy closer to the OECD’s new regional
paradigm, moving away from compensatory transfers towards investment in
endogenous growth potential. To be fully effective the implementation of such
measures will need to focus on exploiting regional competitive advantages
and building stronger partnerships with regional and local actors (see
Section 2.1 in Chapter 2).

Structural change vs. complex spatial planning system. Slovenia’s ongoing
structural change reinforces the need for factor mobility and efficient use of
space for economic growth. Improving labour mobility through better
connectivity and accessibility to urban centres (including those in non-capital
regions) will help to strengthen agglomeration effects and achieve more
critical mass. A key challenge in accelerating the adjustment of regional
economies is to facilitate optimal allocation of production to maximise the
potential of usable land for sustainable economic development. Yet it remains
more difficult to acquire and develop land in Slovenia compared to most
European countries due to complex administrative procedures and a rigid
spatial planning system. Such rigidities impede the reallocation of land,
labour and capital to its highest-value uses. Spatial plans remain very
technical documents and mostly disconnected from regional development
programmes and rural development plans, and a broader vision of policy
complementarities is yet to be achieved (see Section 2.2 in Chapter 2).

Low labour productivity vs. the risks of scattering resources for human capital
and innovation across regions. As shown in Annex 1.A3, labour productivity
growth appears to be the key driver of regional growth in the three regions that
increased their share in GDP between 1997 and 2007. Productivity gains are
linked in particular with improvements in educational attainments and
innovation performance. Regional policy offers targeted programmes and
funds to achieve such improvements, but excessive competition among
municipalities and regions is likely to dilute the overall impact of investment.
Transparent and rigorous criteria for selecting projects with enough critical
mass will help to avoid the dispersion of resources across individual interests
and to address more effectively the specific needs of firms, such as medium-
tech, organisational and social innovation (see Section 2.3 in Chapter 2).

Slovenia’s institutional and fiscal features reveal a high degree 
of municipal fragmentation

As mentioned in Section 1.2 (Box 1.1), Slovenia’s municipal structure is
highly fragmented and the number of municipalities has grown over time, in
striking contrast to the pattern observed in many other OECD countries.
OECD TERRITORIAL REVIEWS: SLOVENIA 2011 © OECD 201164



1. A REGIONAL APPROACH FOR DEVELOPMENT
Figure 1.37. Population density of Slovenian municipalities, 1995 and 2008

Note: This map is for illustrative purposes and is without prejudice to the status of or sovereignty over
any territory covered by this map.

Source: SORS, Interactive Statistical Atlas of Slovenia.
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1. A REGIONAL APPROACH FOR DEVELOPMENT
Municipalities in Slovenia can be quite small, both in population and in
superficies. They range in size from 278 314 inhabitants in Ljubljana in 2009 to
320 individuals in Hodoš, with an average municipal size of 9 630 people,
comparable to OECD countries such as Italy and Greece (Rejec, 2010; CEMR-
Dexia, 2009). This trend toward fragmentation is particularly pronounced in
the less developed parts of the country in the east and south2 (Figure 1.37).

Although the constitution envisages a regional tier of public administration
between the municipalities and the central government,3 no such tier has ever
been created, owing largely to disagreement over how many regions there
should be, where their borders should run, etc. Many question the need for a
regional tier of government in such a small country, and there is no clear
vision of why regional governments should exist or what they should do.
Chapter 3 will further explore the regionalisation issue. The absence of such a
tier makes the issue of municipal fragmentation all the more salient.

To be sure, there can be a case for retaining municipalities with very small
populations if they are geographically large – it can be argued that municipal
centres should not be too far removed from their constituents, as this can
reduce access to services for some. However, no such argument applies in
Slovenia: its municipalities tend to be geographically small, ranging from seven
square kilometres to over 500. At end-2009, around two-thirds were smaller
than 100 km2 and about one fifth were between 100 and 200 km2; only seven
municipalities were larger than 300 km2 (Rejec, 2010). Chapter 3 will explain in
more detail the reasons for increasing municipal fragmentation over the past
decades, which are partly connected with fiscal incentives to split.

Figure 1.38. Average size of municipalities in selected OECD countries 
(thousands of inhabitants)

Source: DEXIA 2008, Background Report from Slovenia (2010).
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1. A REGIONAL APPROACH FOR DEVELOPMENT
Rising municipal fragmentation raises co-ordination and governance
challenges for regional development policy and public service delivery. Many
municipalities are now too small to provide some public services efficiently or
to implement potentially growth-enhancing investments. Expenditures at
sub-national level constituted 8.8% of GDP in 2006, with the largest portion of
spending going to education. Although sub-national capital spending has
risen since 2004, in particular with the inflow of EU funding, the share of
investment spending by municipalities in total government investment
spending remains below the OECD average (Figure 1.39). In general, tax
autonomy for Slovenian municipalities is quite limited – they have little scope
to determine the tax base, tax rate, or exemptions. As Chapter 3 will argue, the
issues of municipal finance and municipal fragmentation are interlinked.

Municipal fragmentation complicates the MLG challenges of regional 
policy

Important challenges lie in the implementation of regional policy – more
than its design – and in particular with key aspects of multi-level governance.
Slovenia needs in particular to address a policy gap at the regional level, linked
to the lack of regional hubs, a growing administrative gap at local level linked
to municipal fragmentation, and an information gap for policy-making. Many
of these challenges are common to virtually all OECD countries (Table 1.4), but
specific features – such as municipal fragmentation – make some gaps more

Figure 1.39. SNG capital expenditures as a percentage of total capital 
expenditures lower than OECD average

Source: OECD (2009), National Accounts.
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prominent than others in individual countries. Chapter 3 will explore these
challenges in greater detail:

● A policy gap at the regional level. In the absence of an elected regional tier of
government or even a de-concentrated regional level of public administration,
co-ordination at the “regional” level – defined as NUTS3 statistical regions –
has hitherto been provided by Regional Development Agencies, which have
no enforcement capacity, and Councils of Regions (also sometimes called
“Councils of Mayors”), which bring together all mayors in a given region,
work on a consensual basis and tend to focus on short-term priorities
linked to service delivery rather than long-term economic development
challenges. This may change to some extent as a result of the new Law on
Balanced Regional Development, but, as will be seen, numerous questions
remain about what the impact of the law will be.

● Administrative and capacity gaps at the sub-national level. Municipal
fragmentation contributes to increase the gap between the administrative

Table 1.4. Mutual dependence across levels of government: 
Multi-level governance challenges/gaps in OECD countries

Types of 
challenges/gaps

Co-ordination 
challenges/gaps

Funding Unstable or insufficient revenues undermining effective implementation of responsibilities at sub-nati
level or for shared competencies

=> Need for shared financing mechanisms

Administrative Administrative scale for investment is not in line with functional relevance as in the case of municipal 
fragmentation

=> Need for instruments for reaching “effective size” (co-ordination tools among sub-national uni
mergers)

Policy Line ministries take purely vertical approaches to cross-sectoral policies, to be territorially implement

=> Need for mechanisms to create multidimensional/systemic approaches, and to exercise politic
leadership and commitment

Information Asymmetries of information (quantity, quality, type) between different stakeholders, either voluntary o

=> Need for instruments for revealing and sharing information

Capacity Lack of human, knowledge or infrastructural resources available to carry out tasks

=> Need for instruments to build local capacity

Objective Differing rationales among national and sub-national policy makers create obstacles for adopting conver
targets; can lead to policy coherence problems and contradictory objectives across investment strategie

=> Need for instruments to align objectives

Accountability Difficulties in ensuring the transparency of practices across different constituencies and levels of 
government; also possible integrity challenges for policy makers involved in the management of invest

=> Need for institutional quality instruments

=> Need for instruments to strengthen the integrity framework at the local level (focus on public 
procurement)

=> Need for instruments to enhance citizen’s involvement

Source: OECD (2009), “Mind the Gaps: Policy Brief”; Charbit (2011), “Governance of Public Policies in Decentra
Contexts: The Multi-Level Approach”.
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scale for investment and functional relevance: most municipalities are too
small to implement potentially growth-enhancing investments. Linked to
this challenge, there are noteworthy capacity gaps, particularly among
small municipalities that affect not only public service delivery but regional
development as well. Most municipalities (especially those with fewer than
2 000 inhabitants) do not have the capacities to conduct strategic planning
or absorb EU funds in the given timeframe.

● An information gap. This pertains not only to the central level, where the
evidence base for policy-making appears to be rather thin; it is even more
apparent at sub-national level, where the lack of a regional tier of authority and
the fragmentation of municipalities mean that there is little scope for
assessing regional problems or regional strengths and weaknesses. This is one
reason for the limited differentiation across regional development strategies.

Notes

1. These figures are from the OECD Regional Database; definitions have been
harmonised with those of other OECD economies to facilitate comparison. The
figures thus differ somewhat from those found in national statistical sources.

2. Examined from a regional perspective, the Pomurska region boasts largest number
of small municipalities. In 2009, approximately 70% of its municipalities fell below
the threshold of 5 000 inhabitants. A third had fewer than 2000. In Podravska,
Jugovzhodna Slovenija, Savinjska and Koroška, over half of municipalities had
fewer than 5 000 people.  In only two did al l  municipalit ies exceed
5 000 inhabitants (Rejec, 2010).

3. In addition to the Constitution, several other legal acts define local self-
government: the Act on Local Self-Government, the Act on Local Elections, the Act
on the Procedure for the Establishment of Municipalities and for Determining
their Territory, Act on the Financing of Municipalities, Act on the Establishment of
Municipalities and on Determining their Territory.
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ANNEX 1.A1 

OECD Regional Classification 
and Regional Typology

1.A1.1. Regional grids

In any analytical study conducted at sub-national level, defining the
territorial unit is of prime importance, as the word region can mean very
different things both within and among countries. In order to have a measure
that is comparable, the OECD has developed a regional typology for classifying
regions within each member country.

The classification is based on two territorial levels. The higher level
(Territorial Level 2 – TL2) consists of 335 large regions, while the lower level
(Territorial Level 3 – TL3) is composed of 1 679 small regions. All the regions
are defined within national borders and in most cases correspond to
administrative regions. Each TL3 region is contained within a TL2 region.

This classification – which, for European countries, is largely consistent
with the Eurostat classification – helps to compare regions at the same
territorial level. Indeed these two levels, which are officially established and
relatively stable in all member countries, are used as a framework for
implementing regional policies in most countries. In Slovenia, TL3 regions
corresponds to12 statistical regions.

1.A1.2. OECD regional typology

The OECD typology classifies TL3 regions as predominantly urban,
predominantly rural and intermediate. This typology, based on the percentage
of regional population living in rural or urban communities, allows for
meaningful comparisons among regions of the same type and level. The OECD
regional typology is based on three criteria. The first identifies rural
communities according to population density. A community is defined as
rural if its population density is below 150 inhabitants per square kilometre
(500 inhabitants for Japan to account for the fact that its national population
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exceeds 300 inhabitants per square kilometre). The second criterion classifies
regions according to the percentage of population living in rural communities.
Thus, a TL3 region is classified as:

● predominantly rural (rural), if more than 50% of its population lives in rural
communities;

● predominantly urban (urban), if less than 15% of the population lives in
rural communities;

● intermediate, if the share of population living in rural communities is
between 15% and 50%.

The third criterion is based on the size of the urban centres. Accordingly:

● A region that would be classified as rural on the basis of the general rule is
classified as intermediate if it has an urban centre of more than
200 000 inhabitants (500 000 for Japan) representing no less than 25% of the
regional population.

● A region that would be classified as intermediate on the basis of the general
rule is classified as predominantly urban if it has a urban centre of more
than 500 000 inhabitants (1 000 000 for Japan) representing no less than 25%
of the regional population.
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ANNEX 1.A2 

Zipf’s Law in OECD Countries

Figure 1.A2.1. Log population and their rank of in OECD countries (TL3), 2007
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Figure 1.A2.1. Log population and their rank of in OECD countries (TL3), 2007 (cont
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ANNEX 1.A3 

Methodology for Decomposition of Factors 
of Growth

The share of region i in the total GDP of the OECD can be written as:

[1]

where j denotes the country of region i. The GDP share of region i in country j

is then equal to:

[2]

where P, E, LF and WA stand, respectively, for population, employment, labour
force and working age (15-64) population. Therefore the GDP share of region i
in country j is a function of its productivity, employment rate, participation
rate, age-activity rate and population, relative to, respectively, the
productivity, employment rate, participation rate, age-activity rate and
population of its country defined as follows.

● Productivity is defined as GDP per worker (GDP/E), where employment is
measured at the place of work.

● The employment rate is defined as the per cent of labour force that is
employed (E/LF), where the labour force is the number of employed plus the
number of unemployed.

● The participation rate is the ratio between the labour force and the working
age population (LF/WA), where the working age population in the ages 15
to 64.

● The activity rate is the population in the working age class (ages 15 to 64) as
a percentage of the total population.
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By substituting equation [2] into equation [1], taking the logarithm and
differentiating it, one obtains:

[3]

or, equivalently
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Figure 1.A3.1. Performance of Slovenian regions, population and employment rate
growth (TL3), 1997-07
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Figure 1.A3.2. Performance of Slovenian regions and changes 
in activity rates (TL3), 1997-07
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ANNEX 1.A4 

Beveridge Curves in Slovenia’s Regions

This annex extends the analysis of regional Beveridge curves presented
in the chapter. Section 1.A4.1.  divides Slovenia’s 12 TL3 regions into four
overlapping geographic groups – the north-east, the centre, the south-east
and the western regions – and compares both the level relationships and
trends over time. Some regions are included in more than one group, since the
aim to assess the relative efficiency of labour markets in contiguous regions.
These scattered examples provide strong evidence of different efficiency
levels in labour markets between neighbouring regions as well as different
trends over time, suggesting that these markets are highly segmented.
Section 1.A4.2.  compares the Beveridge curve ratios (i.e. the ratios of
unemployment rates to vacancy rates) for all Slovenian regions by year and
arrives at a similar set of conclusions:

● some regions have much more efficient labour markets than others;

● there are often large gaps in the level of efficiency between neighbouring
regions; and

● labour markets in some regions are becoming more efficient but in others
they are becoming less so.

1.A4.1. Comparing regions in four groups

Among regions from the north-east, Podravska displays significantly
higher vacancy rates for any given level of unemployment than neighbouring
western and eastern regions, reflecting a less efficient labour market. In fact,
Section 1.A4.2. reveals that this region is probably the least efficient among all
Slovenian region. The strong impact of the crisis in the region, which saw one
of the largest jumps in unemployment in 2009, would thus seem to be related
to pre-existing structural problems. Podravska’s dynamics over time are very
different from those of its western neighbour Pomurska and its northwestern
neighbour Koroska over the same period (Figure 1.A4.1).
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The picture for central regions is rather different. Although unemployment
rates in Osrednjeslovenska are amongst the lowest in the country, its vacancy
rates are consistently higher than those of its north-eastern neighbours
Zasavska and Savinjska. This suggest that improvements in labour mobility
and labour-market matching could help reduce the higher unemployment
rates of neighbouring regions. Over time, labour markets in Osrednjeslovenska
and in Savinjska are becoming more efficient – reflected by an inward
movement of the curve – in contrast to the trend observed in Zasavska and
Spodnjeposavska, which have experienced an outward movement of the curve
(Figure 1.A4.2).

Turning to central Slovenia, the Beveridge curves of the neighbouring
regions of Osrednjeslovenska and Jugovzhodna Slovenija are similarly shaped
over time; however, vacancy ratios are around 0.2 percentage points higher in

Figure 1.A4.1. Beveridge curves in north-eastern regions

Source: OECD, Statistical Office of the Republic of Slovenia.
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Osrednjeslovenska over the entire period. The shapes of the curves in
Osrednjeslovenska and Jugovzhodna are similar but they differ in all other
neighbouring regions (Figure 1.A4.3).

Finally, comparing the neighbouring western regions of Gorenjska and
Goriška reveals a much more efficient labour market in the latter region in the
early 2000s. This region experienced lower unemployment rates when faced
with similar vacancy ratios. Over time, however, the labour market in
Gorenjska became more efficient – reflected by an inward movement in the
Beveridge curve, in contrast to Goriška, which experienced an outward
movement. Similarly, Obalno-kraška’s labour market appears to be less
efficient than its eastern neighbour Notranjsko-kraška’s: they recorded similar
unemployment rates during the early 2000s but with vacancy ratios that were
considerably higher in Obalno-kraška, suggesting that its labour market has a

Figure 1.A4.2. Beveridge curves in central regions

Source: OECD, Statistical Office of the Republic of Slovenia.
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lower capacity to absorb workers into the workforce. The two regions display
very different labour-market dynamics during 2001-04 (Figure 1.A4.4).

1.A4.2. Comparing unemployment/vacancy ratios among regions 
at a given time

Section 1.A4.2. draws static comparisons in the relationship between
unemployment and vacancy rates across Slovenian regions in each year
during 2001-08 (Figure 1.A4.5). This permits the following observations:

● The efficiency in Slovenian labour markets differs significantly across
regions. Therefore analysis at the regional level may be more revealing and
meaningful than at national level. Labour markets in Podravska and
Spodnjeposavska are consistently less efficient than they are in Goriška,
Gorenjska and Notranjsko-kraška.

Figure 1.A4.3. Beveridge curves in central regions

Source: OECD, Statistical Office of the Republic of Slovenia.
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Figure 1.A4.4. Beveridge curves in western regions

Source: OECD, Statistical Office of the Republic of Slovenia.
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Figure 1.A4.5. Regional labour-market efficiency, 2001-08

Source: OECD, Statistical Office of the Republic of Slovenia.
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● The level of efficiency also differs among neighbouring regions, pointing to
segmentation. Podravska’s labour market is consistently less efficient than
those of Koroska or Savinjska. Gorenjska’s labour market is more efficient
than that of neighbouring Osrednjeslovenska. Although the latter region
records one the lowest unemployment rates in every year it has
significantly higher vacancy ratios, suggesting that it could yet absorb
labour from other Slovenian regions.

● There is a clear trend of some labour markets becoming more efficient and
others less so over time. Zasavska’s has one of the highest unemployment
rates but very low vacancy ratios, in comparison to its peers, and its labour
market appears to have become more efficient over time. Gorenjska is
apparently becoming more efficient over time.

Figure 1.A4.5. Regional labour-market efficiency, 2001-08 (cont.)

Source: OECD, Statistical Office of the Republic of Slovenia.
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Chapter 2 

Regional Policy in Slovenia

Slovenia has in recent years achieved impressive economic performance, while
maintaining a consistent concern to ensure balanced regional development,
notably by allocating subsidies to lagging regions. Since EU accession,
additional funding from Structural Funds has created an opportunity to invest in
projects that will enhance Slovenia’s endogenous growth potential. Yet in a
relatively small country with no elected regional tier of public governance, there
has been increasing municipal competition for regional policy funding. Slovenia
needs to avoid scattering scarce resources across large numbers of small-scale
sectoral projects and diluting the overall impact of Structural Funds. It also
needs to help regions undergoing structural adjustment and to build their own
capacity to fuel sustainable development. This chapter starts with an overview
of regional policy reforms in Slovenia. It then turns to how regional policy
reforms can help improve physical infrastructure, including spatial planning, the
management of Natura 2000 areas, and transport networks. Finally, it assesses
how regional policy can contribute to upgrading human capital, regional
innovation capacity and the business environment.
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2. REGIONAL POLICY IN SLOVENIA
Introduction

Slovenia has in recent years achieved impressive economic performance,
while maintaining a consistent concern to ensure balanced regional
development, notably by allocating subsidies to lagging regions. Since
EU accession, additional funding from Structural Funds has created an
opportunity to invest in projects that will enhance Slovenia’s endogenous
growth potential. Yet in a relatively small country with no elected regional tier,
there has been increasing municipal competition for regional policy funding.
Slovenia needs to avoid scattering scarce resources across large numbers of
small-scale sectoral projects and diluting the overall impact of Structural
Funds. It also needs to help regions undergoing structural adjustment and to
build their own capacity to fuel sustainable development.

This chapter starts with an overview of regional policy reforms in
Slovenia. It then turns to how regional policy reforms can help improve
physical infrastructure, including spatial planning, the management of
Natura 2000 areas, and transport networks. Finally, it assesses how regional
policy can contribute to upgrading human capital, regional innovation
capacity and the business environment.

2.1. Overview of regional policy reforms in Slovenia

After prioritising balanced regional development for several decades,
Slovenia has made important progress in setting up a more structured
institutional framework for regional policy in line with EU Cohesion Policy
requirements. The ongoing transition of regional policy in Slovenia needs to
further translate strategic objectives into effective policy tools for integrated
development projects and stronger partnerships among different actors
(Table 2.1).

Slovenia faces a window of opportunity to reform its regional policy

From a focus on lagging regions…

Slovenia has traditionally emphasised three objectives in its regional
policy: fostering polycentric development; supporting demographically
endangered regions; and addressing the specific challenges of border regions.
Despite Slovenia’s relatively small surface area and population, its geographic
and natural diversity have fostered a scattered settlement pattern. Reducing
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regional disparities through the enforcement of polycentric and balanced
development became the goal of a series of laws adopted or amended
between 1971 and 2005 (Table 2.A1.1 in Annex 2.A1). While the overarching
policy objective remained broadly the same, the criteria used to identify
eligible territories varied, from purely demographic indicators to economic
measurements encompassing educational attainments and public services.
Policy instruments have consistently included tax reliefs and loans, as well as
infrastructure investment.

After independence in 1991, the centralisation of resources and decision-
making ecl ipsed regional matters,  as policy-makers focused on
macroeconomic urgencies and the establishment of new political structures.
However, Slovenia received EUR 339 million of pre-accession assistance from

Table 2.1. Transition in regional policy: Where does Slovenia stand?

Transition process

Objectives Compensating temporarily for location 
disadvantages of lagging regions

 Tapping underutilised potential 
in all regions for enhancing regional 
competitiveness

Slovenia: The new Law on Balanced Regional Development (2011) enhances the focus 
on endogenous regional growth

Unit of intervention Administrative units  Functional economic areas

Slovenia: Several pieces of research on functional regions exist; there has been 
a recurrent debate on regionalisation, including a positive non-binding referendum in 2008; 
the current government has proposed to create six regions on the basis of a former proposal 
dropped in 2006

Strategies Sectoral approach  Integrated development projects

Slovenia: The National Strategic Reference Framework 2007-13 defines a comprehensive 
regional development strategy, implemented through three thematic Operational Programmes 
(regional development potential, transport and environmental infrastructure, human capital)

Tools Subsidies and state aids  Mix of investment in soft and hard capital 
(e.g., capital stock, labour market, 
business environment, social capital 
and networks)

Slovenia: The three Operational Programmes distribute funds across development projects 
that aim at growth and job creation; at the same time, a special law provides development 
assistance to the Pomurje region (2010-15) and there are specific aids for two other regions 
(Zasavska and Posočje); the new Law on Balanced Regional Development includes tax reliefs 
for specific regions, such as those with high unemployment

Actors Central government  Different levels of government 
in partnership with private sector 
and civil society

Slovenia: Regional development agencies provide an interface between the central government 
and municipalities but their capacities remain limited; although regional development 
programmes are contractual arrangements, implementation plans are not compulsory 
for municipalities (see detailed discussion in Chapter 3).

Source: OECD based on various sources.
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the EU between 1992 and 2004 via the PHARE programme1 to build
institutional capacity and support infrastructure investment, including at
local level. Between 2000 and 2003, another EUR 449 million came in through
the ISPA and SAPARD programmes2 for environmental, transport, agricultural
and rural development projects. These required the mobilisation of local
authorities in designing and implementing plans. The prospect of entitlement
to Structural and Cohesion Funds, including pre-accession funds, revived the
need to set up regional management structures. Regional development
became one of the most complex issues in Slovenia’s negotiations with the EU
(Damjan Lajh, 2004, quoting Hughes et al., 2003).

The regionalisation debate has often tended to focus more on formal
regionalisation than on substantial changes in policy content. The amended
Article 143 of the 1991 Constitution envisages the establishment of regions by
law, but no such law has ever been adopted. Slovenia fulfilled accession
requirements by formally aligning itself on the NUTS statistical classification,
with a single NUTS2 region covering the whole country (split into two NUTS2
regions in 2008) and twelve NUTS3 statistical regions. Repeated attempts to push
institutional regionalisation forward culminated in a non-binding referendum in
June 2008 on a proposal to create 13 regions. Although the poll result was positive,
turnout was very low (10.9% of registered voters) and there was significant
opposition from central Slovenia. The proposal was not taken forward.

In the absence of an elected regional tier, Slovenia has progressively
shaped an institutional, financial and strategic framework for regional policy.
While persistent political struggles left the regionalisation issue on the
government’s agenda, new institutions were created in 2000 with a specific
regional policy mandate.

● At the national level, these included the Structural Policy Council (SPC), a
cross-sectoral co-ordinating body, and the National Agency for Regional
Development (NARD), the initial managing authority for Structural Funds,
which was merged into the new Government Office for Local Self-
Government and Regional Policy (GOSP) in 2006.

● At the regional level, a network of 12 regional development agencies (RDAs)
was created, either by the establishment of new agencies (for three of them),
the redesignation of existing entrepreneurial centres as agencies (e.g. Mura
Regional Development Agency), or the assignment of an additional task as an
agency to an existing entity (e.g., Novo Mesto Enterprise Centre). On the
financial side, the Slovenian Regional Development Fund was reformed into
a permanent public fund for regional and rural development, financed
through privatisation and loans from the European Investment Bank to a
lesser extent. It offers subsidies, soft loans, guarantees and capital
investment to municipalities, firms, agriculture holdings and private farmers.
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In 2001, the government also adopted the Strategy of Regional
Development in Slovenia (SRDS), which served until 2006 as the basic strategic
document for regional policy and underpinned the objective of reducing
regional disparities. Self-evaluations have suggested a mixed level of
achievement, particularly in terms of curbing regional disparities in GDP
per capita and interregional migration balance (Table 2.2).

… towards a broader view of regional development potential

Slovenia’s accession to the EU in 2004 gave new impetus to regional policy.
Under the Single Programming Document (SPD) 2004-06, Slovenia spent more
than half of its Objective 1 programme on promoting innovation, entrepreneurship
and knowledge transfers. The EUR 334.5 million of the Objective 1 programme
were complemented by EUR 264.9 million from the Cohesion Fund and
EUR 38.2 million from the INTERREG and EQUAL programmes (Figure 2.1). Given
the short time span of the programming period, ex post evaluations have been
limited but suggested positive results. For example, indicator values achieved
for almost all measures under Priority 2 of the SPD (knowledge, human resource
development and employment) exceeded initial targets by three times

Table 2.2. Assessment of the Strategy for Balanced Regional Development 
of Slovenia (SRDS)

Objective Measurement Evaluation

To curb regional disparities To maintain a ratio of maximum 1.7:1 
between the most and the least 
developed NUTS3 regions in terms of 
GDP per capita and purchasing power

Not achieved. The ratio between the 
most and the least developed region 
increased from 1.98:1 in 2000 
to 2.18:1 in 2006

To reduce regional disparities 
in terms of health

Reduce the gaps between life 
expectancy and general and specific 
mortality rates and in the percentage 
of risk factors

The objective to lower the general 
mortality rate was achieved; other 
factors could not be checked

To maintain minimal settlement 
on the entire national territory

Net interregional migration balance in 
all NUTS3 regions should not exceed 
the negative value –0.5 inhabitants 
per 1 000 inhabitants

Not achieved; in 2006, the net 
interregional migration balance 
exceeded –0.5‰ in four regions 
(Zasavje, Koroška, Gorenjska 
and Goriška)

To increase GDP and purchasing 
power per capita of Slovenian regions 
compared with border regions 
in Austria and Italy

Osrednjeslovenska, Goriška and 
Obalno-kraška regions should grow 
faster than Italian border regions; 
other regions should catch 
up to the Austrian border regions

Achieved; Slovenian regions are 
catching up with Italian and Austrian 
border regions – although the 
differences between them remain 
large

To achieve sustainable development 
of all regions

To raise the absolute level of 
purchasing power and GDP per capita 
and to reduce unemployment rates 
in all regions

Partly achieved; GDP per capita grew 
but gaps widened and the 
unemployment rate in Koroška and 
Gorenjska increased between 2000 
and 2006

Source: Government Office for Local Self-Government and Regional Policy.
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– although this may suggest that the initial targets might have been too modest.
At the same time, it proved a challenge to inform and educate local
policymakers about this new source of funding in time to meet the EU’s
absorption requirements. The short time span might also have contributed to a
hasty selection of projects in some cases. For example, 14 business zones were
co-financed at the end of the 2004-06 programming period, a relatively high
number for a country of 2 million inhabitants.

Regional policy funding has soared during the second programming period.
All of Slovenia remained eligible under the convergence objective and funding
jumped from EUR 334.5 million in 2004-06 to EUR 4.1 billion in 2007-13. In terms
of Structural Funds allocation, Slovenia receives approximately twice as much as
it contributes to the EU general budget. Purely national funds for regional
development only amounted to around EUR 190 million over 2004-09. Co-financing
for municipalities under the Act on Local Finances caused national funds to
increase almost threefold between 2005 and 2006, to reach about 92% of national
funds in 2009 (Figure 2.1).3 While Structural Funds in Slovenia represent by far the
lowest share of GDP among the ten new member states, Slovenia ranks among
the largest net recipients on a per capita basis, alongside Estonia, Hungary, the
Czech Republic, Lithuania, and Latvia (Figure 2.2).

Figure 2.1. National funds for regional policy in Slovenia, 2004-09
Unit: million EUR

Note: Co-financing investments in municipalities include purely national funds and national co-financing
to EU funds.

Source: OECD, based on data from Government Office for Local Self-Government and Regional Policy.
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Slovenia’s National Strategic Reference Framework (NSRF) 2007-13 has
heralded the general objectives of promoting economic growth, creating jobs,
strengthening human capital and ensuring balanced regional development. In
line with EU requirements, Slovenia earmarked around 66% of total funds for
projects initiated under the EU’s so-called “Lisbon Agenda” for sustainable
growth, innovation and jobs, one of the highest rates among the ten new
member states. In continuity with, yet going beyond, the three priorities of the
2004-06 period, the three Operational Programmes for 2007-13 have
concentrated significantly more resources on strengthening regional
development potential (42% of total funds, EUR 2.0 billion) and developing
environmental and transport infrastructure (40%, EUR 1.9 billion) than on
developing human resources (18%, EUR 0.9 billion) (Figure 2.3). Although
Slovenia still faces challenges in absorbing and implementing funds, it is on a
promising path as it displays the highest contracting rate of committed funds
(55%) among the ten new EU members (Figure 2.4). This is notably due to the
simplification of financial management and control procedures.

The implementation of the new law on balanced regional development 
needs to avoid key pitfalls

The government approved the draft law “On Stimulating Balanced
Regional Development” in October 2010, and parliament adopted it in
March 2011. The new legislation, which represents an overhaul of the regional
development law adopted in 1999, is intended to place regional development
policy on a more consistent, systematic footing and thus to reduce the
demand for ad hoc interventions in specific regions. Provisions concerning

Figure 2.2. EU Cohesion Policy funds in the ten new member states, 2007-13
Euros per capita and % of GDP

Source: OECD, Eurostat, KPMG.
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Figure 2.3. Financial allocation of Structural Funds in Slovenia in 2004-06 
and 2007-13

Source: OECD, based on data from Government Office for Local Self-Government and Regional Policy.

Figure 2.4. Contracting rate, absorption rate and implementation rate 
of 2007-13 funds in the ten new EU member states, as of June 2010

Unit: %

Note: Contracting rate refers to the ratio of funds committed (through signing contracts for projects)
relative to allocated funds. Absorption rate refers to the ratio of funds paid relative to allocated funds.
Implementation rate refers to the ratio of ex post reimbursements relative to contracting.

Source: OECD, based on European Commission and World Bank staff calculations as quoted in
http://siteresources.worldbank.org/ECAEXT/Resources/258598-1256755672295/EU10_RER_July_2010_
Infocus_Absorbtion_of_Funds.pdf.
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particularly vulnerable regions, such as those hit by exogenous shocks, are
meant to enable the government to respond rapidly to regional problems
without the necessity of adopting specific legislation like the 2009 law on the
Pomurje region. The law includes specific priority attention and measures for
border problem areas, and temporary measures for problem areas with high
unemployment rate, including employment incentives for companies for
these areas. The law also provides for the transfer of state property for
development purposes, and urgent regional policy measures for
municipalities, companies and individuals due to exceptional circumstances.

Much of the law is concerned with rationalising the existing institutional 
framework

At the national level, the main actors are to remain largely unchanged,
with one new addition. The roles of the existing Government Office for Local
Self-Government and Regional Policy, the Public Fund of the Republic of
Slovenia for Regional and Rural Development and the various ministries are
clarified and in some cases strengthened. In addition, the new law authorises
the creation of a “Council for the Territorial Co-ordination of Development
Initiatives”, headed by the Prime Minister. It is intended to improve co-ordination
of development policies that have regional impact by co-ordinating the
planning and execution of tasks from different ministries that are regionally
relevant, facilitating a territorial development dialogue, co-ordinating the
proposed development agreements of individual regions and proposing to the
government decisions outside its competence.

At the regional level, the law does not introduce new institutions but it
rationalises existing ones, giving them more competences and strengthening
connections among them in order to achieve greater efficiency. The key actors
at regional level include:

● Regional development councils. The existing regional development councils are
to be joined with the old regional councils. The membership of the merged
councils will consist of representatives of municipalities (40%), economic
associations (40%), and NGOs (20%). In larger regions this means that not all
municipalities will be directly represented on the reconfigured bodies, in
contrast to the previous regional councils.

● Regional development agencies. These may be constituted by municipalities
and should be wholly in public ownership. They will be authorised to
operate by the Government Office and can lose that authorisation if they fail
to perform the tasks required under the terms of the authorisation.

● Regional development networks. These are composed of key development
actors in a region, such as regional and territorial development agencies,
business incubators, energy offices, centres of excellence, etc.
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The new legislation outlines mechanisms for horizontal co-ordination across
regions and across international borders, in order to make such co-operation
easier. Thus, if a project or projects will affect several regions and will require
funds that exceed any one region’s resources, the regions involved can co-operate
with the competent ministries to prepare an inter-regional project or a
common development programme. The financial impact of the changes is
expected to be modest, though some increases for regional development
councils are anticipated, and the government will have to finance the special
measures for certain border areas with high unemployment rate.

The new legislation is to be welcomed on a number of counts…

The new law’s strong emphasis on rationalising institutions and
strengthening horizontal and vertical co-ordination is clearly a step in the
right direction. It rests on the government’s recognition of the need to
overcome the fragmentation that has often led to a de facto “localisation” of
regional development policy. In this respect, the provisions aimed at
strengthening regional-level institutions are particularly important, though it
remains to be seen whether they will be sufficient to counter the tendency of
municipal authorities to focus on essentially local needs when allocating
regional development resources. Closely related to this is the new law’s focus
on facilitating integrated regional development projects and the provisions for
inter-regional co-operation on projects, which signal a clear effort to counter
the fragmentation of effort along sectoral as well as geographic lines.

In addition to the institutional changes reviewed in Chapter 3, a number of
specific provisions in the law may also be regarded as important steps forward:

● Greater reliance on contractual arrangements (“Agreements on Development
of Regions”) for the national co-financing of regional projects, and emphasis
on strengthening monitoring and evaluation should strengthen accountability
and co-ordination (see Chapter 3 for more detailed analysis).

● The explicit commitment to an approach fostering endogenous growth, rather
than one focused on subsidies and other external supports, reflects a
recognition that regional development policy is chiefly about helping regions
and localities to realise their potential rather than simply using transfers and
other interventions to support areas where performance is weak.

● Closely related to this is the explicit recognition of the need for (and the
inevitability of) regional specialisation. Given the need for critical mass to
achieve competitiveness in certain fields, it is not realistic for every region to
aspire to develop every sector or activity. Yet politicians and officials in some
regions and locales seem to resist specialisation, dispersing their resources
and energy in an effort to pursue a wide range of activities ranging from
competitive agriculture and tourism to the creation of high-tech hubs.
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● One of the main innovations of the law is the creation of a mechanism to
allow the government to respond to exogenous shocks that hit specific
regions. The need for such a mechanism has become apparent in recent
years, as the government has showed its determination to avoid the need
for recourse to ad hoc measures and region-specific legislation in response
to shocks. A less systematic approach implies both delay – time is lost while
new, one-off “anti-crisis” measures are legislated – and a greater scope for
political considerations to affect the response to a crisis. The new
arrangement should make policy more predictable and transparent, as well
as fairer and more efficient.

… but there will be pitfalls to avoid when implementing it

Although much of the proposed new law brings Slovenia’s regional
development policy closer to the OECD’s “new regional paradigm”, summarised
in Table 2.2 (Section 2.1), a great deal depends on how the law is implemented,
particularly when it comes to drafting regional development strategies and
preparing projects. The law should be implemented in such a way as to ensure
that regional development policies remain growth-oriented and territorially all-

encompassing. This will require maintaining a consistently broad view of
regional development policy and effectively managing the interactions
between RDP and sectoral policies. The following specific issues may require
particular attention as the law’s provisions are applied in practice.

Policy-makers will need to maintain a focus on aggregate performance. This
will require ensuring that regional development strategies do encompass the
whole of Slovenia, rather than focusing resources and attention chiefly on
“problem” areas. Whether or not the law prompts a territorially selective,
compensatory approach will depend on secondary legislation and
implementation decisions. While there will at times be a need to make special
provision for regions suffering from shocks, the basic approach should not be
too strongly biased towards trying to “level up” lagging areas; regional policy
should also address the need to sustain and enhance the competitiveness of
successful regions.

While the emphasis on regional specialisation is to be welcomed, there are
also risks associated with it. In particular, defining regions’ specialisation in
terms of existing activities and sectors could easily become a vehicle for
ensuring that regional development programmes chiefly serve the interests of
incumbent firms. The key for effective implementation will be to foster a
capacity for continuous self-discovery and adaptation that stimulates the
emergence of new firms and activities, allowing regions to develop new
specialisations over time. This is closely linked to the need for the government
to prioritise measures that promote endogenous growth, mobilising regional
assets rather than concentrating exclusively on the attraction of external
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resources. When addressing areas of special need (e.g., border regions),
policies and programmes aimed at responding effectively to cyclical and other
short-term shocks should not be confused with measures responding to
structural change.

Finally, successful implementation will depend on finding the right

balance between bottom-up and top-down initiative when preparing national,
regional and local development strategies, programmes and projects. In the
absence of an intermediate tier of state authority, the balance between top-
down and bottom-up inputs seems until now to have been skewed towards
the latter, resulting in an overly “localist” approach in many areas. It remains
to be seen whether the new law goes far enough in strengthening the central
government’s role. Managing the interaction between regional policy and
sectoral policies will be crucial as well. The law stipulates that spatial
planning documents, Regional Development Programmes and Agreements on
the Development of Regions should be consistent, but this is likely to require
greater capacity for inter-municipal/regional co-operation in handling such
tasks. Resolution of some of these capacity issues may depend on how the
new law on regional development interacts with the planned law on
municipalities, which is yet to be adopted.

A paradox remains between policy objectives and practical instruments

Despite the financial window of opportunity, a growth-oriented policy
mix and a promising head start in the absorption of funds, Slovenia faces two
overarching policy dilemmas.

● How to combine a policy focus on bolstering endogenous growth with adequate
temporary support to the most vulnerable regions. Despite recent efforts to
foster the competitiveness of all regions, there has been a consistent
concern to prop up the development of border regions or regions
undergoing industrial restructuring, a concern that remains prominent in
the new law on balanced regional development. The decline of traditional
labour-intensive industries such as textiles and automobile parts (see
Chapter 1) has long been met by ad hoc subsidies. In the case of the Pomurje
region, exceptional measures adopted in response to the crisis of 2008-09
went as far as the adoption of a special law on the region, earmarked
development assistance over the 2010-15 period, and the creation of a
special government project office (Table 2.3). While the proposed 2011 law
on balanced regional development has asserted an explicit move towards
endogenous regional policy, implementation realisation of that move in
practice will largely depend on the extent to which external support
facilitates economic restructuring and reduces adjustment costs rather
than forestalls structural change.
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● How to achieve integrated development projects with regional critical mass in a
context of municipal fragmentation and pressure to prioritise local sectoral

investments. In a long-term perspective it is crucial for Slovenia to aim for a
leveraging effect of regional policy funding on private investment and job
creation. As in many other OECD countries, regional policy in Slovenia is
largely funded by EU Cohesion Policy and does not receive a separate block
funding from the state budget.4 The leveraging effect of regional policy
funds will largely depend on whether projects benefit from policy
complementarities at a functional regional scale. The 2007-13 Operational
Programme on Strengthening Regional Development Potential includes a
specific Priority Axis on the “Development of Regions”. However, funds are
distributed primarily according to the level of development of the regions,
so that regions with the highest development risk index (IRO) receive the
highest level of funds per capita (Figure 2.5). In practice, the bulk of funds
are reportedly being used for municipal infrastructure projects. This reflects,
inter alia, the fact that regional councils have hitherto been composed
exclusively of mayors (see Chapter 3), delays in the communication of calls
for projects in the regions, and short deadlines for the submission of
applications. The increasing number of municipalities competing for their
own sectoral projects further undermines regional critical mass and
integrated development projects.

Achieving endogenous growth based on integrated regional development
projects is mostly linked with the management of interactions between
regional policy and sectoral policies, at the national, regional and local levels.
In particular, regional policy can either: a) be used as a tool for the
management of spill-overs across sectoral policies (e.g., “rural proofing”
mechanisms in Canada, Finland and the UK aim at screening the impact of

Table 2.3. Exceptional measures for the Pomurje region

Legal basis Special law in October 2009 introducing the “Pomurje 2015” programme

Actors in charge Creation of a Government Project Office for the Pomurje region

Instruments • Grants for business environment improvements and capital investments

• Tax reliefs and refunds of social and health insurance contributions paid by employers

• Possibility to reduce pre-tax profits by 70% of the capital expenditure for investment

• Priority treatment in bidding for EU Cohesion Policy programmes

• Various forms of institutional support

Budget • EUR 33 million of development assistance for the 2010-15 period

• For 2011 alone, the planned budget amounted to EUR 6 million, to be divided into five 
instruments

• In 2010, the government launched two tenders for projects and funding in 2010-11 will amount 
to EUR 8.46 million

• In February 2011, a third tender was launched to allocate approximately EUR 1.3 million

Source: OECD based on materials from the Government Office for Local Self-Government and Regional
Policy, and news release from www.svlr.gov.si/si/splosno/cns/novica/article/558/2647/4f8e766074.
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various sectoral policies on rural areas); or b) operate in parallel to sectoral
policies in silos; or c) operate in parallel to sectoral policies but in turn be
implemented sectorally (Figure 2.6). Experience in OECD countries suggests
that such configurations are not mutually exclusive and two or more often co-exist.
In the case of Slovenia, all three configurations currently seem to be at work.
While “explicit” regional policy is steered by the GOSP, several sectoral policies
administered by line ministries have important spatial implications and
involve local and regional authorities (Table 2.A1.1 in Annex 2.A1). Taking into
account the interactions among these policies is fundamental for the effective
implementation of regional policy, notably when counterbalancing centripetal
vs. centrifugal forces and handling possible trade-offs (Table 2.4).

Figure 2.5. Financial allocation of OP SRDP funds by region, 2007-13

Note: The development risk index (IRO) is calculated by weighing indicators of economic development (GDP per ca
gross basis for income tax per inhabitant, number of jobs per economically active population in the region
companies gross added value per employee), labour market (rate of registered unemployment and rate of regis
employment), inhabitants (dependency ratio), education (average number of schooling years) and environment (s
of population connected to public sewage system, share of territory of Natura 2000 areas and settlement indicator)
Operational Programme on Strengthening Regional Development Potentials is financed by the European Reg
Development Fund (ERDF).

Source: OP SRDP.
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Figure 2.6. Regional policy and sectoral policies (examples thereof): 
Various configurations

Source: OECD elaborations.
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2.2. Improving the quality of places and networks through regional 
policy

Spatial planning holds underexploited opportunities for policy 
coherence

Slovenia has a long tradition of spatial planning at two tiers. Under the
Yugoslav Federation, a comprehensive planning system used to control
economic and spatial development, both at the level of each of the six
republics and at the level of communes. After independence, Slovenia
redesigned its spatial planning apparatus to adjust itself to a parliamentary
democracy, the market economy and the EU accession process, but it retained
a two-tiered system. At the national level, the Ministry of Environment and
Spatial Planning prepares the National Spatial Plan. At the municipal level,
each municipality is required to submit a municipal spatial plan. Regarding
vertical co-ordination, municipalities prepare their spatial plans on their own,
although the central government provides guidelines and opinions by sectors
and ensures inter-sectoral co-ordination. Prior to the adoption of municipal
spatial plans by the municipal councils, the central government assesses their
consistency with the public interest of the state.

Table 2.4. Possible interactions between regional policy and selected sectoral polici
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Source: OECD elaborations.
OECD TERRITORIAL REVIEWS: SLOVENIA 2011 © OECD 2011100



2. REGIONAL POLICY IN SLOVENIA

tal 

ent 
Spatial planning and regional policy co-exist without systematic tools to
ensure coherence across their respective strategic documents (Table 2.5). At
the national level, the National Development Plan (NDP) has been largely
reflected in the elaboration of the National Strategic Reference Framework
(NSRF). The Spatial Development Strategy of Slovenia (2004) was designed to
provide a steering framework for the implementation of sectoral policies in
the different territories. Its main concepts include a polycentric urban system
and guidelines for regional spatial development. Linkages between spatial
planning and regional policy documents are particularly unclear at the
regional and municipal level. The Spatial Planning Act welcomes regional
spatial plans jointly prepared by several municipalities for implementing a
regional development programme (e.g., infrastructure for tap water supply).
However, municipalities do not do it in practice. To date, only one case of
regional spatial plan has been observed. It was jointly prepared by three
municipalities for a water treatment plant and is undergoing the approval
procedure by the Ministry of Environment and Spatial Planning.

The disconnect between spatial planning and regional policy has a lot to do
with the lack of strategic management capacity and a concomitant failure in
many quarters to appreciate the strategic role of spatial planning. Traditionally,
spatial plans have been produced by technical experts. Preparing a municipal
spatial plan is an extremely long and complex process, which requires: time
(one municipality quoted an average of five to eight years), professional
expertise, substantial financial resources, consultations with various groups of
stakeholders (e.g., ecological actors), lobbying and convincing public opinion,
among other factors. The current lack of collaboration among municipalities

Table 2.5. Spatial planning and regional policy programmes in Slovenia

Spatial planning system Regional policy

National 
level

Slovenia’s Development Strategy 
(SDS) 2005

National Strategic Reference Framework (NSRF) 2007-13

• Operational Programme on Strengthening Regional 
Development Potential (OP SRDP)

• Operational Programme on Development of Environmen
and Transport Infrastructure (OP DETI)

• Operational Programme on Human Resources Developm
(OP HRD)

National Development Plan (NDP) 
2007-13

 
Has been 
reflected

Spatial Management Policy 
of the Republic of Slovenia (2001)

Spatial Development Strategy 
of Slovenia (2004)

↕ No direct link
Regional 
level

Regional spatial plans (optional – do 
not exist in practice)

↔ 
No link

Regional development programmes (RDPs, prepared 
by Regional Development Agencies)

↕ No systematic link

Municipal 
level

Municipal spatial plans ↔ 
No link

No compulsory implementation plans of RDPs

Source: OECD elaborations.
OECD TERRITORIAL REVIEWS: SLOVENIA 2011 © OECD 2011 101



2. REGIONAL POLICY IN SLOVENIA
leaves many of them unable to meet the scale of regional growth objectives and
to achieve broader joint interests. One example is the region of Gorenjska,
which used to be the highest income region in former Yugoslavia but is
currently losing jobs. Although the total population of 200 000 people could be
expected to fall under one single business zone, most of the 18 municipalities in
the region compete among themselves to set up their own business zones.
Several of them have fewer than 1 000 inhabitants and only three or four
municipal employees barely able to keep pace with daily local matters. Some
municipalities therefore argue in favour of a regional level that would take over
the responsibility for regional spatial planning. Many municipalities also find
themselves ill-equipped to handle the specific constraints of planning the
development of areas that fall under Natura 2000 protection (see more detailed
discussion in the following section). However, the absence of incentives for
regional spatial plans stands in stark contrast with powerful fiscal incentives in
favour of municipal fragmentation (see Chapter 3).

There is an additional problem of vertical co-ordination for spatial planning.
Even when municipalities manage to achieve horizontal co-ordination at the
regional level, there have been complaints about the lack of responsiveness from
the central government. Much of the complexity of spatial planning stems from
the large and frequently changing body of sectoral legislation that influences
spatial planning and management. For example, the Dolenjska Regional
Development Agency has been quite successful in bringing together the
19 mayors of the region and building joint proposals. Two major proposals are to
improve the hydraulic system and to build a landfill site. The RDA completed the
procedure to submit the project proposals to the central government in 2006 but
the legislation and the policy of the Ministry of Environment and Spatial Planning
changed in the meantime. Another example is the region of Gorenjska, which
was hit hard by the crisis in terms of textile, automobile, ICT and packaging
industries. Over several years, the RDA has prepared a joint project on public
infrastructure called GORKI (sewage, water, and waste management facilities)
with a total budget of more than EUR 200 million. However, the guidelines on the
elaboration of projects have remained unclear and the criteria for eligibility have
been changed at a later stage.

Slovenia could reduce the purely technical components of spatial planning
while incorporating more growth-oriented priorities; a simplification and
clarification of spatial planning guidelines; and more formal tools of co-ordination
with regional policy programmes. Strategic planning needs to be better
exploited as a key tool for regional competitiveness. In recent years, many
OECD countries have moved from a managerial planning approach to a more
dynamic and entrepreneurial approach, often coined under the term of
strategic planning (Table 2.6). This new approach adopts a broader perspective
than administrative areas of municipalities. Experience in OECD countries
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Table 2.6. Changes in spatial planning in OECD countries

Old planning approach 
(managerial)

Transitional approach 
(incrementalist)

New planning approach 
(entrepreneurial)

Main goals Allocation of land Spatial redevelopment 
and infrastructure growth

Economic development

Environmental and social 
sustainability

Concepts (dynamics) Implementation and tactics Open planning Strategic vision

Functions Provision of public services Focus on project Promoting innovation, risk taki
and development

Substantive aspects 
or forms (static)

Centre/periphery rationale Redevelopment of city centres, 
strengthening of rural/urban 
linkages

Poly-centricity

Urban corridors

Actors Public actors Implication of the private sector A broad set of stakeholders, 
numerous public-private 
partnerships

Regional and local 
dimensions

Hierarchical relationships between 
central/regional and local, central 
control

Emerging role of region Strategic aspects increasingly 
decentralised

Source: OECD (2007), Competitive Cities: A New Entrepreneurial Paradigm in Spatial Development.

Table 2.7. Examples of spatial planning instruments in selected OECD countries

Poland Hungary France Switzerland Japan

National 
level

Spatial Planning and 
Spatial Management 
Act (2003) and 
National Spatial 
Strategy (under 
elaboration)

National Spatial 
Development 
Concept

Framework Law 
on Regional Planning 
and Sustainable 
Development, two 
laws on Grenelle 
de l’Environnement

Spatial Planning 
Guidelines

National Spatial 
Planning Act (200
and National Spat
Strategy

Regional 
(state or 
provincial) 
level

Regional spatial 
development plans 
(not binding) 
by voivodships

County physical plans Territorial consistency 
schemes (SCOT 
– (Schéma de 
cohérence territorial)

10-year cantonal plans 
(plan directeur)

8 regional spatial 
strategies

Local 
level

No compulsory local 
plans by gminas

Settlement 
development concepts

City plans (Plan local 
d’urbanisme)

Municipal plans (land 
use plans for zoning)

Municipal plans

Mechanisms 
for co-
ordination 
with regional 
policy

No formal incentives 
or mechanisms for 
co-ordination across 
the municipal and 
regional spatial plans, 
but municipalities 
are encouraged 
to co-operate with 
voivodships, 
in particular 
for EU projects

The National Spatial 
Development Concept 
gives spatial 
guidelines for the 
elaboration of regional 
programmes

Project contracts 
(Contrats de projet, 
previously Contrats de 
plan État-Région) are 
aligned on the same 
timeline 2007-13 as 
EU Cohesion Policy 
and are co-financed 
by Structural Funds

Cantonal 
implementation 
programmes for 
the New Regional 
Policy (NRP) must 
be consistent with 
the cantonal plans

The National and 
Regional Planning
Bureau (within the
Ministry of Land, 
Infrastructure, 
Transport and 
Tourism) ensures
co-ordination acro
line ministries and
between national 
and local levels

Source: Using various OECD Territorial Reviews.
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suggests a variety of mechanisms to ensure co-ordination between spatial
planning and regional policy, ranging from no formal mechanisms to
systematic controls of consistency (Table 2.7). This can go as far as spatial
planning mechanisms becoming a core tool for regional policy. For example, in
Austria, the Austrian Conference on Spatial Planning (ÖROK) operates as the
central interface for EU Structural Funds programmes, which helps to reduce
co-ordination costs and keep policy objectives aligned (Box 2.1).

Box 2.1. Example of co-ordinating spatial planning 
and regional policy in Austria

Upon the initiative of the Federal Chancellery and the Länder, the Austrian

Conference on Spatial Planning (ÖROK) was set up in 1971 as a common

platform of spatial planning co-ordination involving all federal ministries,

the Länder and the umbrella associations of municipalities and social

partners. Today, the ÖROK operates as a central network interface for regional

policy and the EU’s Structural Funds programmes in Austria. Both the

elaboration and the follow-up process of Austria’s National Strategic

Reference Framework take place within the ÖROK.

The executive body at the political level, under the chairmanship of the

Federal Chancellor, includes all the federal ministers and state governors,

together with the presidents of the Austrian Union of Towns and the Austrian

Union of Communities and with the presidents of the social and economic

partners participating as advisors. All decisions are made on a consensus

basis. A Commission of Deputies as well as several thematic committees and

working groups have been set up at the administrative level to accomplish

ÖROK’s tasks and projects, which are in general focused on issues of joint

interest of the ÖROK partners. They are formed by the Senior Officials of the

territorial authorities, and the social and economic partners. One of ÖROK’s

principal tasks is to publish the “Austrian Spatial Development Concept”

which is revised generally every ten years.

As one result of ÖROK’s work, the “ÖROK Scenario 2030” was presented

in 2009 as the result of extensive research conducted by an external team of

experts under the direction of the ÖROK working group. It identified trends,

challenges and strategic opportunities and developed a series of spatial

development scenarios for Austria up to 2030. This work provides a tool to

raise awareness of future regional challenges and present needs for action,

and is intended to serve as a basis for further work by ÖROK on a new

Austrian Spatial Development Concept, as well as for the sectoral and spatial

development schemes of the Länder, cities and municipalities.
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Natura 2000 needs to be exploited as a tool for regional development

Specific challenges of Natura 2000 in Slovenia

Spatial planning and regional policy challenges are further complicated by
the large share of land falling under Natura 2000 protection:5 36% of total land,
the highest share in the EU. This is currently perceived as an obstacle and an
administrative burden rather than an asset for economic development. For
instance, the percentage of regional land falling under Natura 2000 protection is
factored in as a minus in the calculations of the Development Risk Index (IRO),
which entitles concerned areas to receive state incentives. Natura 2000 was
defined on the basis of purely scientific criteria related to habitats and birds
(Figure 2.7), with little economic analysis. There has been increasing interest
from the European Commission and the Slovenian government in the socio-
economic benefits of Natura 2000. In Slovenia, an economic study was
conducted in 2004,6 and various types of incentives for development that would
not harm Natura 2000 sites were introduced in rural development programmes
(agri-environmental measures and specific stimulus for investment in
Natura 2000 zones), as well as financing of projects of local communities. More
studies started after EU accession, with results to follow.

In Slovenia, as in almost all EU countries, the selection of sites by
governments has been subject to considerable controversy with local

Box 2.1. Example of co-ordinating spatial planning 
and regional policy in Austria (cont.)

At the same time, the Federal Chancellery and the Länder have been

experimenting with various approaches to project development, consulting

and networking at the regional and local levels. In particular since Austria’s

accession to the EU in 1995, “Regional Management” procedures were

established in most regions eligible for EU Structural Funds. The objective is

to improve co-operation on the development and implementation of regional

strategies. Regional Management is organised in the framework of regional

development associations with municipalities as main members, but most of

financial resources come from the Länder and are co-financed by

EU Structural Funds in some cases. Regional Management units operate on a

cross-sectoral basis, and co-operate with LEADER action groups and

Territorial Employment Pacts for example. A joint umbrella association,

“Regional Management Austria” (RM-Austria), was established in 2001 as a

network to help exchanges of experiences between the 25 Regional

Management units, to improve the qualifications of regional managers and to

further develop the cross-sectoral consulting approach.

Source: OECD.
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communities, and there have been legal challenges to the transposition of the
Directives’ requirements into national law. In a Natura 2000 site, all types of
projects, measures, changes or interferences that might cause the area to
deteriorate are prohibited,7 but those that do not cause substantial deterioration
are allowed. In the case of projects causing substantial deterioration, there is a
clear legal procedure to evaluate their impact and in certain circumstances
(e.g., overriding public interest, lack of alternatives and provision of compensatory
measures) to allow them.8 The high share of Slovenia’s territory designated under
Natura 2000 should also be seen in a context where Slovenia’s level of public
expenditure in environmental protection is close to the EU average (Figure 2.8)
and approximately two-thirds of Natura 2000 sites are not protected otherwise
under national protected area designations, which is one of the highest shares
among EU countries (Figure 2.9).

Some issues have proved particularly problematic in Slovenia. For
example, the selection process imposed very short deadlines (from the end
of 2002 to end of April 2004) at a time when Slovenia was busily preparing for
EU accession. Initiatives to improve communication, awareness and public
participation have been conducted, targeting stakeholder organisations and
local policy makers.9 These resulted in Slovenia scoring the 4th highest level
of knowledge on Natura 2000 among EU member states.10 However, there is
still some resistance from involved stakeholders. The shortage of financial
and human resources for Natura 2000 management raised an additional issue.
In Slovenia as in Estonia and Poland, for example, funds were earmarked for
the implementation of Natura 2000 but they remained very limited. Finally,
there was a certain lack of cross-border collaboration in the designation of
sites. For example, the Austrian part of the Mura River bordering the two
countries is part of the Natura 2000 network, while the Slovenian part is not.

Figure 2.7. Composition of Natura 2000 network

Source: OECD elaborations.
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Figure 2.8. Total public expenditure in environmental protection 
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Source: DG Regio, Working paper, No. 03/2010, “Patterns and Trends of Public Investment in the New Member Stat
the European Union”, 2010.

0

0.2

0.4

0.6

0.8

1.0

1.2

1.4
Share of GDP (%) EUR per capita in

EU Cohesion Policy National expenditure

Hun
ga

ry

Es
ton

ia

Cze
ch

 R
ep

ub
lic

Slov
ak

 R
ep

ub
lic

Pola
nd

Slov
en

ia

Por
tug

al

Gree
ce

Spa
in

Ita
ly

Fra
nc

e

Germ
an

y

Unit
ed

 King
do

m

Belg
ium

Fin
lan

d

Ire
lan

d

Neth
erl

an
ds

Lu
xe

mbo
ur

g

Swed
en

Aus
tri

a

Den
mark EU

EUR per capita in PPS

Figure 2.9. Share of Natura 2000 site area not protected under national 
instruments in EU countries

Source: European Topic Centre on Biological Diversity (ETC/BD), 2009, as quoted in European
Environmental Agency (2010), 10 messages for 2010 – Protected Areas, Figure 2, p. 6.
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Integrating Natura 2000 management into regional development 
projects

The Natura 2000 site management programme 2007-13 by the government
includes measures aimed at reaping direct benefits from Natura 2000 sites for
local populations. Long-term biodiversity management can serve the
development of sustainable tourism and other entrepreneurial opportunities.
Many aspects of the site management programme are going in the right direction:

● Developing adequate infrastructure for visiting protected areas
(e.g., information centres, lookout spots, footpathoducts, souvenirs) and
divert them from vulnerable areas where large numbers of visitors may prove
detrimental to protection objectives.

● Identification of new and area-specific entrepreneurial opportunities
(assistance to companies linked with sustainable development, with
particular emphasis on promoting efficient energy use).

● Drafting a concept and building an infrastructure for sustainable mobility
and other supporting public infrastructure in the area (with an emphasis on
bolstering public transport and using low- or zero-emission and silent
modes of transport, such as cycling routes and footpaths).

● Development of complementary activities for farms with appropriate
measures for human resource development (organic farming, traditional
and alternative medicine, souvenirs, home sales, handicrafts and art crafts,
social farm holdings, ecotourism), and introduction of flexible types of
work, including telework.

Further action could help better integrate Natura 2000 protection, spatial
planning, and economic measures into a coherent regional development
strategy. Local management plans for Natura 2000 sites could be connected
more systematically to the regional development programmes. In particular,
the selection of development projects funded under Priority Axis 3 “Integration
of natural and cultural potential” and Priority Axis 4 “Development of regions”
of the Operational Programme on Strengthening Regional Development Potential
could be conditioned to the co-ordination and possible complementarities with
Natura 2000 management plans. Further efforts to improve the communication
strategy of Natura 2000 implementation could also facilitate collaboration
among the different actors involved. These include the national and regional
representatives of the Institute for Nature Conservation, the Slovenian Forest
Service, the Chamber of Agriculture and Forestry, but also regional development
agencies, municipalities, local chambers of commerce, and local NGOs. There
have been promising proposals to launch local communication plans, using
easily recognisable graphic logos and creating a positive image of the
Natura 2000 concept. Such proposals should be fully put in place.
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Experience over the past few years has shown that innovative, practical
and widely accepted solutions can be achieved when stakeholders are invited
to participate at an early stage of the management planning process. In
particular, three types of policy partnerships could be considered.11

● Voluntary agreements and conventions. The level of autonomy and participation in
the development of jointly defined rules is likely to lead to a high level of
acceptance. For example, in the Wadden Sea, which is the largest nature
protection area in the Netherlands but which also attracts many water-based
recreation and sailing activities, water sports associations used to criticise a
rule that allowed the mooring of boats only at a minimum distance of 200 m
from demarcating buoys. A code of conduct was developed between the nature
administration and the various water sports associations, which permitted
exceptions to the rule. The underlying notion of this voluntary agreement is to
motivate recreationists and visitors to avoid any behaviour with negative
impacts on nature. The site is monitored annually for possible negative
impacts and the commonly agreed on rules of behaviour are evaluated.12

● Co-operative development of new forms of visitor management. In contrast to zoning,
in which visitors are simply forbidden to enter specific zones, active
management can avoid imposing strict regulations and instead channel the
majority of visitors on specific areas by locating infrastructure accordingly or
signing trails, which increases the level of acceptance by representatives of
sports and tourism activities. For example, the Oulanka National Park in
Finland offers diversified landscapes of forests and rivers and hosts many
species of plants, mammals, insects and birds. Most touristic activities in the
park are organised by local guides who are certified by the park administration.
The park can be visited only with these professional guides, who de facto

implement the visitor management and consequently reduce the negative
impact as much as possible. At the same time, this arrangement results in a
high-end tourism product with a significant contribution to the regional
economy.13

● Programmes run by the administration responsible for nature conservation
(e.g., contractual nature conservation programmes) or for agriculture

(e.g., programmes to protect or maintain cultural landscapes). The input or
services provided by the land owners in support of the nature conservation
goals are compensated financially. Arrangements in which the maintenance
of recreationally used areas, such as ski slopes or air strips is undertaken in
agreement with the conservation goals, can lead to successful co-operation
between outdoor recreation and sports interests and conservation in
Natura 2000 sites.
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Box 2.2. Examples of tensions in Natura 2000 management 
in OECD countries

In Greece, Natura 2000 covers 21% of total land. Less than one fifth of the

Natura 2000 surface is included in legally designated protected areas, and

nearly half lacks the environmental study required to define conservation

measures. Most protected areas still require management plans. Management

responsibilities rest with many authorities at central and local levels, with

overlapping problems and weak enforcement. Budgetary and human resources

need to be reinforced. Management Bodies of protected areas have mostly

relied on EU funds but Greece still needs to ensure adequate long term

financing, including funds to substitute for EU contributions.

Ireland is expected to designate 14% of its territory as Natura 2000. Local

authorities have often lacked the resources, expertise and access to

information, or the motivation, to take up the challenge of the local

biodiversity plans they are expected to formulate and implement under the

National Biodiversity Plan. Protection of many Natura 2000 sites requires a far

more active monitoring and management approach than is currently taken.

The considerable spending on agri-environmental measures has not been

sufficiently harmonised with ecological needs.

Poland has designated 18% of its territory as Natura 2000. However, many

of currently approved road investment projects expected to be built in the

near future fail to bypass protected areas. There may be as many as

100 potential conflict zones, with a risk that payments for projects to be

financed in 2007-13 may be blocked. One of the explanations is delays in

completing strategic environmental assessments of projects. In addition,

conflicts between the Polish government and the European Commission have

resulted in legal uncertainties concerning the procedural requirements to be

satisfied for carrying out planned infrastructure investments in roads and

railways. The most important conflict is the construction of a trans-

continental highway in the Rospuda River valley in the northeast of Poland,

which would link Warsaw and Helsinki. EU authorities initiated legal action

at the European Court of Justice in March 2007, which could lead to penalties

and negatively affect the scale of EU funds to Poland. The selection of

Natura 2000 sites has generated substantial tension between the national

level (arguing for a selection on scientific grounds) and the regional level (in

favour of restricting sites to existing protected areas or natural reserves). The

Ministry of Agriculture has developed specific agri-environmental schemes,

especially for Natura 2000 sites.

Source: OECD Environmental Performance Review of Greece (2009); OECD Environmental Performance
Review of Ireland (2010); OECD Environmental Performance Review of Poland (2003); and OECD
Territorial Review of Poland (2008).
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Sustainable tourism and renewable energy could help stimulate 
development in rural areas

Developing a more targeted and specialised tourism supply could also help
to better exploit regional development potential. According to a study on
tourism destination competitiveness (Doris Omerzel, 2006), Slovenia ranks
above average for most indicators on inherited resources such as unspoiled
nature, flora and fauna, attractive climate, traditional arts; created resources
such as variety of cuisine; supporting factors such as hospitality of residents,
trust between residents and tourists, accessibility, currency exchange facilities;
situational conditions such as safety of visitors, political stability, value for
money in accommodation. However, it ranks below average on destination
management such as marketing, and on demand conditions such as
international awareness. The privatisation of tourism businesses in Slovenia
has started recently and the sector is going through a transition period. More
public-private partnerships could help make the most of Slovenia’s regional
diversity and contribute to further internationalisation of its tourism industry.

EU co-financing facilities also facilitated the introduction of a more
comprehensive agri-environmental policy package. Slovenia has chosen to
devote half of its Rural Development Programme to Axis 2 “Improving the
environment and the countryside” (Table 2.8). This is a rather high share

Box 2.3. A successful partnership for Natura 2000 
implementation in a cross-border area: 

The Prague-Vienna Greenways

The Prague-Vienna Greenways consist of an extensive hiking and bicycling
network of about 400 km between the two capital cities of Prague and Vienna.
In 2001, local civic groups, cultural associations, small business owners and
town and village governments formed the Prague-Vienna Greenways
Association. More than 30 members now co-operate on local projects, organising
events and developing sustainable tourism. The rich flora and fauna along the
greenways is as attractive as its cultural sites. The ponds in Ledenice are famous
for their rare water birds; the mountains around Palava offer rare alpine flora;
and the National Park Podyji displays rare landscapes of forest, arid grasslands
along the steep slopes of the Dyje River, and heath. The main conservation goal
of the project is to maintain the rich natural and cultural heritage of the region,
and to develop sustainable tourism. Towards that goal, opportunities for nature
experiences are promoted in travel guides and maps designed to set positive
stimuli for regional development. The factors of success have been the efficient
use of already existing structures; the promotion of an “active” lifestyle, not only
for tourism but also for recreation in general; the use of trans-boundary
greenways as a special attraction for tourists.

Source: www.pragueviennagreenways.org.
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compared with other EU countries (Figure 2.10). Slovenia’s agricultural sector is
relatively small (under 2% of GDP and about 9% of total employment,
continuously declining). About 74% of agricultural land is located in regions with
unfavourable conditions for production (mostly mountainous and hilly areas in

Table 2.8. Budget for rural policy in Slovenia, 2007-13
Unit: million EUR

EAFRD
National 

co-funding
Total

%
of to

Axis 1: Improving the competitiveness of agricultural and forestry sector 302.8 99.2 402.0 34.1

Axis 2: Improving the environment and the countryside 474.3 118.6 592.9 50.3

Axis 3: Quality of life in rural areas and diversification of the rural economy 102.9 33.4 136.3 11.5

LEADER (Liaison Entre Actions de Développement de l’Économie Rurale) 27.0 6.8 33.8 2.8

Technical assistance 9.0 4.0 12.0 1.0

Total 916.0 261.0 1 177.0 100

Source: Government Office for Local Self-Government and Regional Policy.

Figure 2.10. Allocation of funds by rural development programmes 
in EU countries 2007-13

Total funds (EAFRD + national funds)

Source: OECD, based on DG Regio.
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the west and south of the country) and is used mainly as permanent grassland.
Since independence, changes in agricultural policy have been modelled on the
EC Common Agricultural Policy (CAP) towards higher direct producer support.
Following the EU wine reform in 2007, Slovenia has transferred part of its
EU funding (EUR 4.2 million) to rural development measures and has used it for
maintaining steep-slope vineyards under an extended agri-environmental
package of Axis 2 since 2010. Another possibility for farm diversification concerns
renewable energy production (Box 2.4). On the other hand, many Slovenes
reportedly combine full-time jobs and their own small farms. A future orientation
could be to further promote farm tourism (e.g., ecological farming).

Like many OECD countries, Slovenia is confronted with policy gridlock
when place-based policy is interpreted as a policy whose chief goal is to
“maintain people in a place”. Both regional policy and agricultural policy in
Slovenia have been driven by persistent concerns to maintain so-called
minimal settlement patterns and to provide open-ended assistance to people

Box 2.4. Example of farm diversification and renewable 
energy production in Slovenia

A project to install a rooftop solar power plant in an organic farm in the

Gorenjska region was selected to receive a grant of EUR 411 564 under Axis 3

“Quality of life in the countryside and diversification of rural economy”

between May and December 2008.

The family organic farm Košir is located in a mountain area. It is mainly

engaged in beef production. The farm had already developed a complementary

activity and source of income via small-scale processing of wood into wood

chips. The project to install 462 m2 of photovoltaic modules on part of the roof

allowed the farm to produce enough solar energy for 23 households. All energy

produced is sold to an electricity system and has contributed to the reduction

of greenhouse gas emissions in the area. The farm is also heated with a

modern wood biomass boiler. The production of solar energy represented an

upgrade of the existing on-farm utilisation of renewable sources. This is

currently the biggest on-farm solar power plant in Slovenia. It has attracted

many new visitors and made them more aware of renewable energy potential.

The project received the award of the best project for the use of renewable

energy from the newspaper Finance together with the Ministry of Environment

and Spatial Planning. Key factors of success were the farm’s entrepreneurial

attitude to meet new challenges, combined with efficient R&D support to a

project that without EAFRD co-financing, would not have been carried out.

Source: Study on Employment, Growth and Innovation in Rural Areas, by ECORYS Nederland BV, for
the European Commission, Directorate-General for Agriculture and Rural Development,
December 2010, http://ec.europa.eu/agriculture/analysis/external/employment/good-practices_en.pdf.
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living in rural areas. The argument is that Slovenia’s land surface is so small
that it cannot afford not to use its whole territory, although it is not clear why
this should be so, given low population density. The process of encroachment
of agricultural land by forest is considered a major threat, given that the share
of forest in the national territory (around 66%) already ranks among the largest
in Europe. The abandonment of agricultural activity in these areas has been
one of Slovenia’s major agri-environmental concerns since the 1980s. The
Ministry of Agriculture has been actively promoting the positive externalities
that stem from preserving agricultural landscapes – which other OECD
countries have also pursued (Box 2.5) – and has supported the typology of
regions targeted by the new Law on Balanced Regional Development. At the
same time, the overall trend in Slovenia is away from the predominance of
professional full-time farmers and many farmers draw half of their income
from complementary activities (such as tourism). A rigorous cost-benefit
analysis would allow for a sound assessment to better inform policy making
and support societal choices.

Box 2.5. Financing landscape conservation by agro-tourism 
in the Weissensee area, Austria

The community of Weissensee is located in the Alps in the South of Austria.

Weissensee is one of Austria’s most tourist-oriented communities in which

agriculture is closely connected to the tourist industry. The agricultural

landscape represents an important input factor for the production of tourist

services. In order to protect the rural landscape a landscape preservation

program has been set up and a private organisation, called the Landscape

Conservation Organisation. This organisation has set up comprehensive

production and landscape guidelines to be followed by farmers seeking

monetary compensation for non-commodity outputs. Based on a set of criteria,

the objective degree of difficulty in cultivation at the farm level is determined

and this is translated into a point system. The payment of an individual farmer

depends on the multiplication of his score with the number of hectares under

cultivation. In order to be entitled to payments, a farmer has to respect several

conditions with respect to livestock density, not using chemical fertilisers, etc.

All 26 farmers in Weissensee participate in the programme. The average

monetary compensation per farmer was EUR 1 677. The landscape preservation

programme is financed by payments of tourists spending their vacation in the

areas. Around 5% of the local tourist tax is directly transferred to the Landscape

Conservation Organisation for compensating landscape cultivation. In 2001, this

amounted to EUR 25 500. The organisation received additional revenues of

EUR 18 100 from the community budget.

Source: OECD (2008c).
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Sectoral policies operating in silos tend to send contradictory signals to
rural areas. In many OECD countries, it is increasingly complex to combine
two policy goals, such as keeping farmers afloat in rural areas (often a major
preoccupation of the Ministry for Agriculture) and rationalising public service
delivery (priority of other ministries such as the Ministry of Transport). Several
OECD countries are struggling to address the multidimensional nature of rural
development challenges, which is reflected in overlaps or contradictions
between rural development programmes and the various programmes to
promote both competitiveness and cohesion in low-density areas (Box 2.6).
There are, however, several possible complementarities between the Rural
Development Programme and regional policy programmes in Slovenia
(Table 2.9). For example, Axis 3 of the Development Programme for the quality
of life in rural areas and diversification of the rural economy could be more
closely co-ordinated with Priority Axis 3 for the integration of natural and
cultural potential and Priority Axis 4 for the development of regions within OP
SRDP, as well as OP HRD.

Box 2.6. Examples of policies to preserve low density regions 
in selected OECD countries

In Norway, policy measures in favour of peripheral and declining areas are

largely based on the automatic application of pre-defined fiscal and grant

mechanisms in favour of firms present in zones defined by objective economic,

demographic and geographical indicators highlighting strong handicaps in

terms of accessibility, low population density and depopulation. Differentiated

social security contributions constitute since 1975 a form of permanent aid to

firms so as to favour employment in targeted regions. Lower rates to gross

salary payments, between 0 to 10.6%, as compared to 14.1% in non-aided areas

for 2007-13, are applied. This is completed by modulation of investment aid

levels, favouring most difficult areas as well, with ceilings of 35% for small

firms, 25% for medium-sized enterprises and 15% for big companies. Both

mechanisms apply in areas spread all over Norway, covering 25% of the

population, in many cases with densities below or only slightly above two

inhabitants per km2. Norwegian authorities consider such support to be the

most effective and efficient way of stimulating employment in rural and

peripheral regions suffering from depopulation. The advantages thus

underlined relate to administrative simplicity, direct and substantial impact on

employment opportunities and expected real income, with neutral application

across sectors. Support, directly linked to the costs of employing persons in

these areas of Norway, is automatic and transparent.

In Portugal, the Mainland Rural Development Programme 2007-13 run by the

Ministry of Agriculture focuses on low-density areas. It makes a distinction
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Box 2.6. Examples of policies to preserve low density regions 
in selected OECD countries (cont.)

between three categories of zones: disadvantaged zones, Natura 2000 zones,

and rural zones. There are significant overlaps between the three categories:

for example, 94% of “rural zones” are located in “disadvantaged zones”. The

Programme is financed by the EAFRD (total of EUR 3.5 billion). It proposes four

lines of action: promoting competitiveness; promoting knowledge and skill

development; promoting sustainable rural development; and promoting the

economic dynamisation of the rural world. At the same time, PROVERE

(Programme for the Economic Valorisation of Endogenous Resources) was

promoted by the Ministry for Environment, Spatial Planning and Regional

Development. The programme aims to offer selective support for bottom-up

initiatives that valorise specific local resources, mainly in low-density areas

(although the area does not have to be continuous, considering the weakness

of the institutional fabric). The methodology is based on a call for projects, a

pre-selection of preliminary projects, an evaluation of the projects by “peering

committees” composed of experts and representatives of Ministries, and a

final selection of projects. Projects are planned to be financed by the

Operational Programmes of the NSRF 2007-13.

Source: OECD (2007), Territorial Review of Norway; OECD (2008), Territorial Review of Portugal.

Table 2.9. Possible complementarities between agricultural policy and regional poli
in Slovenia

Agricultural policy Regional policy

Axis 1. Improving the competitiveness 
of agricultural and forestry sector

OP SRDP
Priority Axis 1. Competitiveness and research excellence
Priority Axis 2. Economic development infrastructure
Priority Axis 3. Integration of natural and cultural potential
Priority Axis 4. Development of regions

Axis 2. Improving the environment 
and the countryside

OP DETI
Priority Axis 1. Railway infrastructure
Priority Axis 2. Road and maritime infrastructure
Priority Axis 3. Transport infrastructure
Priority Axis 4. Municipal waste management
Priority Axis 5. Environment protection water sector
Priority Axis 6. Sustainable use of energy

Axis 3. Quality of life in rural areas 
and diversification of the rural economy

OP HRD
Priority Axis 1: Promoting entrepreneurship and adaptability
Priority Axis 2: Promotion of the employability of job-seekers and inac
Priority Axis 3: Development of human resources and of life-long learn
Priority Axis 4: Equal opportunities and reinforcing social inclusion
Priority Axis 5: Institutional and administrative capacity

LEADER

Source: OECD elaborations.
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Intra-regional and cross-border railway transport needs to be enhanced

Road investment

Road transport has long been a priority for Slovenia. The share of public
investment in transport, communication and energy in national GDP is just
above EU average (Figure 2.11). Like many OECD countries, Slovenia initially
prioritised investment in motorway networks. Consequently, the modal split
of passenger traffic showed a steep rise in the use of private cars and an
equally steep decline in the use of buses in the early 1990s, which has
stabilised in recent years (Figure 2.12). The continued increase in overall car
traffic in 2001-09 seems to have been driven primarily by a “catching-up”
process in the poorest regions; the number of cars per 1 000 inhabitants
remains highest in the border regions close to Italy (Figure 2.13).

At the same time, attention must be given to the long-term environmental
sustainability of the transport system. The transport planning process involves
compulsory co-ordination between the Ministry of Transport and the Ministry
of Environment and Spatial Planning (e.g., environmental assessment studies in
Natura 2000 sites), followed by consultations with local authorities. This stage
of co-ordination and consultation is currently very time-consuming and has
generated substantial tension between ministries and between levels of
government. Municipal road projects tend to dominate within regional

Figure 2.11. Total public expenditure in transport, communication 
and energy as a share of GDP and in EUR per capita (2008)

Source: DG Regio, Working paper, No. 03/2010, “Patterns and Trends of Public Investment in the New Member Stat
the European Union, 2010”.
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development programmes under OP SRDP, because such projects are relatively
easy to submit given the short deadlines for the submission of applications for
funds. Both horizontal and vertical collaboration need to be strengthened in
order to avoid the proliferation of small-scale transport projects with little long-

Figure 2.12. Modal split of passenger traffic between 1990 and 2008
Unit: % of total passenger traffic

Source: Eurostat.
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Figure 2.13. Number of passenger cars per 1 000 inhabitants by region between 200
and 2009

Source: Statistical Office of Slovenia.
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term impact on regional economic growth (see Chapter 3 for more detailed
discussion of collaboration mechanisms).

Railway investment

Slovenia is focusing on increasing railway investment. The OP DETI is
devoting the highest share of funds (27.5%) to railway infrastructure (Table 2.10).
The railway system is divided into main railways and regional railways, both
managed by the national government. There are usually good connections to
the capital (with a few exceptions, chiefly in border areas) but usually less
smooth intra-regional connections. A new national railway programme is
currently being elaborated to define investment and maintenance needs. The
plan will need to focus on: extending connections from Koper, where freight
traffic is heavily saturated (see below); better equipping the borders with Italy
and Hungary; and better connecting Ljubljana with the Austrian border
(feasibility studies have already been carried out). Facilitating intermodal
transport could also help to use railways more effectively. For example,
timetables of bus and trains have been harmonised in some cases and a single
ticket for bus and train will be introduced. A new agency for public transport is
to be created in 2011. In terms of financing, the parliament approved a law for
the cross-financing of railway (transferring revenues from car taxation to
expenditure for railway infrastructure) in April 2010. This will bring in around
EUR 100 million per year. Given the significant investment required to upgrade
the system (e.g., to bring it up to a speed of 160 km per hour), more public-
private partnerships could help further increase funding and accelerate the
modernisation of the network.

Table 2.10. Breakdown of the Operational Programme on the Development 
of Environmental and Transport Infrastructure 2007-13

Unit: EUR

EU National Total % of 

Priority Axis 1. Railway infrastructure 449 567 581 79 335 456 528 903 037 27

Priority Axis 2. Road and maritime infrastructure 241 370 738 42 594 837 283 965 575 14

Priority Axis 3. Transport infrastructure 224 029 886 39 534 686 263 564 572 13

Priority Axis 4. Municipal waste management 205 568 426 36 276 782 241 845 208 12

Priority Axis 5. Environment protection water sector 325 483 339 57 438 237 382 921 576 19

Priority Axis 6. Sustainable use of energy 159 886 553 28 215 275 188 101 828 9

Technical assistance 29 693 221 5 239 981 34 933 202 1

Total 1 635 599 744 288 635 254 1 924 234 998 10

Source: Government Office for Local Self-Government and Regional Policy.
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Cross-border connections

Cross-border connections are receiving important investment.
Traditionally, Slovenia has been a transit country, as it was specialised in
intermediate goods rather than in major industries of its own. Considering its
location between five countries and its small size, it has been estimated that
43% of Slovenia is located within 10 km of a border; 44% of all municipalities are
located within 10 km of a border; and there is an average of 65.1 cm of border
per citizen. Slovenia’s level of integration within Pan-European corridors can
determine its contribution to the objective of seamless road and rail transport.
Slovenia has made progress in enhancing cross-border projects in its
2007-13 programme compared with 2004-06. Several railway projects have
already been put into action or are about to be. In 2010, Slovenia, Croatia, Serbia,
Macedonia and Bosnia Herzegovina jointly set up the railway company Cargo 10
for freight trains on Corridor Ten, which will connect markets between
Germany and Turkey. On Corridor Five, intense negotiations are underway to
build a new double-track railway line between Koper and Divača where it will
meet the line from Trieste. In the near future, Slovenia’s active involvement in
the design and implementation of the EU Danube strategy will be instrumental
(Box 2.7). Preparations for the Danube Strategy are co-ordinated by the
Government Office for Development and European Affairs, while line ministries
are in charge of particular areas of co-operation and concrete projects. Close
collaboration between the Government Office for Development and European
Affairs and the Government Office for Local Self-Government and Regional
Policy will be crucial, particularly on the implementation of OP DETI.

While cross-border regional co-operation is strongly supported by the EU
as a bottom-up tool for reinforcing integration among member countries, the
experience of OECD countries suggests that specific programmes have not
automatically resulted in the establishment of new public-private alliances to
address cross-border regional development issues. Collaboration has worked
best where it was oriented towards a few pragmatic purposes and driven by
the private sector and local governments (Table 2.11). This pattern is most
often visible in North America for example, where governance structures tend
to be more flexible.

Port investment: the case of Koper

The modernisation of the railway system and the proximity of Corridors
Five and Ten promise further growth for Slovenia’s only seaport, Koper. Traffic
volumes over 2002-10 rose by 58% in Koper, the highest growth rate among
Northern Adriatic ports. As a result, the market share of Koper has increased
steadily, from 8.8% of the total volume of the four main seaports in the
Northern Adriatic (Trieste, Ravenna, Venice and Koper) in 2002 to 14.1%
in 2010. Yet Koper is not performing particularly well in comparative studies of
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port efficiency. For example, it ranks among the least output-efficient ports in
a recent comparative study of 86 container ports across the world (Herrera and
Pang, 2008). Although other studies do not find Koper among the least efficient
ports, they do not find very high efficiency scores either (Cullinane and Song,
2006; Liu, 2010). This is in line with a broader set of indicators of logistics
performance throughout the world, in which Slovenia ranks 57th, with

Box 2.7. EU Danube Strategy

In June 2009, the European Council asked formally the European

Commission to prepare an EU Strategy for the Danube Region (the so-called

Danube Strategy) before the end of 2010. The Danube Region covers parts of

eight EU countries (Germany, Austria, Hungary, Czech Republic, Slovak

Republic, Slovenia, Bulgaria and Romania) and six non-EU countries (Croatia,

Serbia, Bosnia and Herzegovina, Montenegro, Ukraine and Moldova),

i.e. around 115 million people.

The Danube Strategy is required to comply with the principles of financial,

institutional and legislative neutrality, i.e. without establishing any new

institutions, adopting new legal acts or mobilising additional funds from the

EU budget. The objective is to foster closer co-operation among existing

institutions and more efficient use of available funds. For example, around

EUR 100 billion have been allocated from Cohesion Policy (ERDF, ESF and

Cohesion Fund) for the 2007-13 period. Moreover, 41 Territorial Co-operation

Programmes cover a geographical area that includes the Danube Region.

The preparation of the Danube Strategy was conducted in two phases. During

the first phase, which was concluded in June 2010, the Commission organised a

public consultation via a special webpage, where the interested parties could

publish their proposals and initiatives. The Commission also held public

conferences and roundtables hosted by the European Parliament. During the

second phase, the Commission drafted the text and submitted a proposal for the

Strategy in December 2010. Its final version is expected to be approved by heads

of state and government during the EU Council session in June 2011.

The proposed Strategy contains a detailed action plan focusing on four

pillars: i) connecting the region (improving mobility, boosting sustainable

energy and promoting culture and tourism); ii) protecting the environment

(restoring water quality, managing environmental risks and preserving

biodiversity); iii) building prosperity (developing research capacity, education

and information technologies, supporting the competitiveness of enterprises

and investing in people’s skills); and iv) strengthening the region (stepping up

institutional capacity and improving co-operation to tackle organised crime).

Source: European Commission (2011), http://ec.europa.eu/regional_policy/co-operation/danube/
index_en.htm.
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relatively poor scores on such criteria as the ease of arranging competitively
priced shipments and the frequency of timely shipments (World Bank, 2010).
However, not all assessments are similarly critical: in the World Economic
Forum’s Global Competitiveness Report (2010), Slovenia ranks 39th (out of
139 countries) on port infrastructure, considered to be a competitive
advantage for the country (WEF, 2010).

Port-related activities in Koper have important spill-overs to other
regions in Slovenia. The maritime sector represented 6.5% of all employment
and 12% of the value added created by all non-financial sector firms in the
coastal area of Slovenia in 2004 (Bole et al., 2006). In addition, there are indirect
economic effects generated by the port, with a multiplier estimated at 1.98,
similar to those found in studies of other ports in Europe. The employment
multiplier at the national level has been calculated at 2.96; and a 1% increase
of freight throughput in the port of Koper was found to lead to the creation of
value added equivalent to 0.03% of Slovenian GDP in 2004 (Bole et al., 2006).

It is, however, unclear to what extent the port is exploited as an asset for
regional economic development. There are maritime services in Koper, including
ship brokers, ship finance insurance and consulting, although some freight
forwarders have chosen to locate in Ljubljana instead. Several well-developed
ports in Europe have attracted a range of activities that add value to freight flows,
such as packaging, processing, storage and distribution centres. Such activities
are more rarely seen in Koper and the Southern Primorska region to which Koper
belongs, which could be explained by the relatively small market size of the
region and its limited coastline. The 2007-13 regional development programme
for Southern Primorska stresses the importance of the port but does not contain
a vision of how the ports-related activities could be expanded into a logistics
cluster of high excellence and value added. Most of the instruments falling under

Table 2.11. Types of cross-border co-operation in OECD countries

Regional identity 
or common value 

(multi-faceted)

Regional identity 
or common value 

(narrow)

Economic 
interdependency 

(price factor)

Economic 
interdependency

(technology)

Examples TriRhena, Öresund Baltic Region, US-Canada San Diego-Tijuana US-Canada

Leader Public sector (especially 
local government)

Public sector Private sector’s strong 
involvement

Private sector’s strong
involvement

Scope Multi-faceted (place-based 
integrative approach)

Narrow (function-based 
approach)

Narrow (function-based 
approach)

Narrow (function-bas
approach)

Geographic scale Clear-cut Fuzzy Fuzzy Fuzzy

Temporal stability Stable – Unstable in the long run Stable

Institution Mono-centred hierarchy, 
multi-faceted

Poly-centred network, 
issue-focused

Poly-centred network, 
issue-focused

Poly-centred network
issue-focused

Source: OECD (2009), Trans-Border Urban Co-operation in the Pan-Yellow Sea Region, OECD Publishing, Paris, Table A.2 p
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this programme, such as technology parks, incubators and entrepreneurship
promotion, are disconnected from the port-related economy.

Speeding up the investments to improve hinterland connections will be
essential to facilitate the development of Koper as a logistics hub. Only 32% of
the total throughput in the port of Koper was servicing Slovenia in 2009; two-
thirds of the freight was linked to other countries, particularly Austria, Italy
and Eastern Europe. In its development strategy for 2006-15, the port of Koper
has declared its ambition to become the leading port and logistics hub
servicing Central and Eastern Europe (Port of Koper, 2010). However, it is clear
that some of these hinterlands, such as Austria, where Koper is the second-
biggest port supplier, are contested by formidable competitors that are located
further away, such as Rotterdam and Hamburg (De Langen, 2007; Notteboom,
2010). One of the strengths of Koper in comparison to neighbouring ports has
been the neat co-ordination of port services with freight railway services in
Slovenia: according to information from the port of Koper, approximately 60%
of all cargo coming from or going to the Port of Koper use railways, which is
one of the highest rates in the European Union. In competing for contested
hinterlands in Europe, Slovenia will need to sustain this advantage by
expanding its hinterland connections more rapidly. The doubling of the
railway track between Koper and Divača – allowing for more frequent
connections with Eastern Europe and Central Europe – will in most likelihood
only be completed in 2017. This investment could be accelerated, in order to
sustain Slovenia’s position in contested hinterlands.

Facilitating cross-border co-operation will also be crucial. There are many
interrelations between the four main ports in the Northern Adriatic, which are
to a large extent complementary. The links between these ports, in terms of
inter-port shipping movements, are much stronger than those with the other
ports that surround them, such as other Italian ports (e.g., Ancona) and ports
in the Western Balkans such as Rijeka, Split, Bar and Durres (Table 2.A1.4 in
Annex 2.A1). The four large Northern Adriatic ports are to some extent
complementary, especially Koper and Trieste, located 10 km from each other.
This becomes evident from specialisation patterns, diversification indexes,
foreland connections and market orientation.

Trieste and Ravenna are very specialised ports, whereas Venice and Koper
– despite their smaller traffic volumes – are both very diversified (Table 2.12).
Both Venice and Koper have commodity diversity scores similar to Hamburg
(1.42 in 2010), the third largest European seaport, despite the fact that
Hamburg’s traffic volumes are seven times those of Koper.14 At first sight,
there might appear to be some overlap of port specialisations, with both
Trieste and Venice specialised in liquid bulk, and both Ravenna and Koper
specialised in dry bulk (Table 2.13). However, when looking at a more detailed
breakdown by commodities, it becomes clear that these specialisations are
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divided: Trieste mainly deals with crude oil (73% of its traffic) and Venice with
refined oil products (42%); Koper is the leader in coal, ores and new cars,
whereas Ravenna is more specialised in agricultural products and other dry
bulk. In some commodities, such as ores and forestry products, the port of
Koper has hardly any competition from other Northern Adriatic ports. The
main competitor in the largest commodity categories for Koper (containers
and coal) is Venice (Table 2.14). The commodity categories where Trieste and
Koper compete are containers, perishable goods, general cargo and timber, but
Koper is not dealing with Trieste’s main commodity, crude oil. This is also

Table 2.12. Commodity diversity of Northern Adriatic ports (2010)

Commodity 
diversification index

Total tonnage 
(first half 2010)

Koper 1.32 7 311

Venice 1.30 12 203

Ravenna 0.88 13 617

Trieste 0.88 16 773

Source: OECD Secretariat calculations based on data from Eurostat.

Table 2.13. Port specialisations in the Northern Adriatic Sea (2010)

Liquid bulk (%) Dry bulk (%) Containers (%) RoRo (%) Other freight (%)

Trieste 81 4 3 9 2

Ravenna 23 55 7 1 15

Venice 50 28 11 3 7

Koper 18 41 28 3 10

European average 41 25 17 11 6

Source: OECD Secretariat calculations based on data from Eurostat and Port of Koper.

Table 2.14. Competitors in the main commodities of the port of Koper (2010)

Containers Coal Refined oil Ores

1. Koper 1 738 1. Koper 1 615 1. Venice 5 169 1. Koper 1 034

2. Venice 1 312 2. Venice 1 083 2. Ravenna 1 503 2. Trieste 184

3. Ravenna 891 3. Ravenna 260 3. Koper 1 344 3. Venice 113

4. Trieste 578 4. Trieste 94 4. Trieste 758 4. Ravenna 69

Agricultural products Forestry products Iron ores and steel Other dry bulk

1. Ravenna 1 489 1. Koper 385 1. Ravenna 1 546 1. Ravenna 5 706

2. Venice 699 2. Ravenna 19 2. Venice 743 2. Venice 1 562

3. Koper 373 3. Trieste 10 3. Koper 317 3. Koper 309

4. Trieste 139 4. Venice 0 4. Trieste 208 4. Trieste 302

Source: OECD Secretariat calculations based on data from Eurostat.
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reflected in hinterlands: the port of Trieste is more oriented on Italian market
and Bavarian market for crude oil; the port of Koper is serving Slovenia,
Austria, Hungary, Slovakia, the Czech Republic and the Balkans.

A comparison of links between Koper and Trieste with other ports in the
world shows the overlaps in their maritime forelands, at least with respect to
container traffic. These port links and their intensity can be measured by
counting the number of times that container vessels go from one port to
another, using the shipping movement database of Lloyd’s Maritime
Intelligence Unit (LMIU). The port links of Koper and Trieste are highly
correlated (Figure 2.14); this relationship is even stronger if only
intercontinental port links are taken into account and links with European
and Middle Eastern ports are excluded (in that case the correlation index
(R squared) would be 0.92). This indicates that for almost all ports with which
Koper is doing business, Koper and Trieste are considered to be one functional
port even if their specialisations suggest they are not really competing.

There might be benefits from closer co-operation between the ports of
Koper and Trieste, which presents a long-term future opportunity. Their
specialisations complement each other, so functional co-operation could
spread risks, which could be relevant considering that economic crises have
different impacts according to port specialisation (Pallis and De Langen, 2010).
The commodity diversity mix of a combined port Koper-Trieste would be 1.45,
a high score by European standards. More co-operation could also facilitate

Figure 2.14. Links between the port of Koper and Trieste with other ports 
(2006)

Note: This figure includes all the ports with which either the port of Koper or the port of Trieste (or both
of them) had more than 100 000 connections in terms of container ship vessel movements, arriving or
departing from that port.

Source: calculations OECD secretariat based on data from LMIU.
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larger trade volumes that would be necessary to sustain interest from global
shipping lines. Finally, it could take the form of better co-ordination of
investments in port and terminal infrastructure.

Despite initiatives in the past, no such policy of co-operation exists at the
moment. The port of Koper obtained in 2000 a stake in the 30-year concession
for managing a container terminal in the port of Trieste. However, this stake
was sold in 2004 as the two businesses were reportedly too different to be
commonly managed. In 2007, Luka Koper via its daughter company Adria
Teerminali and other strategic partners also competed for the concession of
the General Cargo Terminal (Scalo legnami) in Trieste, but unsuccessfully.
Since then, relatively few initiatives for co-operation have been undertaken.
In 2009, the four main ports created the Northern Adriatic Ports Association
(NAPA), which a fifth port (the Croatian port of Rijeka joined in 2010, but it has
so far conducted only promotional operations and European projects, rather
than co-ordination of strategic decision making. This is well illustrated by the
fact that the port of Venice last year announced unilaterally its intention to
develop a large offshore container terminal, without co-ordinating this with
the other Northern Adriatic ports and their investment programmes. Similar
unilateral decision making is taking place with respect to the project of a new
container terminal in Trieste and Monfalcone, supported by Unicredit.
Functional co-operation could take the form of co-ordinated planning, a
common master plan or crystallise along a project of common interest such as
a direct freight railway link between Koper and Trieste.

2.3. Upgrading skills through regional policy

Many OECD countries have entertained expectations that improvements
in physical infrastructure will generate productivity gains for local businesses
and increase the attractiveness of an area for investment. However, the
experience of OECD countries suggests that the construction or upgrading of
transportation infrastructure does not automatically have a positive impact on
a region’s economic growth (OECD, 2009f). If regional policy concentrates only
on providing capital in the form of infrastructure, reducing inter-regional
transport costs makes it cheaper for firms to concentrate in the core regions,
reap the benefits of agglomeration economies and ship their goods to the
periphery. A lagging region may therefore end up losing economic resources
(the “leaking by linking” phenomenon). Thus, investment in infrastructure
often needs to be combined with investment in building human capital and
innovation and improvements in the business environment. Slovenia spends
the smallest share (18%) of its 2007-13 allocation of Structural Funds on
human resource development, which covers a wide range of initiatives
ranging from promoting entrepreneurship to social inclusion and institutional
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capacity (Table 2.15). It is all the more important to maximise the impact of
investment at the relevant spatial scale.

Regional human capital needs to be improved

More effective inter-municipal collaboration in primary and lower 
secondary education

The division of responsibilities between national and local governments in
early childhood education and care (ECEC) could be better balanced. Access to
high-quality ECEC is increasingly recognised as a means to improve educational
outcomes much more effectively than policy interventions that take place at a
later stage. It also helps to improve the labour market participation of women.
In Slovenia as in many OECD countries, there is a spatial mismatch in ECEC,
with excess demand in larger cities. Considering the disparate financial
conditions of municipalities and rising enrolments in kindergartens, many local
governments lack the resources to provide high-quality services. The standard
of ECEC services varies considerably. The Ministry of Education and Sport is
currently preparing an amendment to make financial remuneration to
kindergarten staff a part of the national budget, shielding the provision of ECEC
services from fluctuations in the financial health of local governments, and
simplifying kindergarten enrolment procedures. OECD (2011a) recommends
that the government should proceed with this amendment and conduct further
evaluations of the quality of pre-school institutions, while ensuring that the
body that conducts evaluations is properly resourced.

Adequate support for pupils with an immigrant background should be
maintained, especially in border regions. The primary and secondary education
systems perform well by international standards. In 2009, Slovenian pupils
achieved higher PISA scores15 for mathematics and science than OECD average
(see Figure 1.4 in Chapter 1). Slovenia also has one of the highest shares in the
OECD of population aged 25 to 64 that has completed at least upper secondary

Table 2.15. Financial allocation of OP HRD in Slovenia, 2007-13
Unit: million EUR

EU National Total
%
t

Priority Axis 1: Promoting entrepreneurship and adaptability 262 114 965 46 255 583 308 370 548

Priority Axis 2: Promotion of the employability of job-seekers and inactive 140 018 678 24 709 179 164 727 857

Priority Axis 3: Development of human resources and of life-long learning 164 661 965 29 057 995 193 719 960

Priority Axis 4: Equal opportunities and reinforcing social inclusion 63 848 517 11 267 386 75 115 903

Priority Axis 5: Institutional and administrative capacity 97 051 506 17 126 737 114 178 243

Technical assistance 28 003 739 4 941 838 32 945 577

Total 755 699 370 133 358 718 889 058 088 1

Source: Government Office for Local Self-Government and Regional Policy.
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education. However, pupils with an immigrant background, who constitute
around 10% of the pupils at the relevant age cohort and sometimes much more
in border regions, perform significantly worse than native students. The
2007 Strategy on the inclusion of children with an immigrant background
encourages developing materials and techniques to teach Slovenian as a second
language more efficiently and better informing parents about the school
system. In view of the increasing net flow of immigrants and a relatively large
population of immigrants currently residing in Slovenia, the measures
introduced by the Strategy should be maintained and adequately funded.

More effective inter-municipal collaboration could help increase spending
efficiency in primary and lower secondary education. Good outcomes in
primary and secondary levels are achieved at a high cost, since Slovenia
spends considerably more on basic education on a per-pupil basis than other
OECD countries with similar income levels, and average class sizes in primary
and lower secondary education are small. This suggests a margin of
manoeuvre for closer collaboration among municipalities to extend school
catchment areas. However, this is a politically sensitive issue since municipalities
compete to retain their own schools as an important component of local
dynamism and attractiveness. Many large municipalities already attract daily
commuting school childrenfrom smaller neighbouring municipalities
(Table 2.16). Rationalising basic education delivery requires well designed
incentives for effective partnerships among municipalities.

Co-operation between schools and local businesses could be encouraged to
start in upper secondary education. Compared with OECD countries, business
and industry have limited influence on school curricula in Slovenia (Figure 2.15).
RDAs have been the main promoters of pupil-employer relationships by
implementing regional scholarship schemes. The aim is to encourage local firms

Table 2.16. Top ten cities attracting more than 1 000 daily 
commuting schoolchildren

Rank City Number

1 Ljubljana 45 187

2 Maribor 24 350

3 Celje 11 400

4 Kranj 9 331

5 Novo mesto 8 193

6 Nova Gorica 5 192

7 Koper/Capodistria 4 659

8 Murska Sobota 4 654

9 Skofja Loka 3 543

10 Ptuj 3 314

Source: IMAD 2008.
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to award scholarships to pupils of local schools, whom they will eventually
employ. Regional scholarships are offered in secondary education and in tertiary
education. However, the implementation of regional scholarships has had mixed
success. For example, only 820 out of 2 100 scholarships were awarded in 2007.
The remaining 1 280 scholarships were targeted to mechanical engineers,
mechanical engineering technicians, miners, carpenters, and water technicians.
One possible explanation is that young people lacked interest in certain
professions and were reluctant to commit to an employer. Many are more
interested in pursuing their education and careers outside of their home towns,
in larger centres like Ljubljana. The number of awarded scholarships decreased
further to 1 326 in 2008-09, 450 in 2009-10 and 409 in 2010-11, also reflecting low
interest from local firms during the crisis.

More efficiency in tertiary education

Investing in tertiary education is a priority for Slovenia. Tertiary
attainment rates are growing but have failed to keep up with the OECD
average. Slovenia is the only OECD country where per-student spending at the
tertiary level is lower than that at lower levels of the education system
(Figure 2.16). Tertiary education in Slovenia is characterised by low inter-
regional mobility. Most students (around 65%) attend higher education
institutions in the region of their residence. In the absence of differential
tuition fees, the driving factor behind the low inter-regional student mobility

Figure 2.15. Business and industry have little influence on school curricula
Level of influence, percentage of students in reporting schools

Note: The statistical data for Israel are supplied by and under the responsibility of the relevant Israeli authoritie
use of such data by the OECD is without prejudice to the status of the Golan Heights, East Jerusalem and 
settlements in the West Bank under the terms of international law.

Source: OECD (2011a).
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Figure 2.16. Public expenditure by level of education in OECD countries
Unit: thousand USD, 2007

Note: Expenditure and GDP per capita in equivalent US dollars converted using purchasing power
parities. 2005 data for Greece, 2006 for Turkey. Annual expenditure on educational institutions. Public
institutions only for Canada (tertiary), Hungary, Italy, Poland, Portugal, Switzerland and Turkey.
Secondary education also includes primary education for Canada. For tertiary education Estonia and
Turkey exclude research and development activities. In Slovenia, there is no distinction between
primary and lower secondary levels of education. The statistical data for Israel are supplied by and
under the responsibility of the relevant Israeli authorities. The use of such data by the OECD is without
prejudice to the status of the Golan Heights, East Jerusalem and Israeli settlements in the West Bank
under the terms of international law.

Source: OECD (2011a).
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is the economic conditions of students and their parents. State cash support
represents less than 10% of the total income of students living away from
home, whereas this share is over 60% in Sweden and exceeds 40% in Finland,
the Netherlands and the United Kingdom (Eurostat, 2009). In 2007, the share of
Slovenian students studying abroad (2.1% of total enrolment) and the
proportion of foreign students in Slovenia (0.9% of total enrolment) were
among the lowest in both the EU and the OECD (IMAD, 2010).

Policy could help bolster inter-regional and international mobility in higher
education. The government recently approved the proposal for a new Resolution
on the National Higher Education Programme 2011-20, a long-term steering
document determining the goals, criteria and measures for higher education in
Slovenia. The resolution was sent to parliament in March 2011 and was adopted
in May 2011. According to the proposal, funding for higher education is to be
increased from 1.2% of GDP currently to 2% by 2020.16 One of the aims of the
proposal is to curb the increase in the number of newly established university
centres. Four public universities exist currently (University of Ljubljana,
University of Maribor, University of Primorska, and University of Nova Gorica).

Figure 2.16. Public expenditure by level of education in OECD countries (cont.)
Unit: thousand USD, 2007

Note: Expenditure and GDP per capita in equivalent US dollars converted using purchasing power
parities. 2005 data for Greece, 2006 for Turkey. Annual expenditure on educational institutions. Public
institutions only for Canada (tertiary), Hungary, Italy, Poland, Portugal, Switzerland and Turkey.
Secondary education also includes primary education for Canada. For tertiary education Estonia and
Turkey exclude research and development activities. In Slovenia, there is no distinction between
primary and lower secondary levels of education. The statistical data for Israel are supplied by and
under the responsibility of the relevant Israeli authorities. The use of such data by the OECD is without
prejudice to the status of the Golan Heights, East Jerusalem and Israeli settlements in the West Bank
under the terms of international law.

Source: OECD (2011a).
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Given the relatively small size of Slovenia there has been a debate on the
appropriate number and level of specialisation of universities. An alternative to
increasing the regional distribution of universities would be to facilitate student
mobility. To the extent that higher education institutions have a captive market,
they are less likely to strive to create quality study programmes that meet the
demands of the students and the labour market, as student mobility acts as a
mechanism to stimulate the quality and responsiveness of the education system.
Students in Slovenia enjoy generous benefits, such as grants for living expenses
(meals, accommodation, transportation and cultural activities) and state
scholarships, which constitute the only form of public subsidies for tertiary
education (Figure 2.17). More targeted scholarship and loan schemes for students
studying away from their region of residence could be introduced.

The role that higher education institutions, and in particular universities,
can play in regional development and innovation is diverse. OECD (2011c)
suggests that at least three models can be identified, operating at different
geographical scales: i) top-level universities have an international horizon,
attracting students and recruiting academic staff worldwide: their contribution
to regional growth is supply-push rather than demand-pull; ii) generalist
universities with a national scope are in a mixed position: they are usually large,

Figure 2.17. Composition of total public expenditure for tertiary education 
in OECD countries, 2007

Unit: %

Note: Public subsidies for education to households and other private entities. 2006 for Turkey, 2005 for Greec
statistical data for Israel are supplied by and under the responsibility of the relevant Israeli authorities. The use o
data by the OECD is without prejudice to the status of the Golan Heights, East Jerusalem and Israeli settlements
West Bank under the terms of international law.

Source: OECD (2011a).
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multi-disciplinary, sometimes very old and respected; in principle, they may
agree to collaborate with the regional system, but this may prove difficult in
practice; and iii) regional universities (which may follow a variety of
organisational models) have the mission of offering qualified training and of
carrying out applied research, usually with some correspondence with the
needs of regional industry (Laredo, 2007). In each case, there are different spaces
for regional action, according to the nature and scope of the knowledge activity
in question (Table 2.17). In the case of Slovenia where the university system is
highly decentralised (to the level of individual faculty), a major challenge is to
bridge the disconnect between academic research performance, other
knowledge producers such as research institutes, and economic sectors.

Regional capacities for broader forms of innovation should 
be strengthened

Most of Slovenia is composed of intermediate/rural regions. Small and
medium-size firms in these regions tend to need softer and broader forms of
innovation such as organisational innovation, but there is currently a lack of
targeted support mechanisms. Economic policy has been mostly input-driven
rather than informed by market-driven demand. In an OECD context, Slovenia

Table 2.17. Universities in the regional innovation system

Innovation-related 
activity

Production conditions Co-ordination conditions
Implications for regional innova

policy

Universities 
a) world-class

Global recruitment of academic staff Shaping the overall strategy and 
policy of universities is difficult

Top universities bring wealth 
to the region by attracting studen
staff and industrial collaboration

Large share of foreign students. 
International PhD programmes

The main goal of regional policy 
is to maintain a high quality of lif
and environment (e.g., student 
facilities, accommodation, servic

Industrial collaboration with 
multi-national corporations 
on a global basis

Universities 
b) mid-range 
and generalist

National academic staff Most difficult to co-ordinate: 
universities need regional funds 
but want to maintain their autonomy; 
they consider the regional dimension 
as a limitation

Need for a clear regional researc
strategy that identifies areas 
of common interest without bein
trapped in funding the overall 
university budget

Industrial collaboration mixed 
(national/regional)

However, they have limited 
attractiveness outside national 
boundaries

Universities 
c) regional 
model

Applied research focused on regional 
industry needs

Universities funded by regional 
government

Need for maximising the impact 
of regional universities across 
a wide range of innovation activiTraining students in professional 

and technical areas related to regional 
interests

Governance deeply influenced 
(e.g., regional representatives 
may serve on governing boards)

Source: Bonaccorsi, A. (2010), “Unbundling Regional Innovation Policies”, unpublished report for the OECD, quot
OECD (2011c).
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ranks rather well in terms of input indicators (R&D expenditure, number of
researchers, etc.) but less well in terms of output indicators (e.g., high-growth
innovative firms, high-tech exports, number of patents – although the latter may
reflect the fact that Slovenia is specialised in medium-tech industries, which
often do not require patents). The current National Research and Development
Programme has no specific regional focus. On the other hand, the OP SRDP
devotes almost half of its funding to competitiveness, research excellence and
economic development infrastructure (Table 2.18). Close co-ordination among
instruments and funds will help to avoid the dispersion of resources and the
proliferation of programmes with overlapping objectives.

Table 2.18. Financial allocation of OP Strengthening Regional Development 
Potential 2007-13

Unit: EUR

EU National Total
%
t

Priority Axis 1. Competitiveness and research excellence 402 133 645 70 964 762 473 098 407

1.1. Improvement of competitive capabilities of enterprises and research 
excellence: direct subsidies for joint development-investment 
projects, strategic research projects, R&D centres of excellence and 
development of research infrastructure of the centres of excellence

1.2. Promotion of entrepreneurship: subsidies for investment in new 
technical equipment for enterprises with 1-9 employees, subsidies 
for investment in new technical equipment for other SMEs

Priority Axis 2. Economic development infrastructure 396 934 393 70 047 246 466 981 639

2.1. Economic-developmental-logistical centres: co-financing of regional 
entrepreneurship training centres

2.2. Information society; co-financing of R&D projects in e-services and 
e-content, support in construction and maintenance of broad-band 
networks in local communities

Priority Axis 3. Integration of natural and cultural potentials 263 235 116 46 453 259 309 688 375

3.1. Development of tourism capacities, regional tourism services, 
youth tourism, etc.

3.2. Renovation of cultural monuments at local level

3.3. Sport and recreational facilities

Priority Axis 4. Development of regions 619 442 634 109 313 408 728 756 042

4.1. Regional development programmes

4.2. Development of boarder regions with Croatia

Priority Axis 5. Technical assistance 28 003 734 4 941 836 32 945 570

Total 1 709 749 522 301 720 511 2 011 470 033 1

Source: Government Office for Local Self-Government and Regional Policy.
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The efficiency of innovation policy could be enhanced by reducing the
administrative dispersion of responsibilities and the “implementation deficit”
(Box 2.8). In particular, the Government Office of Local Self-Government and
Regional Policy plays a pivotal role in the implementation of innovation policy.
The Office monitors all the public calls where co-financing by ERDF or ESF is
envisaged. In practice, it means that no public call can be issued until it is
cleared with this Office, which makes sure that the requirements set forth in
the call are in compliance with the regulations set up by the Slovenian
government and approved by the European Commission for the withdrawal of
Structural Funds.

Box 2.8. Challenges in Slovenia’s national 
innovation system

Slovenia’s public research system is marked by administrative dispersion,

rivalry among various stakeholders of innovation policy and a lack of inter-

ministerial and inter-agency transparency. The system of business support

services (business incubators, technology parks, platforms and centres, etc.) is

largely out of touch with business demands for assistance tailored to specific

phases of a firm’s life cycle (pre-start-up phase; start-up phase; expansion

phase and internationalisation phase). In parallel, the momentum of non-

technological innovations in the service sector (design, branding, marketing)

has been undercut by stringent access conditions for public funds. With no

stable, intra-government accord on unifying innovation efforts in the name of

key targets of innovation policy, policy co-ordination has remained an elusive

item. The institutional dispersion at the planning stage has undermined the

delivery of government support services for business R&D and innovation

activities. Frequent changes in policy measures and instruments have made

the innovation framework unstable and unpredictable, eroding the credibility

of new policy initiatives. As the government recognised in 2008, “there is

nowhere a systemic set of relevant interconnected measures brought together

within a single comprehensive strategy” (Republic of Slovenia, 2008).

Slovenia has made several attempts to shift the emphasis of innovation

policy measures away from freely-funded public R&D efforts (supply-driven

innovation efforts) to targeted, business-inspired innovation activity

(demand-driven R&D activity). Further initiative should be contemplated.

Rather than funding research centres directly the government should

consider giving financial incentives (e.g., “research vouchers”) to companies

to then hire research centres. Stronger innovative momentum in the

business sector has been increasingly recognised as a key input into

increased competitiveness. This has meant lifting innovation policy out of its

isolated position within supply-side policies (Bučar et al., 2010).
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In small countries like Slovenia, it is easy to make the case for selectivity
and concentration of resources, but at the same time policy makers may well be
reluctant to pick too few priorities. Because small countries do have limited
discretion in how wide a research agenda they can support, some priority
setting will be necessary (OECD, 2010b). Slovenia has had subsequent waves of

Box 2.8. Challenges in Slovenia’s national 
innovation system (cont.)

In line with this new approach, a Competitiveness Council was established

in early 2008 to create, improve and streamline collaborative linkages among

government agencies, knowledge institutions and the business community.

However, the new Council (an inter-governmental, public-private body with

nine ministers and six members from academic, research and business

institutions) ceased its activities in mid-2009. New initiatives to enhance the

efficiency of the National Innovation System have been announced in 2010,

providing for the creation of yet another Council of Science, Technology and

Innovation in 2011. Jointly run by the Ministry of the Economy and the Ministry

of Higher Education, Science and Technology (MHEST), the new Council’s

mandate is to render the diffusion of public R&D funds more responsive to

business needs. Concomitant changes in the funding mechanism of public

R&D funds would imply a reduction in the spending autonomy of Slovenia’s

powerful research institutions as well as improved screening and evaluation

procedures for research and innovation projects. In July 2010, the Ministry of

Economy put out tenders for the establishment of new development centres to

support the creation and expansion of firms. Overall, Slovenia needs to pursue

efforts to achieve a more simplified and streamlined business support system.

The government recently approved the Proposal of the Resolution on the

Research and Innovation Strategy of Slovenia 2011-20. The strategy aims to

introduce a more efficient system for governing the fields of research and

innovation, its annual assessment and an interim revision of the document

in 2015. It will enable greater autonomy for public research organisations,

which will have greater responsibility for forming human resources and

development strategies, while their assessment will be based on an evaluation

of their results and effects in science and the economy. The strategy also

emphasises the importance of technological and non-technological

innovations and determines goals and measures for establishing a

comprehensive network of supporting institutions for entrepreneurship and

the modernisation and enhancement of the efficiency of implementing

institutions. The strategy finally provides a series of measures to promote

entrepreneurship and a culture of creativity in society and education.

Source: based on OECD (2011a) and news release from www.mvzt.gov.si/nc/en/splosno/cns/news/
article/94/6960/685c8fdace.
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instruments to promote targeted support for innovation, including technology
parks and centres (1994), clusters (2001), technology networks (2003),
technology platforms, and Centres of Excellence (started in 2004-06 and
extended in 2007-13, see Box 2.9). Competence Centres were launched in 2010
to strengthen the development of new products, processes and services, with a
much stronger role of industrial partners, applied research and industry

Box 2.9. Centres of Excellence in Slovenia

In 2003, even prior to the acceptance of the Slovenian National Research

and Development Programme, the government decided to support the

establishment of Centres of Excellence by the Ministry of Higher Education,

Science and Technology (MHEST). Most important was the decision to engage

for this the resources available from the ERDF, first for 2004-06 and for the

continuation of the measure during 2007-13.

The first period led to the establishment of ten Centres of Excellence,

which combined research facilities at different public research units (both

institutes and universities are involved) with research units in the business

sector members of the centres of excellence. The formation of the Centres of

Excellence (CoE) provided an opportunity to join together key researchers and

their institutions in a particular science area regardless of their origin. The

experience of the first round of CoE was carefully evaluated (Mešl and Bučar,

2008) and the findings were incorporated in the new call for the

period 2009-13, which was issued and processed by MHEST in 2009. In the

second call, eight Centres of Excellence were selected, each receiving

approximately EUR 10 million for five years of their activity.

Among the positive characteristics, which are maintained in the current

formation of the CoE, are the following:

● Inter-disciplinarity, since the CoE joins together different scientific fields,

relevant for a particular area. This by itself has been a novelty for Slovenia

where public financing of basic and applied research is usually divided

according to the scientific fields and little cross- or inter-disciplinary

research finds sufficient financial support.

● Joining of the research teams at research institutes, at universities and in

business firms on equal footing.

● Joint sharing of the research equipment not only between the public

research units, but in particular with the business community. Most of the

high tech equipment for research in the areas where Centres of Excellence

have been established is for Slovenian circumstances extremely expensive

and only the formation of a CoE and the co-operation at such scale makes

it possible for the researchers to get access to this type of equipment.
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networks than in Centres of Excellence. After a call for proposals was issued in
mid-2010, seven Competence Centres were selected and awarded
EUR 6.4 million each (out of an overall budget of EUR 45 million).

In 2011-15, the Ministry of Economy will support the establishment of
17 development centres (RCSG) encompassing all regions of Slovenia in
principle, where there is a critical mass of knowledge, economic development,
business concentration and population (with total co-financing of around
EUR 180 million). According to OP SRDP, such centres will, “with regard to their
recognised competences and development possibilities, be able to include
business-industrial areas, logistics areas (zones), technology parks and
technology centres, regional business incubators, university pre-incubators
with offices for technology transfer, higher education and research centres,
inter-enterprise education centres and similar”. In 2008, PAEFI published the
first public call for the co-financing of the construction of technology parks
and business incubators within so-called “regional economic-logistic-
technology centres”, with approximately EUR 50 million dedicated for
the 2009-12. Two locations were selected, in Goriška region and the South-East
of Slovenia respectively. Criteria included the expected positive impact of
business development and logistics centre, involvement of knowledge
institutions, the number of companies involved, and financial aspects. A new
call for development centres was launched in summer 2010. The initiative will

Box 2.9. Centres of Excellence in Slovenia (cont.)

● Benefit for the postgraduate students and young researchers who could

use the sophisticated equipment for their research and participate in the

on-going research activities of the Centre.

At the same time, there have been several implementation obstacles

during the first round of CoE, especially since this was a new type of

organisational scheme. Most have been addressed with the changes

introduced in the second round of financing on CoE from 2009 on. A very

complex administrative procedure, referred to by the first CoE, has been

partly modified, but also special allocation of funds for the administrative

tasks of CoE are now provided under the on-going contracts. Overall, the

creation of the CoE has been a positive development, which due to the

restricted national resources would not have occurred without ERDF. The

policy-makers’ expectation is that the period of co-financing of CoE is long

enough to enable CoE to develop successfully in the scientific field to be able

to generate by themselves sufficient financial resources for its sustained

growth after the funding through ERDF ceases. This will depend as well on

the quality of linkages established with the business sector.
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need careful assessment and implementation to avoid further dispersion of
R&D and higher education capacities and to provide higher quality rather than
several underutilised infrastructure facilities with limited content.

The regional business environment should promote FDI 
and entrepreneurship

More effective incentives for attracting FDI in regions

A large body of literature has emphasised the positive impact of FDI and
foreign-performed R&D on domestic total factor productivity via the import of
technology, know-how and managerial expertise.17 Moreover, the potentially
growth-enhancing effects of FDI-induced spill-overs seem to be greater in
emerging economies,18 provided that other structural barriers do not impede
this process.19 The existence of such positive externalities suggests that there
may sometimes be a case for targeted measures to attract foreign direct
investors. However, recent research finds that the productivity benefits of FDI
are primarily internal to the enterprises acquired or started up rather than
through indirect positive spill-overs.20 To the extent that the impact of such
positive spill-overs is limited, care should be taken to limit the costs of FDI
promotion measures and to avoid deadweight losses (i.e. subsidising activity
that would have been undertaken even without the subsidy).

Slovenia has improved policies to encourage greater FDI by opening the
privatisation of state-owned assets to strategic investors, improving incentive
schemes for attracting foreign investors and providing corporate tax relief.
Nevertheless, OECD (2011b) finds that the system remains biased towards
export industries, as opposed to non-traded goods and service sectors. There
is also good reason to question the cost-efficiency of its special economic
zones. Slovenia has put in place Free Economic Zones (FEZs) and Free Customs
Zones (FCZs) in the port of Koper and the city of Maribor, recently extended to
the end of 2013. Firms operating in FEZs benefit from some VAT exemptions, a
lower corporate tax rate, generous tax allowances applying to investment in
the FEZ, and a reduction in the tax base used to calculate some labour taxes
for some categories of workers. Firms operating in FCZs are not liable for
payment of customs duties, nor are they subject to other trade policy
measures until goods are released into free circulation.

Creating exceptional conditions for specific enterprises risks distorting
markets and weakening competition, particularly given that much of the
attraction of the zones consists of nothing more than the opportunity to
secure lower tax rates and to escape some of the regulatory burden that
applies to other firms in the same sector. In essence, firms inside and outside
the zone may be in direct competition with one another and yet subject to
very different tax and regulatory arrangements. This may distort not only
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product-market competition but also the domestic labour market by granting
a small sub-population of firms a significant advantage when it comes to
competing for highly skilled workers. This points to the need for rigorous
evaluation of the costs and benefits of the special zones and, in particular, for
such evaluation to consider not only the direct costs to the budget but also the
broader costs in terms of possible market distortions. These must be set
against any productivity spill-overs the zones are meant to generate.

Facilitating land use and building permits

Procedures for acquiring land and building permits need to be streamlined
at the municipal level. In recent years, there has been important progress in
making it easier to establish businesses. The new e-VEM system of online
company registration has reduced the time and cost of establishing limited
liability companies. A unified system of measuring administrative costs has been
introduced, which has made it easier to undertake impact assessments of new
regulations. A Programme for the Reduction of Administrative Barriers is
facilitating the simplification of administrative procedures and reducing the
reporting burden for companies. Despite this progress in reducing red tape,
investors still face many barriers to acquiring and developing land. For example,
according to the World Bank’s Doing Business Survey 2011, Slovenia ranked 97th
out of 183 countries for the ease of registering property, a considerably lower
rank than other OECD countries (Figure 2.18). Supply constraints also reduce
the availability of land and push up prices, although this problem has partially
diminished as a result of the financial crisis. In line with efforts in other areas
of administrative regulation, steps to reduce the cost and complexity of land
acquisition and development need to be taken.

Supporting entrepreneurship in regions

Measures to promote entrepreneurship are implemented both at the
national and regional levels in Slovenia. At the national level, the Public
Agency for Entrepreneurship and Foreign Investment (JAPTI), which operates
under the Ministry of Economy, offers around EUR 30-40 million per year. At
the regional level, GOSP co-finances RDAs in regional microloan schemes and
regional guarantee schemes. Regional guarantee schemes aim to promote
entrepreneurship and SME development, and they exist in seven regions out
of 12. Each RDA is free to develop its own scheme. Measures to promote
entrepreneurship among women and young people are particularly important
to improve labour utilisation in certain regions and need to be further
supported. The Atlantic Canada Opportunities Agency (ACOA) offers an
interesting experience in this regard (Box 2.10).

More effective support for social entrepreneurship could help to boost
regional and local economies. The fact that Slovenia is a transition economy
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places it in a unique position to explore concepts related with “social
entrepreneurship” or “social innovation”, whereby the benefits of a market
economy and social-communal development could be mutually compatible.
OECD (2010c) emphasises that, although the ambiguity of the suffix “social”
vis-à-vis the past socialist system creates some potential for confusion, Slovenia
has considerable potential in developing the social economy. It ranks among the
countries with the highest share of civil society organisations (1.02 civil society
organisation per 1 000 inhabitants) in the OECD and beyond. Some of these
organisations are inherited from the past (e.g., co-operatives, mostly in
agricultural and forestry sectors), while others have been established more
recently (such as zavods, i.e. institutes, foundations, associations, religious
organisations, etc.). For example, the association Mozaik has promoted the
employment of disabled and disadvantaged people in new activities using
traditional agricultural techniques in the Pomurje region (Box 2.11). A new law
on social entrepreneurship was adopted in March 2011 and it is expected to
further promote social inclusion at a time when the crisis has put substantial
pressure on the labour market. A key challenge will be to support social
enterprises in a way that recognises their specific characteristics (e.g., non-
taxability of profits) and to scale up the capacity of social enterprises through
partnerships with local and regional authorities.

Figure 2.18. World Bank Doing Business 2011 rankings
Rank among 183 countries

Note: Economies are ranked on their ease of doing business, with first place being the easiest. The higher the b
more difficult the business conditions. Zone aggregates are unweighted averages of rankings. Central and E
European countries that are also OECD members: Czech Republic, Hungary, Poland and Slovak Republic. Eur
countries prior to enlargement in 2007.

Source: OECD (2011c.
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Box 2.10. Supporting women entrepreneurship and young 
entrepreneurship in Canada

Since its creation, the Atlantic Canada Opportunities Agency (ACOA) aims

to increase the number of Atlantic Canadian entrepreneurs. To achieve this,

investments are made primarily through contributions to non-commercial

organisations, such as business associations, economic development

associations and educational institutions, which in turn, undertake activities

that foster entrepreneurship and business skills development. The primary

initiatives supporting these investments are the Women in Business

Initiative (WBI) and the Young Entrepreneur Development Initiative (YEDI).

Improving the competitiveness of women business owners

The Agency invests in customised programming to increase the

competitiveness of women business owners in Atlantic Canada. ACOA’s

Women in Business Initiative (WBI), established in 2002, provides funding to

business support organisations that help women to grow their businesses.

Financing, training and encouragement to explore international markets, and

developing innovative ways to do business are some of the services provided

through this initiative. ACOA’s work to support women in business is captured

in a range of activities the Agency has pursued in the last five years:

● Assistance to five Atlantic Canadian business support organisations to

provide women entrepreneurs throughout Atlantic Canada with business

planning, counselling and mentoring support. In 2006-07 alone, these

organisations conducted approximately 4 200 business counselling

sessions with more than 1 800 women.

● Various business skills development activities targeting women

entrepreneurs, such as workshops, conferences and networking events.

Collectively, participation levels exceeded 3 700 in 2006-07.

● Since 2003, more than 550 women entrepreneurs have accessed financing

they would normally not have qualified for due to lack of equity and/or

collateral.

Encouraging young entrepreneurs

To enable more young Atlantic Canadians to start and grow businesses,

ACOA focuses on activities that provide them with hands-on learning, such as

entrepreneurship courses and workshops, business planning competitions,

summer business venture programmes, and youth business camps.

ACOA’s Young Entrepreneur Development Initiative (YEDI) is designed to

expand and enhance the entrepreneurship training, information and support

services available to Atlantic Canadians under the age of 35. ACOA provides financial

support to not-for-profit and non-commercial organisations to develop projects

and programmes that help young people to start and build these businesses.
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Conclusion

Overall, Slovenia’s regional policy has shifted towards a greater emphasis
on investment for endogenous development. This could help Slovenia’s
regions make the most of their natural and geographical assets in view of the
opportunities for long-term sustainable development (Table 2.19). However,
the current regional policy framework still includes traditional compensatory
measures, which may discourage regions and municipalities from efforts to
achieve critical mass for economic development and public service delivery.
The degree to which the intended shift towards the new regional paradigm is
reflected in day-to-day practice will depend on how policy-makers tackle the
implementation challenges associated with recent reforms and address the
co-ordination gaps analysed in the following chapter.

Box 2.11. Association Mozaik in the Pomurje region

This social economy organisation was established in 2003. It aims at

linking local cultural traditions in the deprived region of Pomurje to

productive activities (traditional building, eco-agriculture and food

production, and environmental services) and to employment and training

activities. Its labour market integration programmes emphasise practical

work, and external experts have assisted more than 200 disadvantaged

people with training. Initiatives to develop permanent employment have

been conducted in activities such as ecological agriculture and food

processing, traditional building using natural materials (straw, wood, clay,

flax and linen, straw and birch), environmental services in regional parks

(maintenance of cycling paths, hiking paths, waterways), and agricultural

land management. For example, one eco-social farm was established in

Šalovci (Goričko) in 2008. The project consisted in renovating the farm to

maintain its traditional characteristics and establishing an Employment

Centre (sheltered workshop) providing regular employment for 11 disabled

people, as well as training facilities for many others. It is planned to extend

this work through a network of eco-farms in other regions. The Mozaik

initiative now draws 20 to 30% of its income from sales.

Source: based on OECD (2010c).
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Table 2.19. SWOT analysis of regional policy in Slovenia

Strengths Weaknesses

• Unspoilt nature and biodiversity • Lack of critical mass for economic development 
and public service delivery in some regions

• Proximity and accessibility among regions due to small 
size of country

• Delay in structural adjustment of some regional 
industries

• Political will to support endogenous regional 
development

Opportunities Threats

• Key geographic location in Central Europe • Lack of data on regional specialisation to support 
sound analysis of regional development

• Margin to exploit economies of scale/agglomeration • Costs of non co-ordination

• Potential for sustainable development coming 
from exploitation of preserved nature

• Risk of perpetuating a culture of path dependency 
and reliance on open-ended assistance to weak regions

• Multi-year, programme-based funding 
from EU Structural Funds

Box 2.12. Summary of main policy recommendations

● Avoid the dispersion of resources and risks of perpetuating a culture of

dependence on open-ended assistance. Support to specific weak regions

should be time-bound and should facilitate structural adjustment and

promote the capacity for endogenous growth in the long term.

● Streamline spatial planning procedures both at national and local levels.

Provide technical assistance and training to municipalities, not only to

comply with spatial planning requirements but also to develop a broader

vision of spatial planning at a relevant scale, and develop a cross-checking

mechanism to link spatial plans with regional development plans.

● Link Natura 2000 management plans with rural development plans and

regional development programmes as a tool for sustainable development.

● Strengthen the role of RDAs in helping municipalities to build critical mass

and a common development strategy. In particular, they could provide

incentives for effective inter-municipal collaboration in primary and lower

secondary education; provide training and support for broader forms of

innovation (e.g., organisational innovation) in SMEs.

● Enhance intra-regional and cross-border railway transport investment, in

particular with regard to pan-European corridors and the EU Danube

Strategy. In the case of Koper, improve hinterland connections and cross-

border co-operation, especially with Trieste.

● Encourage inter-municipal collaboration in primary and lower secondary

education. Facilitate collaboration between schools and local businesses at an

early stage.
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Notes

1. Originally created in 1989 as the “Poland and Hungary: Assistance for
Restructuring their Economies” programme, PHARE was extended to cover ten
countries today (the Czech Republic, Estonia, Hungary, Latvia, Lithuania, Poland,
Slovakia, Slovenia, Bulgaria and Romania).

2. ISPA (Instrument for Structural Policies for Pre-Accession) and SAPARD (Special
Accession Programme for Agriculture and Rural Development) were introduced
in 1999 to provide assistance for environment and transport infrastructure
projects and structural adjustment in agricultural and rural development
respectively.

3. The changes of the Financing of Municipalities Act in 2006 enabled municipalities
to use additional resources from the national budget of the Republic of Slovenia
for the financing of investments in regional development programmes and the
implementation of the structural, cohesion and pre-accession policy at the local
level. The funds were allocated to municipalities on the basis of Article 26a of the
Financing of Municipalities Act. The municipalities can, under certain conditions,
use the resources for the following purposes: i) co-financing investments in local
infrastructure of development significance and investments of regional
development programmes, namely for municipal transport infrastructure,
purchase and municipal equipment of the building lands, and municipal
infrastructure; ii) co-financing investments related to drawing on the EU funds for
the cost of making ex ante studies and investment and project documentation, and
resources of municipal participation.

4. In 2009, the state budget was prepared for the first time under the form of a
programme, distributed among 14 sectoral policies. Regional policy was not
among these policies but included as one of the programmes under the
“Promoting Entrepreneurship and Competitiveness” policy. The programme was
then divided into four activity fields: regional policy system; additional temporary
measures for problem areas; international territorial co-operation; and regional
development.

5. There are 286 Natura 2000 sites in Slovenia. The sites host 111 threatened plant
and animal species and 61 habitat types protected by the Habitats Directive as
well as 105 species protected by the Wild Birds Directive. Around 71% of sites are
forested, which is around 15% higher than the European average and suggests a
relatively good condition of Slovenian forests. Around 20% of non-forest areas are

Box 2.12. Summary of main policy recommendations (cont.)

● Avoid the regional dispersion of resources in tertiary education and

innovation. Encourage student mobility through targeted loans.

Strengthen linkages between universities and regional economic sectors.

● Make a rigorous cost-benefit analysis of special zones to attract FDI. Facilitate

land use and streamline municipal procedures for building permits.

● Better tailor the support to entrepreneurship to the underused labour in

different regions (e.g., women) and further promote social entrepreneurship

through partnerships with local and regional authorities.
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classified as in-use agricultural areas, mostly meadowlands and grasslands.
Overall, their condition is considered good or even exceptional compared to other
EU countries. However, there are pressures of overgrowth due to the cessation of
farming and the intensification of their use.

6. www.natura2000.gov.si/uploads/tx_library/nacrt_ukrepov.pdf.

7. The concept of “no deterioration”, core to Natura 2000, is interpreted in a broad
sense. For example, it is not only associated with the negative impact of land use
but also the neglect of regular maintenance. Mitigation measures must therefore
be taken against human-induced effects and interferences, as well as against
natural changes that counteract preservation goals. The European Court of Justice
has clarified in some cases that deterioration pertains to all interventions in the
natural surroundings and landscape.

8. European Commission’s Guideline on Article 6 of the Habitats Directive.

9. Final Report on the Implementation of the Communication Strategy, www.natura
2000.gov.si/uploads/tx_library/final_report.pdf.

10. EUROSTAT (http://ec.europa.eu/public_opinion/flash/fl_219_en.pdf), pp. 30-31.

11. Based on Pröbstl and Prutsch (2010).

12. More information available on www.waddenzee.nl.

13. More information available on www.ruka.fi.

14. This commodity diversity index is comparable with the relative diversity index
proposed by Duranton and Puga (2000) and has for the first time been applied to
seaports by Ducruet et al. (2010). It allows for correcting and comparing differences
in commodity shares at the European level. For each port the absolute differences
between the share of a commodity j in port i and the share of the corresponding
commodity j at European level are summed. The CDI is calculated using the
following formula: XXX. Where C is commodity share; i = 1, 2, …, up to 14; and
j = 1, 2, …, m.

15. Developed jointly by OECD member countries through the OECD’s Directorate for
Education, the Programme for International Student Assessment (PISA) aims to
measure how far students approaching the end of compulsory education (15 year
olds) have acquired some of the knowledge and skills essential for full
participation in the knowledge society (reading, mathematics, and science). The
first four surveys were conducted in 2000, 2003, 2006 and 2009. Forthcoming
surveys are scheduled to take place in 2012 and 2015.

16. Based on news release www.mvzt.gov.si/nc/en/splosno/cns/news/article/94/6960/685c8f
dace.

17. Guellec and Van Pottelsberghe de la Potterie (2001); Hemmings (2005).

18. Ewe-Ghee (2001); Savvides and Zachariadis (2005). Lipsey (2007) makes the
important point that the positive impact of FDI inflows appears to be greatest in
economies that have opened up to FDI after having been largely or completely
closed to it. Ukraine, like all transition economies, is clearly such a case.

19. OECD (2004); Yudaeva et al. (2002).

20.  Bijsterbosch and Kolasa, 2009; Damijan et al., 2008; Hanousek et al., 2010.
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152 Table 2.A1.1. Laws on regional development in Slovenia between 1971 and 2011

y 
1999-2005 2005-2010 2011-

Balanced regional 
development

Promotion of 
balanced regional 
development

New law on balanced 
regional development

Whole country but 
priority to regions 
with lower income 
and higher 
employment, and 
regions with special 
problems (see criteria 
below)

Two cohesion regions 
(East Slovenia and 
West Slovenia)

Development regions 
(associations 
of municipalities)

Border problem areas, 
areas with high 
unemployment rates

Personal income tax 
basis, unemployment, 
population decline, 
proximity to borders

Risk development 
index (IRO) calculated 
through weighing 
indicators of 
economic 
development, labour 
market, demography, 
education and 
environment

Unemployment rate

Tax reliefs, loans, 
subsidies, 
conversions from 
national to local 
property for regional 
economic 
development, regional 
development 
programmes

Public Fund for 
Regional 
Development and 
Development of Rural 
Areas

Contractual vertical 
agreements 
on the development 
of regions

Temporary 
exceptional measures 
for areas with high 
unemployment rates
1971-1975 1976-1980 1981-1985 1986-1990
1991-1999 (partiall

until 2001)

Law Development of less 
developed regions

Promotion of more 
harmonious regional 
development

Amendments 
on previous law 

Amendments 
on previous law 

Promotion of 
development of 
demographically 
endangered regions

Coverage 18.2% of population

18.9% of surface 
area, 
11 municipalities

20.7% of population

30% of surface area, 
10 municipalities

15.6% of population

29.1% of surface area

16% of population

21.7% of surface area

25% of population

61% of surface area

Criteria of 
eligibility

Income, rural 
population, employed 
population

Income, rural 
population, 
demographic decline, 
educational 
attainments, 
infrastructure, 
proximity to borders

Production capacity 
(e.g., if share of 
primary sector is 50% 
or more above 
national average, 
turnover in retail trade 
per capita 50% or less 
of national average), 
educational 
attainments, 
healthcare coverage, 
proximity to borders

Production capacity 
(e.g., if share of 
primary sector is 50% 
or more above 
national average, 
turnover in retail trade 
per capita 50% or less 
of national average), 
educational 
attainments, 
healthcare coverage, 
proximity to borders

Population growth, 
ageing, proximity 
to borders

Instruments Infrastructure, tax 
reliefs and loans, 
co-financing and 
professional services, 
special agricultural 
regulations

Tax reliefs, 
co-financing

Tax and other special 
measures, 
co-financing

Tax and other special 
measures, 
co-financing

Tax reliefs, 
co-financing, 
infrastructure 
investment
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, 

In preparation for 
EU Cohesion Policy, 
clear identification 
of actors in charge 
of regional policy, 
introduction of 
mandatory regional 
development 
programmes, 
collaboration between 
municipalities

More accountability 
and co-ordination 
from contractual 
arrangements, 
stronger capacity 
to respond efficiently 
to exogenous shocks 
in specific regions

, 

 

Large definition of 
areas with special 
problems, uneven 
capacity across 
municipalities to 
prepare regional 
development 
programmes

More power given 
back to mayors of 
municipalities rather 
than strengthening 
regional level

Risk of bias towards 
compensatory logic 
rather than fostering 
endogenous growth 
and capacity 
for creative self-
discovery and 
adaptation, complex 
balance to be found 
between bottom-up 
and top-down 
initiatives

y.

Table 2.A1.1. Laws on regional development in Slovenia between 1971 and 2011 (cont.)

y 
1999-2005 2005-2010 2011-
Strengths Focus on improving 
infrastructure and 
creating employment

Focus on improving 
infrastructure and 
creating employment, 
wider criteria for 
eligibility, involvement 
of wider range of local 
actors (e.g., banks, 
associations)

Focus on improving 
infrastructure and 
creating employment

Focus on improving 
infrastructure and 
creating employment

Focus on improving 
infrastructure and 
creating employment
partial slowdown of 
migration out of less 
developed regions

Challenges Further divide 
between centre and 
periphery of 
municipalities, focus 
on labour-intensive 
industries rather than 
high-skilled jobs, 
migration out of less 
developed regions

Further divide 
between centre and 
periphery of 
municipalities, 
migration out of less 
developed regions

Further divide 
between centre and 
periphery of 
municipalities, 
migration out of less 
developed regions

Further divide 
between centre and 
periphery of 
municipalities, 
migration out of less 
developed regions

Narrow criteria of 
eligibility, no 
evaluation of projects
lack of co-ordination 
with other ministries’
programmes

Source: OECD based on materials from the Government Office for Local Self-Government and Regional Polic

1971-1975 1976-1980 1981-1985 1986-1990
1991-1999 (partiall

until 2001)
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154 Table 2.A1.2. Regional policy architecture in Slovenia

e
Main objectives/issues

Sub-national level

unicipalities • Strengthening regional 
development potential;

• Developing environmental 
and transport infrastructure;

• Developing human resources

o some extent), 
alities (support to SMEs)

To increase GDP growth per capita 
with respect to EU27 average 
To increase labour productivity

alities (for local roads) To improve mobility for economic, 
social and environmental 
development

alities (for social housing) To ensure sustainable and effective 
development of housing stock

alities (waste management 
nt, collection and treatment 
 waste water, drinking water 

efficient use of energy)

To ensure reliable, sustainable and 
competitive energy supply to reduce 
the consumption of renewable and 
non-renewable natural resources
Policy
Major plan 

or programme

Key actors in charg

National level

Explicit regional policy

Regional policy in line 
with EU Cohesion Policy

National Strategic Reference 
Framework 2007-13

GOSP RDAs, m

Implicit regional policy (policies with strong inherent impact on regional development)

Economic development Programme for promoting 
entrepreneurship and 
competitiveness 2007-13

Ministry of the Economy, Public 
Agency for Entrepreneurship 
and Foreign Investment (JAPTI), 
Slovene Enterprise Fund

RDAs (t
municip

Transport Resolution on Transport 
Policy 2007-13

Ministry of Transport Municip

Housing National Housing 
Programme 2007-13

Ministry of Environment and Spatial 
Planning, Housing Fund

Municip

Environment National Programme 
of Environment 2007-13

Ministry of Environment and Spatial 
Planning, Ministry of the Economy, 
Slovenian Environmental Public Fund

Municip
treatme
of urban
supply, 
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alities (support 
tourism associations 
al projects)

Quantitative objective:

• To increase numbers and receipts 
from domestic and international 
tourists

Qualitative objectives:

• Decentralisation (linking 
undervalued areas with well-
developed tourism centres)

• De-seasonalisation

alities (very limited role) To improve the competitiveness of 
agricultural, food and forestry sector

To enhance environment-friendly 
farming

To improve economic and social 
standards in the countryside

To enhance local development 
initiatives

To promote Slovenia’s global 
competitiveness and sustainable 
economic growth

To increase private and public R&D

or regional scholarship 
s), municipalities 
cholarships)

To raise educational attainments 
and quality of education at all levels

To develop a culture of lifelong 
training

Table 2.A1.2. Regional policy architecture in Slovenia (cont.)

e
Main objectives/issues

Sub-national level
Tourism Development Plan and Policies 
of Slovene Tourism 2007-11

Ministry of the Economy, 
Slovenian Tourism Board

Municip
to local 
and loc

Agriculture Rural Development 
Programme 2007-13

Ministry of Agriculture, Forestry 
and Food, Agency for Agricultural 
Markets and Rural Development 
(certified paying agency for CAP)

Municip

Innovation Resolution on the National 
Research and Development 
Programme 2006-10

Ministry of Higher Education, 
Science and Technology

RDAs

Higher education Resolution on the National 
Programme of Higher Education 
Development, Resolution on the 
National Programme of Adult 
Education

Ministry of Higher Education, 
Science and Technology

RDAs (f
scheme
(a few s

Source: OECD using various sources from Government Office for Local Self-Government and Regional Policy.

Policy
Major plan 

or programme

Key actors in charg

National level



2. REGIONAL POLICY IN SLOVENIA
Table 2.A1.3. Indirect funding for regional policy from line ministries

Institution Activity Intervention/state aid/Other
Public 

co-financing

ME/PAEFI Internationalisation 
(financing business clubs)

Commitment: EUR 625 000 80%

ME/PAEFI FDI SA Commitment: EUR 14 496 470 30%, 40%, 
50%

ME/MLFSI EUR 71 880 000 (EUR 15 000 000 
for development and investment projects 
already started and EUR 56 880 000 
for self employment and alternative 
employment)

ME e-points with Wireless access Grant/de minimis: EUR 1 134 550

ME/PAEFI Innovation voucher for industrial 
research

SA: EUR 100 000

ME EU environment for tourist capacities 
(eco management)

Grant/de minimis: EUR 40 000

ME/PAEFI VEM (common entrance point), business 
supporting environment (regional); ICT

EUR 1 486 000 95%

ME/SEF Start-up of innovative companies Grant/de minimis: EUR 2 155 000

ME Broadband for rural areas EUR 300 000

ME Satellite accounts for tourism Tender: EUR 40 000

ME Certification procedures for tourist 
capacities and marines

EUR 2 100

ME FDI Grant: EUR 4 180 000 
(co-financing depending on the regional 
development level)

35-40%

MHST Radio diffusion Grant/de minimis : EUR 576 818

MHST Master university degree (education) 
– beneficiaries: universities PHD degree

Grant: EUR 16 564 510

MHST Development issues in high school 
institutions

Grant: EUR 7 381 678

MHST EDU roam wireless connections 
in libraries

Grant: EUR 337 781

MHST ARTEMIS R&D (national part) Grant: EUR 1 500 000

MHST/TIA National system of innovations 
(intellectual property)

Grant: EUR 3 500 000

MHST Technological development projects 
in SMEs

Grant/de minimis: EUR 10 838 340 60-70%

MHST IKT Safe internet (supporting 
programmes)

Grant: EUR 280 000

MHST Centres for promotion of science Grant: EUR 1 670 715

MHST ICT Open code Grant: EUR 266 923

MHST Technological centres Grant: EUR 2 200 000

MHST ICT – location and contents of e-schools Grant: EUR 170 000

MHST Young researchers programme 
(co-operation between universities 
and academic sphere)

Grant: EUR 3 442 663

MHST Technological platforms SA: EUR 460 000 60%
OECD TERRITORIAL REVIEWS: SLOVENIA 2011 © OECD 2011156
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MHST Support to innovations SA: EUR 104 323 30-40%

MHST Technological centres SA: EUR 1 460 527 50%

MHST Strategic RR projects SA: EUR 1 418 800 25-35%

MHST Supporting the activities of organisations 
and bodies of innovators

Grant: EUR 37 560

MHST ICT for Technological platforms 
and Technological centres

Grant: EUR 417 300 75%

MC ICT for libraries (regional) Grant: EUR 2 470 641 Up to 70%

MC Cultural heritage (regional) Grant: EUR 10 325 712 Up to 70%

MC Media programmes (regional) Grant: EUR 14 417 746 Up to 50%

MC Audiovisual media Grant: EUR 5 109 257 Up to80%

MC MMC (multimedia centres – regional) Grants: EUR 711 207 Up to 70%

MC Investments in cultural infrastructure 
for municipalities (regional)

Grants: EUR 1 238 646

MES Social informal groups for education Grants: EUR 79 560 Up to 50%

MES Construction and modernisation 
of sport infrastructure

Grants: EUR 24 914 732

MES Education (programmes for primary school) Grants: EUR 45 000

MES Sport programmes for young people Grants: EUR 101 034

MLFSI Concessions for service providers 
in social infrastructure

MEnv Environmental NGOs EUR 279 000 + EUR 230 000

MEnv ICT for environmental NGOs EUR 180 000 + EUR 140 000, 
maximum co-financing 70%

MEnv /EnvAgency Information and publicity activities for use 
of RSO (renewable sources of energy)

Grants: EUR 220 000

MEnv/ECO fund Grants for citizens: renewable sources 
of energy and energy efficiency

Grants: EUR 11 500 000

MEnv/ECO fund Environmental investments for SMEs (loans) Loans: EUR 20 000 000

Environmental investments for citizens 
(loans)

Loans: EUR 12 000 000

MEnv/R&D 
Agency

Competitiveness programme 
(target research programme)

Grants: EUR 11 139 946 10-62%

MEnv /EnvAgency Energy efficiency in housing (multi app.) Grants: EUR 400 000

MEnv /EnvAgency Investments in renewable sources 
and energy efficiency for households 
and private sector subjects

Grants: EUR 412 118

GOSP Jobs creation, SME – Posočje Grants/SA: EUR 1 318 494 30-50%

Training and education Grants/de minimis: EUR 125 000

Employment/self-employment Grants: EUR 39 000

Job creation and investment – Pomurje Grants/SA: EUR 7 160 000

Note: ME = Ministry of Economy; PAEFI = Public Agency for Entrepreneurship and Foreign Investment; SEF
= Slovenian Entrepreneurship Fund; TIA = Public Agency for Technology and Innovation; MHST = Ministry for
High Education, Science and Technology; MC = Ministry of Culture; MES = Ministry for Education and Sports;
MLFSI = Ministry of Labour, Family and Social Affairs; Menv = Ministry for Environment and Spatial Planning;
EnvAgency = Environmental Agency; GOSP = Government Office for Local Self-Government and Regional Policy.

Source: Government Office for Local Self-Government and Regional Policy.

Table 2.A1.3. Indirect funding for regional policy from line ministries (cont.)

Institution Activity Intervention/state aid/Other
Public 

co-financing
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Table 2.A1.4. Main inter-port links in the Adriatic Sea (2006)

Trieste Venice Ravenna Rijeka Ancona Taranto Durres Ploce Spl

Koper 3 694 740 4 539 150 3 051 990 803 743 1 420 750 1 165 250 58 640

Trieste 3 884 590 4 199 540 503 192 168 583 1 293 431 6 0

Venice 5 076 700 77 293 2 499 170 560 518 63 148 2 586 36 2

Ravenna 1 296 240 396 190 28 446 9 482 132 7

Rijeka 627 904 902 433

Ancona 315 545 55 250

Taranto 3 250

Durres 1 293 18 1

Ploce 6 0

Source: OECD Secretariat calculations based on LMIU data.
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Chapter 3 

Making the Most of Regional Policy 
Through Reforms in Multi-Level Governance

Slovenia is shifting the focus of regional policy from “passive” redistribution to a
more pro-active emphasis on enhancing sustainable growth in all regions.
However, much remains to be done in terms of translating this shift into policy
instruments and institutional arrangements. Many of these challenges have
become more acute as a result of the crisis and the need to balance fiscal
consolidation against support for a still-fragile recovery. The recently adopted
Law on Balanced Regional Development addresses some of these issues, but
much will depends on how the law is actually implemented. This chapter starts
by identifying three key challenges to effective multi-level governance: capacities
for regional policy, municipal fragmentation and relevant scale for regional
policy, and the lack of information for regional growth. Section 3.2 assesses how
Slovenia should address these challenges and proposes concrete steps to be
taken in a number of areas.
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3. MAKING THE MOST OF REGIONAL POLICY THROUGH REFORMS IN MULTI-LEVEL GOVERNANCE
Introduction

Like many OECD countries, Slovenia is shifting the focus of regional
policy from “passive” redistribution to a more pro-active emphasis on
enhancing sustainable growth in all regions. However, this new objective has
yet to be fully translated into policy instruments and institutional
arrangements. Important challenges lie in the implementation of regional
policy and in particular with key aspects of multi-level governance: capacity
challenges, municipal fragmentation, and weak arrangements for information
sharing and evidence-based decision making.

In a context of severe fiscal constraints following the global economic
crisis, Slovenia, like most OECD countries, cannot afford to get it wrong with
the governance of public expenditures, notably public investment and
EU funding. Adjustments to the institutional framework are needed to better
implement Slovenia’s regional policy objectives, which rightly target support
to innovation and sustainable development as key priorities. This chapter
highlights the different governance challenges that impede the effective
implementation and achievement of regional policy objectives and proposes
ways to address them.

3.1. Three key challenges to effective multi-level governance

This chapter addresses regional development policy in a comprehensive
approach, encompassing both explicit and implicit regional policy (see Chapter 2),
and related multi-level governance challenges. Certain institutional
arrangements and common capabilities can indeed enhance the quality of
policy design and implementation, thereby increasing the likelihood that
growth objectives are achieved. This section discusses three types of challenges
that Slovenia faces for effective multi-level governance of regional policy,
relying on MLG challenges identified in Section 1.4. The first is linked to the
various capacities for regional policy. The second is linked to the relevant
“scale” for regional policy; and the third is connected to the types of information
and incentives needed to sustain regional growth.

Regional Development Policy (RDP) faces planning, finance 
and implementation gaps

This first challenge examines capacities to plan, implement, and finance
regional development policy in a coherent, strategic fashion. Four areas receive
OECD TERRITORIAL REVIEWS: SLOVENIA 2011 © OECD 2011160
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Box 3.1. Regional development policy 
and policy complementarities

Regional development policy is a multi-faceted process, which aims to better

target national, regional and local policy mixes to local needs, to enhance

regional and aggregate economic growth and citizens’ well-being. Regional

development policy is complex. It engages actors from different ministries,

different levels of government, the private sector and different parts of civil

society. All bring important but differing assets, perspectives, professional

norms, and strategies to bear on issues with a territorial dimension. There is no

single indicator or objective for an effective regional policy, as it refers mainly to

synergies and complementarities across different policies and programmes.

The concept of policy complementarities refers to the mutually reinforcing

impact of different actions on a given policy outcome. If a region is to benefit

from a new road, school or any other type of public investment, certain

conditions in terms of complementary local infrastructure or services need to

be fulfilled, as explained in Chapter 1 (OECD, 2008).

By definition, these complementarities vary according to places, depending

on the industrial specialisations, the policy-mix in place, the governance

framework, etc. Although policy complementarities can be achieved quite

“spontaneously” through informal co-ordination across actors, they often

need to be fostered through specific governance arrangements, across actors

and levels of government.

As discussed in Chapter 2, Regional policy can be both explicit and implicit:

● Explicit regional policy refers to the programmes and funding that

specifically target the development of territories. In Slovenia, this explicit

regional policy is very closely related to the EU cohesion policy and is

essentially managed by GOSP.

● Implicit regional policy is broader, and refers to the induced effects of

different sets of sectoral policies – such as transport, housing, higher

education, innovation – that have strong and differential spatial impacts.

In both cases, for “explicit” and “implicit” regional development policy,

specific governance mechanisms are required to enhance co-ordination across

actors and policy objectives, and enhance potential policy complementarities.

Sub-national governments can help to better target investment to local

needs and to exploit complementarities across investment priorities.

However, local capacity to design an appropriate investment mix must be

sufficiently developed, the policy and institutional framework for investment

must be robust and transparent so as to prevent potential capture or

corruption, and the scale of investment must be appropriate.

Source: OECD (2008), How Regions Grow; OECD (2009), Regions Matter.
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particular attention: national cross-sectoral co-ordination, institutional
arrangements and capacities at the regional level, private sector involvement,
and financing regional development.

National cross-sectoral co-ordination

Taking a vertical approach to policy issues that are inherently cross-
sectoral, such as regional development policy, can weaken implementation. It
can affect the efficiency and effectiveness of public policies linked to regional
development by potentially creating duplication and overlap, and by failing to
account for both positive and negative interaction effects among policies and
investments. Effective cross-sectoral co-ordination mechanisms for policy
discussion, design and implementation are needed.

Slovenia has made progress with respect to co-ordination of regional
policy at the national level, although important challenges remain. On the
positive side, accession to the EU encouraged a move to more horizontal policy
making to implement cohesion policy. At the national level, the Government
Office of Local Self-Government and Regional Policy (GOSP, created in 2005) is
responsible for overseeing regional policy, as well as EU cohesion policy and
participation in European Territorial Co-operation.

The implementation system for Structural Funds and the Cohesion Fund
in the Republic of Slovenia is complex, like in most EU countries. There is one
managing authority (GOSP), one paying authority (Ministry of Finance) and
one independent financial supervisory authority (Ministry of Finance – Office
for Budget Supervision). Individual ministries in the role of the intermediate
bodies and their agents are responsible for the implementation of the
instruments. There are 11 ministries and agencies involved in cohesion policy
implementation. Cross-sectoral co-operation is established through the
activities of monitoring committees. The beneficiaries are bodies governed by
public law (local communities, public institutions, educational, research, state
institutions, etc.), persons governed by private law (companies, non-
governmental organisations, associations, etc.) and natural persons.1

Inter-sectoral co-operation is done on the level of cohesion policy, but not
for the purpose of regional development policy broadly. At present there is little
cross-sectoral orientation for regional development, due in part to a strong
tradition of sectoral policies. Regional policy is not a separate policy but is
instead included as one programme with the policy for Promoting
Entrepreneurship and Competitiveness. Although cross-sectoral policy working
groups for exist for different programmes, these have not operated as effectively
as envisaged and instead serve as a platform for the allocation of funding
among sectors, rather than creating cross-sectoral synergies. Overall, there is
little regional orientation to sectoral policies. Individual ministries tend to have
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their own regional organisations, whose boundaries do not necessarily coincide
with those of others (Cerne, 2003). Even when sectoral and regional projects are
located in the same region or municipality, synergies among them can be
missing. Although two offices are involved in economic development policy – the
GOSP and the Office for Development and European Affairs – co-ordination is not
automatic, as their objectives sometimes conflict.

The recent financial crisis partially revealed a need for improved cross-
sectoral co-ordination on regional development issues. Although regional
policy was not considered explicitly as a tool to combat the crisis, EU funding
– which contributes significantly to public investment in Slovenia –
constitutes a strong de facto counter-cyclical policy. Moreover, national
investment priorities contained in the recovery and exit strategies from the
crisis, such as green growth-related priorities, go beyond the dividing lines of
ministries and require strong co-ordination.

Addressing challenges faced by the regions most strongly affected by the
crisis, such as Pomurje, required a coherent multi-sectoral approach. Pomurje,
one of the poorest regions of Slovenia (see Chapter 1), benefited from a targeted
law which extends from 2010 to 2015 and is intended to help create and retain
jobs, establish development infrastructure, and mitigate the impact of the crisis
in the region. Support measures provided by the Act include a programme to
foster regional competitiveness, employment incentives, and tax relief for
investments. The programme is associated with expenditures of EUR 33 million
for the five year period, including EUR 7.2 million targeted for co-financing job
creation projects (Dragović, 2010). It provides priority treatment for programmes
and projects in the Pomurje region that compete for funds through national
programmes, European cohesion policy and Rural Development policy. Specific
steps were taken to facilitate cross-sectoral co-operation. Not only have
different sectors defined development support measures for the region, but an
inter-sectoral commission was established to address problems in the Pomurje
region and a government office was formally established in the region.2

Institutions and capacities for regional co-ordination

Horizontal co-ordination challenges can emerge, not only at the national
level, but at the regional level as well. In particular, Slovenia appears to lack
effective regional co-ordination hubs that bring together issues and actors
across sectors to achieve shared objectives. In the absence of an elected
regional tier, the 12 statistical (NUTS 3) regions currently act as a platform for
organising regional development activities.3 Three actors play roles as the
regional level. Decision-making is largely conducted by Regional Councils,
which have hitherto been composed of the mayors in a given region (the new
law on balanced regional development will change this). Among their tasks
are the adoption of the regional development programme (RDP), the
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determination of how regions are organised, and participation in development
partnerships.4 They approve implementation plans for RDPs and projects that
are co-financed in the framework of “Development of Regions” priority of the
Operational Programme for Strengthening the Regional Development 2007-13
(OP SRDP), which has an associated budget of EUR 585 838 000. They are
competent only for this one instrument within the OP SRDP, but they have sole
decision power at the regional level.

Two other entities operate at the regional level, although their decisions
are not binding on municipalities. First are Regional Development Agencies
(RDAs). Each statistical region has an RDA, each of which was established or
authorised by a majority of municipalities in the region (although final
approval rested with the national government).5 Prior to the adoption of the
new law on balanced regional development, there was no prescribed
organisational model, but RDAs must link to regional actors such as business
chambers, social partners, and other regional development institutions
(Lindstrom, 2005).6 Five RDAs are currently private entities and seven are
public institutions or otherwise not-for-profit. The RDAs support the Regional
Council, prepare and implement the RDP, and support regional economic
actors. They undertake activities such as, but not limited to, support for
human resource development, financial support to SMEs, one-stop shops for
business registration, scholarship programmes, and support for cross-border
projects.7 Development activities can also be undertaken by Territorial
Development Agencies (TDAs), which co-exist in regions alongside RDAs.

The other regional actor is the Regional Development Council (as distinct
from the Regional Council). This body has no authority but brings together
representatives of municipal associations or municipalities, the business sector,
trade unions, and civil society organisations. The Council participates in the
preparation of the RDP and its implementation plans, and monitors its execution.

Other actors also operate in regions. These include local development
agencies (sub-regional entities funded by municipalities), chambers of
commerce (which focus on medium- and large-firms), chambers of trade
(which focus on small businesses), and regional offices of ministries (such as
the Ministry of Economy which developed the Small Business Support
Network and the Ministry of Labour, Family and Social Affairs which
addresses regional and local labour markets) (Stewart, 2004).

The current governance arrangement in regions is subject to five
important criticisms.

1. Regional Councils work on a consensual basis and tend to focus on short-term local

priorities rather than on long-term regional issues. Decisions regarding regional
projects are left to municipal mayors, but due to the large number of
municipalities, differences in their size, and differences in other
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characteristics and interests, consensus is not easily achieved. Yet,
consensus is needed to move projects forward. The result is that projects
have tended to be locally, rather than regionally, oriented. Along the same
lines, RDAs that depend heavily on municipalities reportedly tend to lack
initiative. This is an important concern in view of the new law on balanced
regional development, which stipulates that RDAs will in future be
organised and owned by the municipalities in a region.

2. The RDPs are strategic documents which correspond to the seven-year funding
period of the EU Structural Funds (e.g. currently 2007-13). Each seven-year
RDP incorporates a three-year operational implementation plan, but neither the
strategic nor the implementation parts are binding on municipalities – nor are they
integrated to the national budget (OECD, 2010a). The new Law on Balanced
Regional Development adopted in March 2011 provides positive changes in
this respect, as discussed in Section 3.2 below.

3. Professional capacities of RDAs have been criticised as lacking regional planning
expertise, experience, and financial resources. This includes insufficient
knowledge and staff to undertake projects (investments), underdeveloped
knowledge of spatial planning, few means for investing in knowledge-
building, and poor intra- and inter-regional information sharing. Past
difficulties encountered in crafting RDPs underscores the variability in skills
in different RDAs and a need for capacity development.8

4. There is little evidence that RDAs currently take advantage of co-operation potential
with the other statistical regions. In 2002, RDAs established a national
Association of Slovenian Regional Development Agencies in order to
facilitate partnerships among agencies, the national government, and other
actors; to improve the flow information; and to improve linkages across
regions. Despite this, today RDAs appear to be largely inward looking.

5. A relatively large number of actors operate in relatively small regions. RDAs
operate in regions with many other actors. This is not atypical, but the
presence of local development agencies, in particular, in regions which are
relatively small suggests the possibility of overlapping spheres of activity,
potential redundancies, and/or an inefficient fragmentation of tasks.

The recently adopted “Law on Stimulating Balanced Regional
Development”9 aims to rationalise some of the institutional arrangements at the
regional level. As explained in Chapter 2, existing institutions are to be modified,
given more competences, and better connected in order to improve efficiency.
The current Regional Development Councils and Regional Councils will be
combined in order to rationalise their activities and costs (Government of the
Republic of Slovenia, 2010a). There is also a proposed shift to majority voting in
regional councils. This change, along with the incorporation of other actors is
intended in part to facilitate a stronger regional (as opposed to local) orientation.
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Under the recent Law, RDAs will remain key actors and regional
development networks will be prioritised. The latter are to be composed of key
development actors in a region, such as regional and territorial development
agencies, business incubators, energy offices, centres of excellence, etc. They
are expected to provide bottom-up’ insight regarding regional projects that can
be supported by the Council and financed. Their role, which is as yet somewhat
fuzzy, is to facilitate endogenous regional policy. At first glance, these networks
appear to be the present Regional Development Councils under a new name.
Moreover, it appears that local development agencies remain.

The Law also contributes to improve vertical and horizontal co-ordination
of regional policy. Vertical relations are to be organised in terms of RDPs, and
contractual agreements between “development regions” and the central
government (see Section 3.2). To promote regional horizontal co-ordination
the law encourages co-operation among regions and ministries in order to
prepare inter-regional projects or a common development programmes. The
Law clearly provides the potential for improvements, but much will depend on
the degree of political engagement in these new co-ordination mechanisms by
national and local actors.

Private sector involvement

The private sector, entrepreneurship, and innovation are at the core of
growth. Their involvement in regional policy and in regional economies is
therefore critical. Yet Slovenia appears to lack consistent high-quality
involvement of private actors in regional development. At present, private
companies encounter various obstacles to entrepreneurship. At the national
level, privatisation has been limited and has slowed (OECD, 2011c). FDI flows
are relatively low as explained in Chapter 1. Although Slovenia has invested
substantially in the business and science sectors in recent years, the return on
this investment has yet to blossom.

At the regional level, there are challenges related to the involvement of
firms in co-financed EU-funded projects. In the present climate, there is a lack
of private sources for co-financing these projects. In addition, small firms often
face difficulties complying with the selection criteria and legal conditions
associated with the calls for proposals. Reporting requirements at milestones
are often complex, and there can be lengthy delays in receiving payment due to
financial control requirements. Other factors interfere with private sector
involvement as well. These include a perception that regional level bodies are
weak and that real decision-making authority is found only at central or
municipal levels which serves to discourage private-sector engagement with
regional development institutions. Stewart (2004) suggests that better
mechanisms are needed for consultation with local firms regarding their
(labour market) needs and how their needs can be better addressed through
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regional partnership. Administrative burdens, relatively high taxes and social
contributions, and small domestic markets are also issues at the local level.

Financing for regional development

As noted in Chapter 2, the bulk of funds for regional development policy
in Slovenia come from the EU. National funds for local and regional
development are somewhat modest compared to the total EU allocation (see
Chapter 2 for more details). Outside the framework of Cohesion policy (and
related co-financing requirements), Slovenia has specific regional development
programmes as well as the Slovenian Regional Development Fund, a
permanent public fund for regional and rural development, financed through
privatisation and loans from the European Investment Bank. In addition, SID
Bank is a special credit institution that supports structural, economic, and
social policies and public tasks. It provides export credits, investment
insurance, and interest rate equalisation. Because all of Slovenia falls under
Objective 1, all SID activities are treated as funding for regional development
policy. For the period of September 2008 to March 2010, this amounted to
EUR 1.7 million (SID Bank, 2010).

Municipalities are key players in regional development policy in Slovenia.
The revenues they have at their disposal affect their incentives for and ability
to participate in broader regional economic development activities (Box 3.2).
Constitutionally municipalities must have their own income sources, but their
freedom of manoeuvre in fiscal matters is limited. Intergovernmental
transfers, and the fiscal equalisation grant in particular, are important for
them. Municipalities also receive investment financing from the central
authorities. The state may co-finance municipal investments (e.g. elementary
schools, road construction), with local governments receiving between 10%
and 70% of the value of the investment. Less developed local governments get
a higher matching because their tax capacity is lower. EU funds also fall under
the heading of investment.

Local governments are eligible to apply for EU funds, provided they are
capable of co-financing the project. As highlighted in Chapter 2, an important
challenge for Slovenia with respect to financing regional development relates
to efficient use of Structural Funds at the municipal level. Municipalities
indeed constitute the Regional Councils, underpin the creation of RDAs, and
have decision authority over projects in the “Development of regions” priority of
the Operational Programme for Strengthening the Regional Development. As a
result, most of all regional development funds are delivered not to regional
actors but to municipalities. Finally, the financial crisis of 2009/10 caused a
decline in the availability of funds for municipal investment. In a context of
relatively weak municipal finances (Box 3.2), this is likely to make EU funds
particularly attractive to backstop local investment.
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Box 3.2. Overview of municipal revenues in Slovenia

Municipalities are key players in regional development policy in Slovenia.

The revenues they have at their disposal affect their incentives for and ability

to participate in broader regional economic development activities. Municipal

expenditures currently account for 19.4% of general government expenditures,

while revenues account for 11.3% of general government revenues.

Constitutionally municipalities must have their own income sources, but

their freedom of manœuvre in fiscal matters is limited. While certain revenue

sources are assigned to them, they have no power over most tax bases or rates.

For example, their most important source of revenue is the personal income

tax (PIT) share, which accounts for approximately 50% of municipal revenue.

PIT revenue is divided between the central government and municipalities,

with tax rates set by law. In 2009, 54% of PIT was returned to municipalities.1

Municipalities have more discretion over some other sources of revenue.

Specifically, they may determine the tax base and rate for compensation for

the use of building land and for certain municipal taxes. The most important

property tax is the charge for land on which built structures stand (NUSZ). It is

levied on the right to use the land and it is not linked to the value of the land or

the structures on it, nor is it levied on undeveloped land.

Structure of municipal revenues, 2005-09
% of total revenue

2005 2006 2007 2008 2009

Taxes on income and profit 40.5 39.3 51.8 49.5 50.2

Taxes on property 11.7 11.9 12.1 11.5 10.2

Including:

Taxes on immovable property (NUSZ) 8.6 8.7 8.2 8.3 8.2

Estate, inheritance and gift taxes 0.3 0.4 0.5 0.6 0.5

Taxes on sale of immovable and financial property 2.8 2.8 3.3 2.6 1.4

Domestic taxes on goods and services 5.7 4.5 3.8 3.6 3.2

Non-tax revenues 13.9 13.8 15.1 16.4 12.6

Including:

Entrepreneurial and property income 6.6 6.2 7.2 6.5 5.5

Administrative fees and charges 0.3 0.2 0.2 0.1 0.1

Sales of goods and services 0.6 0.6 0.6 0.7 0.6

Other non-tax revenues 6.2 6.4 6.8 8.9 6.1

Capital revenues 7.3 9.4 7.0 5.6 4.8

Grants 0.3 0.2 0.5 0.2 0.2

Transfers from other general government institutions 19.9 19.8 8.7 9.1 11.8

Transfers from the state budget from EU budget funds 0.6 1.1 1.1 3.9 7.0

Receipts from the EU budget 0 0 0 0.1 0.1

Source: Ministry of Finance.
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Box 3.2. Overview of municipal revenues in Slovenia (cont.)

Intergovernmental transfers, and the fiscal equalisation grant in particular,

are important for municipalities. Where municipalities’ own revenues fall

short of “appropriate expenditure” (the level of spending required to fulfil

constitutional and statutory tasks), the central government fills the gap with a

fiscal equalisation grant. The fiscal equalisation grant is not related to tax

effort. By the mid-2000s, more than 20% of municipal revenues consisted of

transfers from the state budget, the largest share of them being the fiscal

equalisation grant. Around 90% of municipalities received financial

equalisation in 2005-06. Legislative changes were introduced in 2006-07 to

increase the financial independence of municipalities and to reduce the share

of those dependent on equalisation grants. Changes included the recalculation

of “appropriate expenditure” to make it more realistic and an adjustment in

revenue-sharing arrangements. At the same time, the share of EU funds

received via the state budget rose from less the 1% of aggregate municipal

income in 2004 to 7.0% in 2009. As a result of these changes, the share of

central transfers in the consolidated budget of municipalities fell by more than

half.2 Fiscal equalisation dropped from 0.53% of GDP in 2006 to 0.03% in 2008,

with a projected rise to 0.16% for 2009, largely as a result of the crisis.

Municipalities also receive investment financing from the central

authorities. The state may co-finance municipal investments (e.g. elementary

schools, road construction), with local governments receiving between 10%

and 70% of the value of the investment. Less developed local governments get

a higher matching because their tax capacity is lower. EU funds also fall

under the heading of investment. Local governments are eligible to apply for

EU funds, provided they are capable of co-financing the project. Importantly,

there are limits on municipal debt accumulation. Specifically, municipal debt

cannot exceed 20% of the revenue collected in the year prior to the borrowing

year and annual debt service cannot cost more than 5% of realised revenue.

Larger debt can be incurred under exceptional circumstances for certain

types of investments (housing, water, sewage, waste disposal) provided that

they do not exceed more than an additional 3% of realised revenue.

1. The PIT share received by municipalities increased from 30% in 1995 to 35% in 1999 to 54%
in 2009. Since 2007, the share has been determined annually based on municipalities’
requirements to perform statutory obligations.

2. Due to the financial crisis, there were dramatic increases in current and capital transfers
from the state budget in 2009, as 191 municipalities required equalisation transfers and
expenditure on equalisation rose more than five-fold on the levels of 2008. However,
equalisation payments remain less than one-third their 2005 level and are still a relatively
modest share of aggregate municipal income.

Source: OECD (2009a), “Accession Assessment Report: Slovenia”, GOV/PGC/ACS(2009)4; Repar, B.
(2006), “Fiscal Equalisation in Slovenia”, in Peteri, G. (ed.) (2006), Fiscal Equalisation in South
Eastern Europe, Budapest: The Fiscal Decentralisation Initiative for Central and Eastern Europe,
available at http://lgi.osi.hu/publications_datasheet.php?id=346; Žohar, F. (2008), “Reform of
Financing of Municipalities in Slovenia”, Financial Theory and Practice, 32:2, pp. 159-179.
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Municipal fragmentation makes it hard to achieve efficient scale 
for policy and service delivery

Because regional development policy occurs in a context of multi-level
governance, organisation and functioning of actors at all levels of government
are important. In Slovenia, municipalities are critical partners in regional
economic development. As such, their number, size, financing, and
functioning have implications for their ability to act as effective partners.
Small municipalities can represent weak partners for economic development
due to capacity and resource constraints, as well as their incentive to secure
funds and infrastructure for basic public service delivery at an inefficient
scale. For this reason, Challenge 2 relates to municipal fragmentation in
Slovenia, it causes, and implications.

Why do municipalities split?

As highlighted in Chapter 1, increasing municipal fragmentation is a
key challenge for Slovenia. While the motives for splitting in any given
instance are often local and sometimes political, municipal fragmentation
has been facilitated by a number of factors. The first is financial. The
revenue structure of municipalities – particularly in respect of investment
financing and fiscal equalisation – provides little or no deterrent to
fragmentation. Municipalities are generally made no worse off and in some
cases may be financially better off by splitting.

Two important fiscal incentives for fragmentation stem from access to
investment finance. First, smaller municipalities with relatively poor tax bases
find it easier to tap investment funds from the state budget. Municipalities may
receive specific grants from the state budget for co-financing investment or
current expenditures. The level of additional funds available for such
co-financing varies inversely with the ratio of the municipality’s own per capita
income tax revenues to the average level of income tax revenue per capita for the
country as a whole (Repar, 2006). Secondly, single municipalities can apply to
EU programmes and funding. There is no specific incentive for inter-municipal
co-operation in allocation of EU funding. Moreover, the administration of
cohesion policy at regional level has largely been dominated by municipal
authorities, which have decision making authority over, and access to, EU funds.
Thus, under current arrangements a municipality is guaranteed a “place at the
table” through participation on the Regional Council. Recent changes in the Law
on Balanced Regional Development are meant to address this “localisation” of
cohesion policy, but it has been a factor hitherto and it remains to be seen how
much of an impact the new legislation will have.

Fiscal equalisation has also played a role in municipal fragmentation.
Equalisation grants are available for municipalities that cannot meet their
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 000
pality
statutory expenditure requirements with own revenue. The amount received
by municipalities is based on a formula that compares own revenue to the
level of “appropriate expenditure” needed to fulfil statutory requirements. The
grant is intended to fill the gap, and theoretically a municipality with no own
revenue would receive a grant equal to the level of “appropriate expenditure”
(Repar, 2006:17). The formula generally favours smaller and less dense
municipalities, and this bias has tended to increase over time. Recent
revisions to the formula have increased the weight of coefficients that are
inversely related to population density and eliminated the adjustment that
previously reflected the higher costs incurred in larger towns and cities. On
average urban and large municipalities tend to have higher costs of service
provision per capita than other municipalities (Ploštajner, 2008).

Revisions to the fiscal equalisation formula had the unintended effect of
producing a windfall for smaller, less dense municipalities – and potentially
enhancing the incentive for fragmentation (Figure 3.1). The fact that the
adjusted capitation formula is more generous to less populous municipalities
is no surprise. The fact that the relationship is even stronger with respect to
new municipalities than old suggests that it may play a role in permitting
fragmentation into smaller and smaller authorities.

Figure 3.1. Relationship between municipal population 
and fiscal equalisation funding

Source: Statistical Office of the Republic of Slovenia, OECD calculations.
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It would be an oversimplification to suggest that the fiscal framework
drives municipal fragmentation. However, the result of these financial
arrangements is that communities may find themselves financially better off,
and certainly no worse off if they break away and form an independent local
government. Ironically, despite their new found “autonomy”, smaller
municipalities can find themselves more dependent on a higher level of
government (for financial or other forms of assistance), in a weaker bargaining
position, and more susceptible to capture by special interests (Zlokapa, 2008).

Fragmentation has been facilitated by other factors as well. A community
within a municipality feeling neglected or under-represented can break away
and establish its own local authority.10 Municipal subsections (called local,
village or district communities) have a legal status, and it has been these
smaller communities within municipalities that have tended to break away
(Repar, 2006).11 A peripheral community, for example, may be unsatisfied with
an emphasis on public services and investment in the centre of a municipality
and break away to gain control over public expenditures. Although the
population threshold to establish a municipality is 5 000 inhabitants, a
threshold of 2 000 was until recently permitted in exceptional circumstances.
Moreover, these thresholds have not been systematically respected as new
municipalities have been created. Finally, the “cumul des mandats” has not
discouraged fragmentation, since mayors could hold more than one elected
office at a time. Hitherto, approximately one-quarter of the deputies in the
National Assembly have served simultaneously as mayors; some others have
been deputy mayors. It is extremely significant, in this context, that the cumul
des mandats is now being abolished: in future, individuals will not be able to
hold simultaneously the posts of mayor and parliamentary deputy. This could
have a significant impact on the political economy of both regional policy and
municipal finance, among other things.

Recently, fragmentation has started to slow following changes to the
criteria for establishing municipalities,12 as well as an increase in the number of
competences transferred to municipalities since the late 1990s, deterioration in
the ability of the fiscal equalisation system to close the fiscal gap, and the
adverse effect of the recent financial crisis. Nevertheless, the current fiscal
framework remains permissive when it comes to fragmentation.

The impact of municipal fragmentation

There are two important downsides to over a decade of fragmentation:
i) a lack of efficient scale for public service delivery and economic
development, and ii) weaknesses in municipal capacities. These shortcomings
limit the competences local governments can successfully administer and
affect their incentives and resources for participation in regional economic
development. This section addresses each of these issues in turn.
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There generally is no clear policy guidance regarding “optimal size” for
local government, although economies of scale can be detected for specific
services (schools, hospitals, etc.) (OECD, 2006). Yet, as the number and
complexity of the competences of Slovenian municipalities increase, small
municipalities face disadvantages. In Slovenia, municipalities perform a wide
range of functions, the most important of which include provision of
preschool education and primary healthcare, management/provision of
essential utilities (water supply, waste disposal, etc.), library facilities and
public transportation, and public space maintenance and use, including
spatial planning. Those with city or urban status have additional
responsibilities, including public health and hospital administration, cultural
activities and the administration of the network of primary, secondary,
vocational and higher educational institutions. In addition to these functions
the state may transfer to municipalities (with their consent) some tasks that
fall within the state’s competence, provided the funding associated with such
activities is also transferred. This has resulted in a steady increase in the
functions of municipalities; Žohar (2008) reports average 70:30 ratio of
mandatory to non-mandatory (delegated) municipal duties and functions.

In fact, the involvement of municipalities in provision of key services,
though very wide-ranging, is sometimes limited in scope: in many instances
they share responsibility (and financing) with the state. In education, for

Figure 3.2. Municipal map in Slovenia, 2006, compared to 1998 map

Note: Grey: new municipalities created since 1998.
This map is for illustrative purposes and is without prejudice to the status of or sovereignty over any
territory covered by this map.

Source: Zdravko Zlokapa (2008), “Small and Smaller: What is the Smallest”, Local Self-Governance in
Slovenia.
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example, municipalities have exclusive control over preschool education only
and shared competence for primary education. As Figure 3.3 indicates,
expenditures on education services dominate local budgets – more so than for
municipalities in other European Union countries.

Overall, sub-national expenditures in Slovenia amount to 19.4% of
general government expenditures. This, taken together with data regarding
sub-national revenues, suggests that overall decentralisation in Slovenia is
relatively low compared to numerous OECD countries (see Figure 3.4).

Different size and different types of municipalities face different cost and
revenue structures. On the expenditure side, research suggests that small
municipalities face higher administrative costs (up to 50% of the total budget)
than larger ones (e.g. urban municipalities), which confront higher costs for
service areas such as housing, communal activities, and cultural activities. As
in other countries, urban areas finance public theatres, sports venues, larger
health care institutions, and similar services which are often used by non-
residents without any corresponding compensation. One estimate suggests
that larger cities have, on average, 10% to 15% higher costs for service
provision per capita than other municipalities. Rural, mountainous areas face
higher costs for economic activities, such as road maintenance, agriculture, or

Figure 3.3. Main areas of subnational public sector expenditure: 
Slovenia and EU-27, local sector alone

(% of expenditure in 2008)

Note: Data presented come from a table entitled “Main areas of subnational public sector expenditure.”
According to the publication’s note, “subnational public sector […] refers to the conjunction of the
federated public sector level (S.1312) with the local public sector level (S.1313). Data between both sub-
sectors is not consolidated.” For the purposes of better comparing Slovenia with EU countries, the EU27
figures used are those reported as sub-national expenditures for the local sector alone. Definitions of S.1312
and S.1313 can be found through the European System of National and Regional Accounts 1995 (ESA 95).

Source: CEMR-Dexia (2011), “EU Sub-National Governments: 2009 Key Figures”, 2010/2011 edition,
accessed 3 March 2011 at www.ccre.org/docs/chiffres_cles_2010_UK_bd.pdf.
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school transport. Despite these difference, urban-rural differences, and urban-
rural linkages, are not for the most part explicitly addressed in Slovenia.
Legally, both categories of municipalities tend to be treated similarly. On the
revenue side, small local governments can confront a weak tax base and not
surprisingly collected revenues vary widely among all municipalities
(Oplotnik and Brezovnik, 2004).

The ability of small municipalities to provide required services and offer
additional ones can be compromised by fragmentation. There are noteworthy
capacity gaps, particularly among small municipalities, that affect not only public
service delivery but regional development as well. Haček and Bačlija (2009)
present a multi-dimensional administrative capacity index (see Table 3.1) which
indicates that few Slovenian municipalities have a “high” level of administrative
capacity. Moreover, a far greater percentage of small municipalities – particularly
those with fewer than 2 000 inhabitants – have “low” administrative capacity as
compared to more populated local governments.

Weaknesses in administrative capacity come in a variety of forms. One
important dimension of capacity is the size and adequacy of the workforce.
Workforce size ranges from one employee to over 500 – with four the most
frequently number of staff (Haček and Bačlija, 2009; OECD, 2009a). Overall,

Figure 3.4. Decentralisation in OECD countries, 2009
Share in general government revenues and expenditure, 20091

Note: Decentralisation is measured by the changes in the share of sub-national governments in total
public revenues and spending. General government revenues and expenditures are broken out
between central government, sub-national governments (local and, when available, intermediate) and
Social Security. As the share attributed to Social Security varies widely between countries (from 45.3%
of spending in France to 4.4% in Denmark), this has a significant impact on the remaining shares
attributed to central and sub-national governments.
1. Or latest year available: 2008 for Canada, Hungary, New Zealand, Switzerland and the United

States; 2007 for Korea.

Source: OECD National Accounts Database.
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municipal directors find the numbers to be too small. A 2007 survey revealed that
of the 75% of municipal directors who reported difficulties hiring appropriate
staff nearly all report a “destimulating” public sector work environment and/or
labour supply problems as major hurdles to hiring (Haček and Bačlija, 2009).

Oversight mechanisms and quality control can be used to ensure proper
use of government funds and facilitate assessment of public administration
(and public service delivery). In Slovenia, these mechanisms appear to be
relatively weak. With respect to financial management, local authorities may
dispose of revenues as they see fit, organise their own internal auditing
service, and generally oversee themselves. Proper use of municipal funds is
assessed by the municipal supervisory board and the national Court of
Auditors. The Court is legally obliged to audit only ten municipalities per year,
although in practice more audits are conducted. While these audit reports are
taken seriously and can provoke change, municipalities essentially “police
themselves” most of the time – a weak form of accountability. The central
government does not exercise overall economic control of local operations,
but the Office of Budgetary Inspection in the Ministry of Finance does
supervise the use of intergovernmental transfers to municipalities. There is
some question regarding the rigour of this oversight. With respect to public
administration, a 2007 survey found that only about one-quarter of
municipalities engage in some form of quality control (Haček and Bačlija,
2009).

Table 3.1. Administrative capacity of Slovenian municipalities 
by municipal size, 2007

Municipal population
Degree of administrative capacity (%)

Low Medium High

Up to 2 000 50 44 6

2 001 to 5 000 39 57 4

5 001 to 10 000 23 58 19

10 000 to 20 000 26 58 16

20 000+ 21 57 21

All municipalities 31 56 13

Note: This administrative capacity index is composed of six indicators, each weighted equally: 1) the
number of regularly employees is sufficient for the performance of all tasks of a municipal
administration; 2) quality control is performed within a municipal administration; 3) a municipal
administration employs informational and organisational software systems in the organisation of its
work; 4) a municipal administration uses e-mail as a way of communicating with citizens; 5) a
municipality co-operates with neighbouring municipalities; and 6) a municipal administration offers
assistance in the performance of tasks to other municipalities. Up to 2 affirmative answers correspond
to a “low” level of administrative capacity. Three to four affirmative answers correspond to a “medium”
level of administrative capacity. Five to six affirmative answers correspond to a “high” level of capacity.

Source: “Table 10: Size of a Municipality and Its Administrative Capacity (%)” in Haček, M. and I. Bačlija
(2009), “The Administrative Capacity of Slovenian Municipalities”, Lex Localis – Journal of Local Self-
Government, Vol. 7, No. 3, pp. 307-327.
OECD TERRITORIAL REVIEWS: SLOVENIA 2011 © OECD 2011176



3. MAKING THE MOST OF REGIONAL POLICY THROUGH REFORMS IN MULTI-LEVEL GOVERNANCE
Municipal capacity is also taxed by other factors. In one view, an important
strain on local government is the frequency with which laws change. Spatial
planning is particularly burdensome for small municipalities, and laws regarding
spatial planning, for example, change quite frequently making it difficult for
some municipalities to stay up-to-date (see Chapter 2). Municipalities also face
substantial administrative reporting requirements, leaving little time for strategic
analysis or discussion of new issues. Finally, some municipalities encounter
difficulties fulfilling the obligations associated with EU funds. They may lack the
capacities to conduct strategic planning or absorb EU funds in the given
timeframe. Slovenian government requirements with respect to EU funds are
also considered particularly burdensome. The result is that some local
governments consider not putting forward project proposals.

There are various ways into strengthen municipal capacity, a topic
discussed below. At this stage it is worth noting the state of two possible
remedies: use of information technology and inter-municipal co-ordination.
Strategic use of IT can enhance both public administration as well as service
delivery. Yet, as of 2007, only about one-third of municipal directors surveyed
reported that their local government employed software to facilitate internal
work organisation. Less than half reported regular use of email to
communicate with citizens (Haček and Bačlija, 2009). On a more positive note,
there are relatively strong ties among municipalities. The same survey data
reveal that approximately half of all local governments share at least one
organ with another municipality. Nearly all directors surveyed reported that
their municipality co-operated in some way with a neighbouring one and
approximately 40% provided assistance with the performance of tasks to
other municipalities. Such inter-municipal co-operation can help overcome
weaknesses in capacity and problems associated with inefficient scale
through mechanisms such as joint administration or inter-municipal
contracting. This topic is discussed later in the chapter.

Better information and evaluation could contribute to better policy 
design and implementation

Regional development policy is a shared task among levels of government,
among public and private actors, and across multiple sectors. Information,
issues, insights, and capabilities exist throughout this network, producing
inevitable “knowledge gaps” among actors. Instruments are needed that
reveal and share information in order to facilitate evidence-based decision
making, accurate implementation of policies (and adjustment where needed),
and sharing of good practices. Such tools include monitoring and evaluation
systems, statistical data for assessing regional economies, and research
regarding regional development.
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Monitoring, evaluation, and statistical information systems

In Slovenia, monitoring systems for tracking regional development policies
and local public services are somewhat limited. With respect to regional
development, monitoring occurs largely in the context of cohesion policy. In
this context, Slovenia monitors a number of target indicators for the current
programming period. By 2013, for example, the country aims to increase the
percentage of innovative companies from 21 to 44%, contribute directly (0.75%)
to the annual GDP increase, and increase the employment rate by 1.7% (EC,
2007). Slovenia has developed ISARR, a central monitoring system13 that
contains the financial, physical and statistical data on the implementation of
the 2007-13 Operational Programmes needed for financial management,
monitoring, verifications, audits and evaluations. OP SRDP contains four
quantifiable output targets, four results targets, and two impact indicators, as
well as indicators for each of the development priorities. To date, ISARR has not
been extended to other programmes financed through the national budget.
Moreover, no systematic monitoring of the work of RDAs appears to be in place.

Some information does exist regarding municipalities, but what is
available could be more comprehensive – particularly with respect to public
service delivery and municipal finances. The national statistical office makes
data for municipalities available both in an interactive, downloadable tables,
and report-based format (noted below). However, municipal finance data do
not appear to be integrated into these tools, and information regarding public
services could be enhanced.14 Looking beyond the provision of raw data,
information sharing for local government – such as exchange of good
practices – occurs through municipal associations, of which there are three.
Informal information sharing across municipalities is facilitated by the fact
that Slovenia is a small country.

In terms of evaluation, Slovenia’s experience is still developing.
Until 2004, there was no tradition of evaluation in Slovenia and evaluation
processes were largely introduced in response to Structural Funds
requirements. Despite this, few evaluations exist from the previous
programming period. Through 2010, only three evaluations had been
conducted in the context of regional policy: two evaluations of “regional laws”
(for Zasavska region and Posočje) and a 2009 evaluation of the 2007-13
“Development of regions” priority. More evaluations are expected in the
present period. An evaluation plan for cohesion policy has been elaborated. In
addition, the Act Regulating Development Support to the Pomurje Region
for 2010-15 requires a mid-term evaluation in 2012. Overall, however,
monitoring and evaluation culture is generally weak. “Too few reporting
systems” mean that good practice are not being communicated from regions
to the central government effectively (Stewart, 2004, p. 232).
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With respect to statistical information on regions and regional economies,
the national Statistical Office and the Institute for Macroeconomic Analysis
and Development (IMAD) regularly publish data in this regard. This includes a
regional development risk index used for allocation of funds between
regions.15 To support regional policy, the national Statistical Office also
launched an Interactive Statistical Atlas of Slovenia which allows users to
create density maps for demographic and economic indicators nationally (by
region) and regionally (by municipality) over time. Also publically available are
prepared thematic maps which allow online users to select the spatial level
and year, and two reports – “Slovene Regions in Figures” and “Slovene
Municipalities in Figures”. Statistics can also be downloaded at the SI Stat
Data Portal for municipalities, statistical regions, and cohesion regions.16

In addition to these statistical data, there appears to be a need enhance
the transmission of data on the regional and local economies to regional
actors, including the Chambers of Commerce and Industry as well as the
Chambers of Craft and Trade – key stakeholders in the regional economy.
Stewart (2004: 225, 226) found a “clear need for greater information about the
numbers, scale, and activities and problems confronting businesses at the
local level” noting that “the information base around which small business
policies can be developed appears fragile within both sets of Chambers”. The
same research goes on to recognise the importance of information about and
linkages between small and medium-sized firms, as well as research “of
supply chain analysis, of buyer-to-buyer linkages, of formal subcontracting
arrangements and of other approaches” that strengthen interdependence
among local (and regional) firms.

Finally, evidence-based decision making can be supported by research
regarding regional development and regional development policy. GOSP
finances some research in this regard through the research programme of the
Ministry of Higher Education, Science and Technology (GOSP, n.d). However,
one issue that hampers both research and effective policy design is the lack of
a standardised definition of functional regions. Although much work has been
done on the topic, a standardised analytical framework shared by GOSP, IMAD,
and different RDAs is lacking. Some countries, like Sweden, have managed to
come up with one definition, which greatly contributes to the definition of
regional policy objectives. Along the same lines, there appears to be little in
the way of national analysis of regional specialisations. Done well, such
analysis could facilitate evidence-based policy choices for different regions.

Overall, Slovenia’s present arrangements for generating, distributing, and
using information for monitoring and evaluation of regional development
policy, programmes, and regional economies are underdeveloped.
Comprehensive regional economic assessment and corresponding strategic
planning appear weak and unfocused. In Slovenia as elsewhere, when
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regional policy-makers consider potential development priorities, it is all too
often the case that “everyone wants everything” – every regions wants centres
of excellence, competitive agriculture, tourism, universities, high-tech
investment, etc. Clearly, this is not feasible, and policy-making is in large
measure about making choices and defining priorities. Here lies a potential
role for RDAs in collaboration with other public and private actors, such as
statistical offices, universities, or chambers of commerce and crafts. Careful
consideration of regional issues and regional strengths and weaknesses can
attenuate unrealistic ambitions of local authorities and regional actors.

3.2. Addressing governance challenges for regional policy

Section 3.1 highlighted important challenges in the implementation of
regional policy and in particular with key aspects of multi-level governance:
capacity challenges, municipal fragmentation, and weak arrangements for
information sharing and evidence-based decision making. There is no single
instrument to address each multi-level governance challenge, as the challenges
are interdependent. Rather, governance instruments such as platforms for
dialogue, contracts or financial mechanisms can be used together and address
several challenges at once. This section examines four broad priorities that
Slovenia can set with respect to multi-level governance to make the most of
regional policy: i) improving cross-sectoral and vertical co-ordination; ii) narrowing
administrative gaps and strengthening regional actors; iii) strengthening sub-
national finances; and iv) engaging in systematic capacity development and
improving the quality and use of information. Table 3.2 provides an overview of
these priorities, the instruments that Slovenia can use address them, and the
governance challenges/gaps that can be tackled through these mechanisms.

How to improve cross-sectoral and vertical co-ordination

Regional development policy is an integrative concept, concerned with
finding ways to achieve the twin goals of reducing inequality while also
increasing regional competitiveness for economic growth. This means that
regional development policy objectives should be systematically promoted
across ministries and between levels of government in order to avoid
inconsistencies or fragmented approaches that are not necessarily mutually
reinforcing (OECD, 2007a). This section examines steps that Slovenia can take
to improve horizontal and vertical policy co-ordination.

Promoting an integrated territorial approach

Co-ordination of regional development policies at the central level is
challenging, and OECD countries handle arbitration among different line ministries
in different ways. Approaches range from bodies charged with co-ordinating the
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activities of sectoral ministries, fully-fledged ministries, to ministers in charge of
specific regions, or specific territorial lenses in sectoral policies (Boxes 3.3
and 3.4). Often countries adopt several institutional arrangements (OECD, 2010a).
Whatever the type of instruments, they broadly aim to reach three primary
objectives: i) improving efficiency and avoiding redundancies and overlap (short
term); ii) building co-operative partnerships (medium-term), and solving
asymmetries of information in cases of interdependency in policy making; and
iii) building capacities for addressing new types of issues (long-term).

The present government has recognised a need for increased cross-
sectoral co-ordination of regional development and aims to increase policy
coherence at the national level. The recently adopted “Law on Stimulating
Balanced Regional Development” aims at introducing an endogenous regional
development model, providing a systematic national approach to regional
policy, and providing new tools to facilitate rapid response to regional
problems. Two measures are aimed at improving overall policy co-ordination
at the national level.

● The law posits a national development strategy as the basis for other national
and sectoral development and investment programmes.

● Second, although the national actors for regional development policy are
expected to remain largely the same, the bill adds a ministerial-level “Council

Table 3.2. Key priorities and governance arrangements to overcome challenges

Broad priorities for Slovenian multi-level governance Instruments to use
Governance

challenges addre
(see Section 1

1. Improve cross-sectoral and vertical co-ordination • Contracts, enhanced role for Regional Development 
Programme (RDP)

Policy gap
Objective gap

• Inter-ministerial committee on regional policy, 
with high level commitment

• Territorial proofing mechanisms

2. Narrow administrative gaps, strengthen regional 
actors and enhance inter-municipal co-ordination

• Strengthened regional councils Administrative g
Policy gap• Enhanced inter-municipal co-ordination

• Accountability gap

3. Strengthen sub-national finances to reduce the bias 
towards small municipalities

• Change in expenditure formula, to reduce the bias 
that favours small municipalities

Funding gap

• Better link equalisation with revenue-raising

• Modified municipal revenue structure

• Reliance on property tax

4. Engage in systematic capacity development 
and improve the quality and use of information

• Monitoring system extended beyond cohesion policy Capacity gap
Information gap• Monitoring of RDAs

• E-portal for regional development and governance

• Capacity building

• Pilot experiences
OECD TERRITORIAL REVIEWS: SLOVENIA 2011 © OECD 2011 181



3. MAKING THE MOST OF REGIONAL POLICY THROUGH REFORMS IN MULTI-LEVEL GOVERNANCE
Box 3.3. Mechanisms for national cross-sectoral co-ordination 
in OECD countries

● Co-ordinating structures such as inter-ministerial committees and
commissions. This is one of the simplest systems for horizontal

governance as it is based on the existing government structure. Examples

include the Ministerial Committee for Regional Policy in Denmark, the

Presidential Committee on Regional Development in Korea, and the

Cabinet Sub-committee on Rural and Regional Policy in Norway.

● Fully-fledged ministries with broad responsibilities and powers that
encompass traditionally separate sectors. Some positive implications of

the concentration of different responsibilities within the same authority

include: a more open and coherent view, the concentration of skills and

the possibility for a more integrated approach. Specific ministries for

regional development were created in Chile, the Czech Republic, Poland,

and the Slovak Republic – as well as in Slovenia.

● Strategic planning and programming, including agreements, frameworks
and instruments. The formulation and implementation of national regional

policy programmes and/or spatial planning can provide the impetus and

framework for greater central co-ordination and is widely used across OECD

countries. Planning and programming have been recognised as policy tools

for regional competitiveness policies. In many countries, spatial planning is

gradually moving from land-use regulation frameworks towards long-term

strategic documents, focusing on the co-ordination of diverse issues and

interests across sectors as well as between levels of government and often

incorporates monitoring, feedback and revision mechanisms. Examples

include the National Strategic Reference Framework in EU countries, the

National Spatial Strategy in Japan, and the Comprehensive National

Territorial Plan in Korea.

● Special units or agencies that provide planning and advisory support to
facilitate policy coherence across sectors at the central level. High-level

“special units” have been created in several countries to ensure

consistency among sectors. The closer such units or co-ordinators are to a

chief executive, the greater the incentives are for co-operation across

sectoral ministries. Examples include DATAR which is linked to the Office

of the Prime Minister in France and the Austrian Conference on Spatial

Planning under the auspices of the Federal Chancellery. Special units

under sectoral ministries include, for example, the National and Regional

Planning Bureau of the Ministry of Land, Infrastructure, Transport and

Tourism in Japan and the Spatial Economic Policy Directorate of the

Ministry of Economic Affairs in the Netherlands.
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for Territorial Balance of Development Initiatives” headed by the Prime
Minister. It is to improve co-ordination of development policies with regional
impacts by co-ordinating the planning and execution of ministries’ regionally
relevant tasks, executing territorial development dialogue, co-ordinating

Box 3.3. Mechanisms for national cross-sectoral co-ordination 
in OECD countries (cont.)

● Regional ministers. Ministers must take into consideration the territorial

aspects of the programmes and policies of their portfolios. For example,

Canada appoints “regional ministers” who have regional responsibilities

and represent the interests of their respective regions (see Box 3.4).

Ministers combine their regular (sectoral) portfolio duties with their

regional political roles. France and the Netherlands have appointed a

minister who represents the interest of the leading region in the country,

i.e. the State Secretary for the development of the Capital Region of Paris

and the Minister for Randstad.

● Territorial proofing mechanisms. Territorial proofing is a mechanism that

monitors government policies to prevent them from having a negative

impact on certain types of territories. Ideally proofing should be

implemented in the early stages of the policy designing process. In addition

to the rural proofing system of the UK and Canada, Korea and Sweden

recently introduced a rural proofing mechanism. In Sweden, the rural

development strategy was developed in 2009 and every ministry had an

assignment to look at their own policy area and put a rural perspective on it.

In Finland, the Ministry of Employment and Economy has required sectoral

policy makers to clarify their regional strategies and assesses regional

impacts (regional proofing) since 2004. Ten key sector ministries must

define regional development plans concerning their field of responsibility,

which fit into the Regional Development Act guidelines defined by law and

the nine regional development targets adopted by the government in 2004.

● Combining financing and/or creating a consistent and comprehensive
budget. The budgeting system is also a powerful tool for more integrated

policy-making. Integrating financial tools and programmes can contribute

to improve transparency, synergy across sectors and facilitate accountability

and performance monitoring. Mexico grouped together ministerial budgets

for rural policies into an official rural budget under the Special Concerted

Rural Development Programme. Korea transformed many specific-purpose

national grants into general grants, and established the Regional

Development Special Account. A block grant was then adopted to give local

municipalities the authority to autonomously design projects.

Source: OECD (2010), “Regional Policy in OECD Countries”.
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Box 3.4. National presence at a regional level: the example 
of the Atlantic Canada Opportunities Agency (ACOA)

At the outset of creating the Regional Development Agencies (RDAs), the

Government of Canada had as a concern the building of strong, effective

organisations structured whereby the senior officials, including the Deputy

Minister, were as engaged and attuned as possible with regional realities and

priorities impacting economic development. This guiding principle necessarily

brought with it a great importance of co-ordination and accessibility between

the national government and regional actors. While several national or sectoral

departments enjoy a regional presence with satellite or regional offices, such

as Fisheries and Oceans Canada, Transport Canada, and Canadian Heritage,

these departments’ higher level, decision-making officials remain in the

National Capital Region of Ottawa. While the regional presence of these

departments provides working-level capacity across the country, there

remains a geographic and thus meaningful barrier between policy and

programming decision-makers in Ottawa and regional entities.

The Atlantic Canada Opportunities Agency (ACOA), like the other RDAs,

has a full complement of high level Government of Canada officials located

throughout the four Atlantic Provinces. As it stands, the Agency’s President

– a full federal Deputy Minister – and ACOA Vice-Presidents are the most

senior federal officials in each Atlantic Province. This level of federal

decision-making presence in the region fosters more direct collaboration and

partnership with key public stakeholders, and facilitates a building of trust

and mutual understanding. This structure allows for collaboration with a

variety of entities, including other federal departments with regional offices

in the region, provincial governments and municipalities, and private

stakeholders including industry, entrepreneurs, higher education

institutions, and business associations. This directly supports ACOA’s

emphasis on having regional development come from within the region, with

responsibility for planning and initiating regional development coming from

Atlantic Canadians. The Agency ensures a direct connection between federal

decision-makers and the public and private sectors in the region in order to

move forward on regional development initiatives in Atlantic Canada.

Initially, ACOA focused on small business start-up and entrepreneurship

promotion. However, over the years, the Agency’s approach has evolved and

broadened to include innovation, international trade, and community

development. One key factor in the Agency’s success has been its ability to

build upon national strategies in areas like science and technology and adapt

them to the specificities of Atlantic Canada through the creation of regional

programs such as the Atlantic Innovation Fund (AIF).
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“Agreements on Development of Regions” of individual regions, and proposing
to the government decisions outside of its competence (Government of the
Republic of Slovenia, 2011 [Art. 8]).

The introduction of a cross-sectoral body at the national level is not
unprecedented. From 2000 to 2003, the Ministerial Council for Structural
Policy (a co-ordinating body of nine ministries) was supposed to establish
priorities for regional development and formally approve regional
development programmes. The National Agency for Regional Development
(NARD), established by the 1999 Law on the Promotion of Balanced Regional

Box 3.4. National presence at a regional level: the example 
of the Atlantic Canada Opportunities Agency (ACOA) (cont.)

An intrinsic part of ACOA’s role as a regional development agency is

advocacy on behalf of the Atlantic region at the national capital in Ottawa.

While the Agency’s headquarters are in the region, ACOA has an office in the

national capital that plays a role in monitoring and influencing the federal

policy agenda. For example, if a national department is moving forward with

a new policy or program that will have an impact on economic development

in the Atlantic region, ACOA is mandated to ensure that Atlantic priorities

and concerns are considered in the policy and decision-making process. This

requires a level of co-ordination and collaboration at different levels of the

federal bureaucracy, and is helped by the presence of senior level ACOA

officials and Ministers in Ottawa.

RDA ministers are responsible and accountable to both the Prime Minister

and Parliament, and thus to the public. RDAs like other national

departments, participate in the public reporting process, which includes the

parliamentary tabling of yearly reports on plans and priorities for the coming

year, as well as past-year performance reports. As these reports are focused

on the outcomes and results of activities, and not on the activities

themselves, they help ensure that departments and agencies are held

accountable for the use of public funds.

The RDAs authority to make decisions around and disburse public funds

provided for a specific program or initiative is not indefinite. Generally, this

authority is provided for a period of five years, and may be renewed by the

Minister responsible if the program is deemed relevant. RDAs, like other

federal departments, must demonstrate through program evaluations to

Treasury Board in Ottawa that the activity is achieving its goals. A program

evaluation is required in order for a Minister to continue a program. Unless

substantial changes to a program’s terms and conditions are required,

Treasury Board approval is not part of the program’s renewal.

Source: ACOA (2011).
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Development, was also intended to integrate the activities of several sectoral
ministries. (Stewart, 2004) This agency was dissolved in 2006. The new Council
will be the first to require that ministries execute planning at the regional
level, which is presently undertaken on a sectoral basis.

Experience from OECD member countries indicates that a horizontal
commission chaired by one sectoral ministry may be limited in pursuing
multi-sectoral objectives and hinder full involvement of other ministries. The
OECD promotes alternating the chairmanship among participating ministries,
or meta-ministerial leadership. The higher the leadership within these types
of commissions, the stronger the incentives are to participate and the greater
the engagement of the different actors. Hence the importance for the new
Council for Territorial Balance of Development Initiatives to be effectively
chaired on a regular basis by the Prime Minister. Strong commissions/councils
play a role that usually goes further than “regional policy” per se. For example,
in France, the CIADT – Comité interministériel à l’aménagement et au
développement du territoire – has played an important role in the preparation of
the recovery strategy in the crisis context.

As a complement to a newly created inter-ministerial Council, Slovenia
may wish to further consider territorial “proofing mechanisms”. Territorial
proofing is a mechanism that monitors government policies to prevent them
from having a negative impact on certain types of territories. For example,
Canada’s “rural lens” aims to ensure that rural priorities are taken into
consideration in the development of government policy and that there is
policy coherence over rural objectives across ministries. The Community
Futures Programme promotes bottom-up economic development in rural
areas. Finland’s multi-year Rural Policy Programme also seeks to draw
attention to the specific needs of rural areas. “Broad” policies proactively
integrate these needs into central government decision making in different
sectors. “Narrow” policies specifically target rural areas. It is important to
note that if the proofing is not implemented in the early stages of the policy
designing process, the opportunity for influencing policy decisions might be
drastically diminished.

Strengthening vertical relations between levels of government

Regional development policy in Slovenia is a responsibility shared by the
central and municipal governments, with the support of regional actors.
Mechanisms are needed to manage this vertical independence in a way that
promotes performance, even in the presence of information asymmetries
between parties. In OECD countries, contracts among levels of government are
used in both unitary and federal states to help do just that (Box 3.4). In the
context of regional development policy, contracts can facilitate cross-sectoral
co-operation, enhance the accountability of actors, incorporate monitoring
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arrangements, support capacity building and learning, and provide an
incentive framework for parties to perform efficiently. At present the primary
contractual arrangement for regional development policy in Slovenia is the
Regional Development Programme (RDP).

As noted previously, the RDP extends over a period of seven years (2007-13)
with an operational implementation plan of three years. However, the RDP is
of limited usefulness insofar as the implementation plan is neither
compulsory for municipalities, nor integrated into the state budget. The RDPs
should reflect both regional priorities and priorities in the National
Development Plan. However, in the past there have been impediments to
identifying regional priorities and aligning them with national ones.
According to Lindstrom (2005), RDAs were minimally involved in the drafting
of the 2000-06 National Development Plan (NDP), leading to a divergence
between national priorities and regional ones, as reflected in some RDPs. In
other cases, the alignment was too perfect – with RDAs copying NDP priorities
directly into RDPs. By one account, the majority of RDAs lack a long-term plan
and vision for the region.

Recent changes in the Law would move Slovenia in the direction of stronger
contractual arrangements by introducing “Agreements on Development of
Regions” – contracts between development regions and the central
government. These contracts would complement the RDP, would be
established for three years, and would be approved by the national
government (through the proposed inter-ministerial committee) and the
regions (via regional development councils). These agreements would bring
together sectoral projects with significant regional impact as well as
EU projects funded in a region. Strategic documents would remain largely the
same, but implementation plans would assume an obligatory status and
would be integrated in the national budget. Table 3.3 indicates the various
strategic documents to be associated with regional development policy.

The Strategy of Regional Development of Slovenia in combination with
the Agreements on Development of Regions could be helpful for regional
actors seeking to identify national priorities that are specific for regional
economic growth. However, past difficulties with identifying unique regional
priorities could remain. This issue is not unique to Slovenia: many
EU countries find their RDPs insufficiently differentiated across regions and
pursue the same objectives whatever the type of region. However, it does
highlight the added-value of capacity building for RDAs, the importance of
regional partnerships, and the potential usefulness of national analysis of
regional specialisations.

Finally, the new law envisages a “territorial or regional development
dialogue” that would involve negotiations between the central and regional
actors focusing on the development specialisation of the region. The goal
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would be to generate permanent fora for bringing regional issues before the
government. In the past there have been successful monthly meetings
between mayors and regional actors with the government involved in
development of the region and the goal is to extend this approach more
systematically. Such fora are not unprecedented in OECD countries. Sweden,
for example, as has a national forum for regions. It has proven successful in
strengthening the dialogue across national and local actors on development
priorities and regional policy (Box 3.6).

Contractual arrangements can also facilitate cross-sectoral co-ordination
at the national level. Although they are often employed as an instrument to
manage intergovernmental relations, they can also foster dialogue across
ministries in the negotiation phase. For example, nearly 20 ministries
participate in the Contrat de Projet État-Régions in France (Box 3.5). The
ministries that contribute most to the regional programmes covered by these
contracts are the Ministry of Infrastructure, Transportation and Housing,
followed by the Ministry of Education and the Ministry of Agriculture. Inter-
ministerial co-ordination in the regions is the role of the DIACT (Délégation
Interministérielle à l’Aménagement et la Compétitivité du Territoire, under the
authority of the Prime Minister’s Office).

How to narrow administrative gaps and limit municipal fragmentation

A second key priority for multi-level governance is to narrow
administrative gaps, i.e. to reduce the mismatch between administrative
boundaries and those of functional economic areas, which presents a challenge

Table 3.3. Hierarchy of regional policy documents

Slovenia’s Development Strategy

Programme of National Development Priorities and Investments (PNDI)

National Strategic Reference Framework 2007-13 (present)

Strategy of Regional Development of Slovenia (proposed)

Re
gi

on
X


Agreement on Development of Region X




Agreement on Development of Region Y



Re
gi

on
Y

Regional Development Programme (RDP) Regional Development Programme (RDP)

• RDP Implementation Plan • RDP Implementation Plan

• Area Development Partnership • Areas Development Partnership

• Interregional/Joint Development Programme

Note: The Programme of National Development Priorities and Investments (PNDI) provides an
indicative relation between the scope of sectoral and regional projects. It is to be a mid-term
implementing document in the field of development planning and will replace the current National
Development Programme of Slovenia.
Source: OECD elaboration; OECD Questionnaire, 2010.
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Box 3.5. Examples of intergovernmental contracts: 
France and Italy

France

The Contrat de Plan État-Région (now Contrat de Projet État-Régions) has become

a key tool of French regional policy. Nearly 20 ministries participated in the

previous generation of CPER (2000-06), and all contributed to varying degrees.

The ministries that contributed the most to regional programmes under these

contracts were the Ministry of Infrastructure, Transport and Housing, followed

by the Ministry of Education and the Ministry of Agriculture.

Co-ordination of the various ministries’ actions in regions is the

responsibility of both the inter-ministerial role of the DIACT (Délégation

Interministérielle à l’Aménagement et la Compétitivité du Territoire, under the

authority of the Prime Ministry) and the “prefect” role of negotiator of the

contract (the other party is the president of the regional council) who refers

to the variety of ministries who are stakeholders of the contract (with the

participation of their deconcentrated services in regions).

Italy

Italy’s regional development policy has a marked contractual nature. The

emphasis on participatory forms of territorial development planning and on

recourse to contractual forms of multi-level governance can be considered

the outcome of at least three factors: i) the influence of foreign experience;

ii) a country-specific need for procedural and decision-making simplification;

iii) the strong influence of EU territorial development policies. Indeed, the

shift towards instruments of a predominantly contractual nature is part of a

process that dates back to the mid-1980s and is partially modelled on foreign

experience (in particular, the British “culture of public-private partnership”

and the French “State-Regions planning contract” of the early 1980s). This

influence, along with the country-specific need for simplification that was at

the basis of the first experiences with the “contractualisation” of public

programmes notably the institution of the accordi di programma (programme

agreement) and the conferenza dei servizi (service conference), which primarily

aimed at overcoming bureaucratic inertia and veto power and thus speeding

up the decision process. The choice of contractual instruments as a strategy

for co-ordinating development policies involving multiple public and private

actors, complex decision making and the unified management of financial

resources dates back to the mid-1990s and goes under the name of

“negotiated programming” (Law No. 662/1996).

Source: OECD (2007), Linking Regions and Central Governments: Contracts for Regional Development,
OECD Publishing, Paris; OECD (2010), Territorial Review of Sweden, OECD Publishing: Paris.
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for economic development and public service delivery. In cases such as
infrastructure investment, promotion of innovation, and R&D, the appropriate
scale of intervention is often not local but regional. A regional perspective and
commitment to regional goals are needed, as are regional institutional
arrangements, resources and capabilities. The absence of an effective regional
co-ordination hub in Slovenia hampers this. Other public services may be
appropriately delivered locally, but small local governments are likely to find
themselves without the resources or scale to do so efficiently. Policy
interventions need to be matched to the correct geographic scale, such as
groups of municipalities, regions, cross-border regions, or other economically
appropriate geographic areas of co-operation. This section discusses three

Box 3.6. Cross-sectoral co-ordination in Sweden: 
The national forum on regional competitiveness

In 2007, a national forum on regional competitiveness, entrepreneurship and

employment was set up to create a formal setting for the discussions that took

place in the preparation of the National Strategic Reference Framework (NSRF).

The forum serves as a platform for ongoing political dialogue among national

and regional representatives, for which the NSRF and the Regional

Development Programmes were the starting points. This form of co-operation

is also expected to facilitate Swedish discussions with the European

Commission. The forum has met eleven times since 2007 and the debates have

focused on themes related to the priorities of the NSRF, such as regional

enlargement, regional innovation systems, cross-border integration as well as

the future cohesion policy, local and regional ownership of the Lisbon strategy,

and rural development issues. The forum is well appreciated by the national

and regional representatives.

The Swedish government has stimulated the participation of national sector

agencies in regional development work by thematic groups of agencies based

around the national priorities for regional competitiveness, entrepreneurship

and employment. The aim is to facilitate sectoral co-ordination and to ensure

continual contact and collaboration between regional representatives, national

authorities and local authorities and give opportunities for knowledge

acquisition and knowledge circulation. Three thematic groups have been set up

on the basis of the priorities of the Swedish NSRF (Innovation and renewal, Skills

supply and improved labour supply, and Accessibility. Strategic cross-border

co-operation has been a horizontal priority in all three groups). The thematic

groups have contributed to the work of co-ordination and co-operation between

national agencies and between agencies and regional actors. They have also

been used as a resource for discussions at the national forum.

Source: OECD (2010), Territorial Review of Sweden.
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categories of solutions: regionalisation, creation/strengthening of regional
structures, and inter-municipal co-ordination.

Establishing administrative regions

Many options exist in terms of regional reform and countries’ choices are
very much determined by their institutional/administrative context. OECD
countries have developed a number of governance tools to align administrative
regions with functional ones, from “soft” co-operation tools such as common
discussion platforms, to agencies with specific co-ordination mandates in
certain policy fields, to creation of new administrative regions. The creation of
regions as governmental/administrative entities is one potential response to
the “policy gap” at regional level and to the difficulties that municipal
fragmentation poses for regional development. Regionalisation has been
particularly important in EU countries, partly owing to the rules for allocation of
Structural Funds, which are based on statistically defined NUTS2 regions. There
is no one-size-fits-all solution for regional reform. Several unquantifiable
parameters need to be taken into account, and pros and cons need to be
carefully judged by national, regional and local authorities.

Table 3.4. Examples of regionalisation reforms across OECD countries

Type of regionalisation reforms Country

Consolidation of existing elected regions France (1986; 2000s)

Italy (1990s)

Spain (1990s-2000s)

Newly created regional levels (elected) Poland (1999)

Czech Republic (in 2000)

Slovak Republic (in 2002)

Denmark (2007)

Sweden (pilot experience in 2 regions since 1997)

Newly de-concentrated regional level Ireland (1994)

United Kingdom (in 1998 and 1999)

Greece (1987)

The Netherlands (city regions)

Attempts to create new elected regional level 
(under discussion)

Hungary: transformation of the seven existing statistical 
planning regions into local governments

Chile: ongoing reform to create a directly elected regional 
council

Sweden (2007 Committee on Public Sector Reform)

Failed attempts to create an elected regional level 
(citizens voted against)

Portugal (1999)

United Kingdom (2004)

Source: OECD (2010), Territorial Review of Sweden
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Regionalisation reform has been debated in Slovenia for a number of
years. A first regionalisation proposal was introduced in 1998. Since then
varying proposals have emerged regarding the number of regions. Experts
have proposed six to eight regions with sufficient human and material
resources to carry out the tasks assigned to them, to act as reasonably strong
partners to the state, to be involved in cross-border issues, and to effectively
manage EU funds (Vlaj, 2008). However, in 2007/08 the government proposed
14 “development regions” for political reasons. More recently in early 2011, the
government presented a proposal for six regions based on dioceses borders,
considered as a strong basis for regional identity.

The move to establish self-governing regions would create provinces that
assumed (currently) national responsibilities that could be executed
regionally, as well as municipal tasks which were not effectively implemented
locally (EU Committee of the Regions, 2007; Box 3.7). Regionalisation would
have wide-ranging implications in areas such as public finances, the position
of municipalities, the responsibilities of ministries, cross-border co-operation,
acquisition and use of EU Structural Funds, delivery of public services, and
democratic accountability (Vlaj, 2008). As such, the pros and cons of such
change should therefore be carefully considered.

Box 3.7. Overview of regionalisation reforms in Slovenia

Regionalisation proposals generally envisage self-governing regions with their

own property and financial resources, competences, and directly elected

representative bodies. They would assume three categories of competences:

● Tasks of local importance are to be primary tasks of a region, but are to be carried

out with participation of municipalities. These are local tasks with a scope

that extends beyond municipal boundaries, such as promotion of economic

development, promotion of marine fishing, and prevention of drug abuse.

● Tasks of regional importance would also be considered core competences. These

tasks would be delegated to regions and are of neither local nor national

importance. These include harmonised regional development, spatial

planning, construction and maintenance of regional roads, environmental

protection, traffic and transportation links, and services of regional

importance such as hospitals, education, culture and social institutions.

● Tasks of state importance are those administrative tasks which would be

delegated by the state to the region, along with corresponding funding.

These appear to correspond to tasks currently administered by the

58 deconcentrated administrative units, such as issuing building permits.

Regions would be responsible for administrative tasks that are not
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A first argument for the creation of administrative regions is that
municipal fragmentation compromises public service delivery and the effectiveness of
decentralisation. Specifically, the effectiveness of decentralisation to enhance

Box 3.7. Overview of regionalisation reforms in Slovenia (cont.)

otherwise legally required of ministries or legally vested in the competences

of municipalities.

The responsibilities of existing regional bodies would be transferred to

regional institutions.

Assigning tasks to regions involves changes to over fifty existing laws and

the constitution. Some of these changes have already been made. In 2006, the

National Assembly adopted constitutional amendments that provide the basis

for the decentralisation of powers from the central to the regional level.

Subsequently, in spring 2007, the government drafted laws on regions,

financing regions and regional elections. This included an Act on Establishing

Regions, which did not receive the necessary support in Parliament. The

National Assembly subsequently called a non-binding referendum on the

creation of 13 provinces and a special status for the City of Ljubljana in

June 2008. With a very low turnout (10.9%), voters in 11 out of the proposed

provinces voted for the government’s proposal. In July, the government

forwarded a new draft Act on Establishing Regions to Parliament. But again, it

did not receive the necessary support in the National Assembly (2/3 majority in

the parliament) and reform was postponed. In 2010, the government opted to

pursue changes to the Law on Balanced Regional Development as a short-term

alternative to regionalisation due to the difficulties reforms had encountered,

as well as to implement changes to regional development policy. A new law on

Balanced Regional Development was adopted in March 2011.

Political consensus on the need for regionalisation was high in 2006 when

then constitutional changes were approved. Since then, however,

disagreement has emerged on the number of regions, their competences,

financing of regions, the seats of regional authorities and agencies, the

names of regions, their relationship to municipalities, etc. There is also the

concern that regionalisation would lead to an additional tier of bureaucracy

that would hinder, not help, accessibility of government suggests the

importance of clearly defined assignment of competences. Early indications

suggest that the most recent proposal for six regions is likely to encounter

continued resistance.

Source: Vlaj, S. (2008), “Regionalisation of the Republic of Slovenia”, Uprava, Vol. VI, No. 1, March,
pp. 7-31; Congress of Local and Regional Authorities of Europe (2001), “Report on Local and Regional
Democracy in Slovenia – CG (8)6 Part II”, presented at the Eighth Session, Strasbourg, 29-31 May;
EU Committee of the Regions (ed.) (2007), “The Slovenian Presidency of the Council of European
Union and the Committee of the Regions”, p. 14; Government Office for Local Self-Government and
Regional Policy (2011), “Government proposal for six regions”, press release, 9 February.
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local governance and service delivery may be compromised if the quality of
local governance is lacking due to small size (i.e. inefficient scale), weak
finances, and limited capacity. In this context, regions could potentially
strengthen decentralisation if properly delimited, empowered, governed, and
financed. A regional tier could support those municipalities too small to
effectively administer certain competences, could weaken tendencies toward
centralisation, and could preserve the local accountability intended to
accompany decentralisation (CLRA, 2001). They could also overcome purely
local interests in lieu of a broader, regional view. New administrative regions
would need to allow a better match between administrative and functional
perimeters – although the later are by nature constantly changing over time.

A second argument is based on the perception that existing regional
institutions are inadequate for promoting economic development. As noted earlier, the
existing regional organisations do not provide an effective hub for co-ordinating
regional priorities, actors, or actions. To date, Regional Councils have often been
driven by municipal self-interest rather than a regional perspective. Moreover,
there is presently no legal definition of a “regional” project, thereby facilitating
the funding of what are actually local projects. The Regional Development
Agencies, although they have the potential to act as a regional co-ordination
hub and to bring together various stakeholders, at present have little authority,
weak financing, and variable capabilities. The political support needed from
municipalities to move projects forward is not guaranteed to be forthcoming.

A third pro-regionalisation argument is that self-governing regions would

enable more efficient acquisition and use of EU Structural Funds (Vlaj, 2008). The
existence of regions may prevent over-fragmentation of projects focusing on
municipal infrastructure, and could allow a more strategic approach to
economic development. Of course, new regional bodies might have little
experience with EU projects and would have to face a learning curve.

These three main arguments for regionalisation must be balanced
against counter-arguments. Slovenia has no historical tradition of regional
government, political arrangements that favour local government, and small
geographic space. There should be sufficient separation between different
tiers of government in order for citizens and firms to distinguish among the
central, regional, and local governments. In such a small country, the
administrative and geographic space can become crowded, and thus
inefficient (Stewart, 2004). To date, citizens seem to have been little involved in
the regionalisation debate and there is little insight regarding citizens’ support
for regional reform in Slovenia. The low voter turnout for the 2008 referendum
on the topic (10.9%) suggests limited interest in, or understanding of, the topic.

There is also a concern that adding a regional tier would make
government less, not more, accessible to citizens by adding an additional layer
OECD TERRITORIAL REVIEWS: SLOVENIA 2011 © OECD 2011194



3. MAKING THE MOST OF REGIONAL POLICY THROUGH REFORMS IN MULTI-LEVEL GOVERNANCE
of bureaucracy in a small country. Reform could also be costly, especially if
municipalities are not active stakeholders in the reform. It should be noted
that few countries have succeeded in creating new layers of government
through the merger of existing administrative units in recent years. Denmark
is among the few recent examples. France, Italy, Poland created new regions
without suppressing lower administrative units (departments or provinces).
Change in the number of units or number of levels of governance is rare. The
institutions responsible for governance are sticky, and they often survive long
after the conditions that brought them into being have ended (Hooghe and
Marks, 2003).17 If regionalisation were to occur in Slovenia, these concerns
highlight the importance of clear allocation competences among levels of
government, visible entry points for citizens and firms, and effective
communication regarding changes to ensure citizens hold the proper level of
government accountable for its obligations. In weighing the pros and cons of
regionalisation, it should be clear that the various options for regional reform
are a political and societal choice, rather than a strictly economic one.

Strengthening regional actors

One alternative to the creation of self-governing regions is to strengthen
existing regional institutions in order to ensure a true regional orientation, to
improve regional decision making, to enhance skills for regional development,
and to strengthen the quality of projects and planning. This can be seen as a
less “radical” option than the creation of a new layer of government and yet can
still provide more flexibility in terms of governance. The reforms of the law on
balanced regional development appear to go in this direction. As discussed
previously, certain reforms would help shift policy and projects away from a
local orientation toward a regional one. Key provisions in this regard include:

● a reconfiguration of the Regional Development Councils which incorporates
three categories of regional actors and thereby attenuates the influence of
municipalities and increases the potential for partnership;

● a GOSP presence in each region to encourage and facilitate regional activity,
vertical relations between the central government and regional actors, and
“territorial dialogue”;

● use of contractual arrangements to manage vertical relations between
levels of government and projects at a regional level which should
strengthen accountability and co-ordination;

● continued attention to bringing together regional actors through a “regional
development network”;

● a focus on facilitating integrated regional development projects; and
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● provisions for inter-regional co-operation on projects, which can facilitate
better integration of sectoral and regional objectives as the present
12 regions can be too small to address certain development problems.

There are other aspects of the law which could strengthen regional
development policy. These include an emphasis on fostering endogenous
growth and recognition of the need for regional specialisation, creation of a
more systematic mechanism for responding to shocks, and increased focus on
evaluation and monitoring (OECD, 2010e).

The new law clarifies the status of RDAs. In the past, RDAs could be
established under a different status in each region. In particular, they could be
private, for-profit enterprises. Article 20 of the new Law states that “the
municipalities in the Region establish a RDA as a public institution”. This is on
balance a positive change, since a mixed status raised issues of conflict of
interest, with RDAs potentially preferring profitable tasks over those that have
public/community value.

Table 3.5. Pros and cons of the creation of a new regional administrative layer in Slove

Broad policy objective Pros Cons

Make economies of scale in public service 
provision

• More capacities at the regional level 
for strategic planning

• Too small size of the country and 
population to allow regional tiers, 
less costly to develop strong central 
ministries/agencies in charge of regi
development

• A regional tier could support those 
municipalities likely remain too small 
to effectively administer certain 
competences

• The administrative and geographic s
and can become crowded, and thus 
inefficient

Enhance competitiveness and regional 
growth

• Regions could also overcome purely local 
interests in lieu of a broader, regional view

• Cost of functioning of new administr
regions

• The existing regional organisations do not 
provide an effective hub for co-ordinating 
regional priorities, actors, or actions

• Additional red tape

• The existence of regions could prevent 
over-fragmentation of projects related to 
EU funds and could allow a more 
strategic approach to economic 
development

Co-operate with European regions and 
better compete on the global scene

• Partnerships with other NUTS 2 regions, 
more effective governance for cross-
border or macro-regional projects

• Size of newly created regions too sm
an international perspective to be 
competitive

Enhance local democracy • Directly elected regions, clearer 
democratic engagement than regional 
development councils

• To date citizens seem to have been li
involved in the regionalisation debate
there is little insight regarding citizen
support for regional reform in Sloven

• Additional layer of bureaucracy in a s
country: government less accessible

Source: OECD elaboration.
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While the law represents a welcome attempt to rationalise the governance of
regional development policy, the key challenge will be to implement the reform,
with the resistance that may arise. As with all reforms, there well may be resistance
to change from vested interests. Although changes proposed under the new law
may be insufficient in some areas, some mayors believe they go too far and
strengthen regional agencies too much. Moreover, changes to the configuration of
Development Region Councils places some decision making regarding municipal
budgets in the hands of economic associations, NGOs, and other municipalities.
This may make implementation difficult. For the Slovenian Association of
Municipalities, the new legislative provisions represented good grounds for further
talks, but is the association did not fully support them. Some resistance from
mayors to changes at the regional level is to be expected. According to Stewart
(2004), “the creation of a regional capacity for economic development can represent
a threat to the mayor, and working in partnership with the private sector and with
community and voluntary associations is a way of working not yet familiar to all
mayors”. Another concern is that strengthening Development Region Councils
without ensuring adequate transparency and accountability to regional (and local)
stakeholders and citizens risks creating a “democratic deficit”.

Strengthening the quality and capacities of regional institutions can be
seen as a precursor to regionalisation, an alternative to regionalisation, or as
important for effective regional policy – irrespective of regionalisation. The
third view is best. High-quality regional institutions and capable actors that
engage in useful strategic planning, that integrate the interests of regional
stakeholders, that chart a course based on and intended to cultivate regional
assets, and have the authority and capacity to co-operate effectively across
borders can have a positive impact, even as the regionalisation debate unfolds.

Inter-municipal co-ordination

Regional solutions to efficiency and effectiveness problems linked to
economic growth should also be coupled with local ones. As noted previously,
while there is no optimal municipal size because the appropriate scale differs for
different services, small municipalities generally find it difficult to provide the full
range of public services efficiency. As a result, OECD countries support inter-
municipal co-ordination to achieve efficiency and effectiveness in public service
delivery. In bringing municipalities together, policy makers may also seek to:

● make administrative boundaries for strategic policy making consistent with
the geographic boundaries of functional/economic areas;

● reduce duplication of projects or services at a local level;

● generate or access new or sufficient funds to provide public services;

● enhance the quality of service provision; and/or

● counteract institutional fragmentation (OECD, 2005).
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The Slovenian Local Self-government Act allows for three specific forms
of such co-ordination: merging municipal administrations; creation of
municipal associations; and the establishment of joint management bodies.

Mergers are not actively being pursued in Slovenia. This is not surprising, as
consolidation reforms can be difficult to implement. To some extent this reflects
straightforward political economy considerations: there are usually important
constituencies prepared to defend the status quo, including municipal officials.
This is a particularly relevant consideration in the case of Slovenia, where mayors
have played a very prominent role in national political life since independence.
However, resistance to territorial consolidation often reflects more than just the
vested interests of a particular class of officials. The autonomy of small
settlements is often valued by local communities, even if this autonomy is largely
symbolic where municipalities are too small to perform significant public
functions. As Swianiewicz (2010) observes, forced consolidation can have
negative side effects in such situations, reducing the accessibility of local
administration, eroding the identities of some small communities and generating
conflicts within the new merged entities. Moreover, the transition arrangements
needed to make mergers work often imply substantial on-going costs. Although
recent legal changes require a minimum population of 5 000 to establish a
municipality in Slovenia, those that fall below this threshold will not be required,
or provided with incentives, to merge.

Municipal associations are also not particularly popular. In these cases,
municipalities form a common council with representatives from each entity
in order to provide a service. While this mechanism is an option, it is generally
not used because of the difficulty associated with transferring the competence
to the joint body. Thus, of the three options, only joint management bodies
appear to be used somewhat regularly.

Examples of such co-operation can be found throughout the OECD. France,
for example, is at the forefront of such co-operation, opting to promote co-
operation over municipal mergers. “In 2007, 91% of French municipalities
belonged to 2 588 inter-municipal co-operation structures with own-source tax
revenue, representing 87% of the population” (CEMR, 2009, p. 5). In Slovenia,
joint management bodies are possible for particular purposes and
municipalities have must have a budget line for them. In 2005, amendments to
the Financing of Municipalities Act provided financial incentives for joint
municipal administration by offering national co-financing arrangements: 50%
of the joint management bodies’ staff costs are reimbursed by the central
government to the municipality during the next fiscal period (OECD, 2009a). The
result has been an increase of municipal participation in such bodies, from nine
joint management bodies in 2005 to 42 in 177 municipalities today. The most
frequently performed tasks are inspection (waste management, roads, space,
etc.), municipal warden service, physical planning and internal audit.
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Overall, inter-municipal co-operation has risen in recent years, in
particular with projects that require a large number of users (regional water
distribution systems, regional disposal facilities of municipal waste).18 This
may be due to the decline in available investment funds as a result of the
financial crisis, and/or to the financial incentive for joint management bodies
provided by the national government. This rise – in conjunction with the large
number of municipal directors reporting use of inter-municipal co-operation
(Table 3.6) – suggests that service provision in some areas may not be not as
fragmented as the map of Slovenian municipalities might suggest.

Despite these examples of inter-municipal co-ordination, there is scope for
improvement – both for improving local public services and for encouraging
regional economic growth. While municipalities work together on regional

Table 3.6. Inter-municipal co-ordination and regional participation in Slovenia, 200
Responses from a survey of 118 directors of municipal administration

% and number 
of directors that repor

(unless otherwise indica

Inter-municipal co-ordination

… the municipality co-operates with neighbouring municipalities1, 2 98% (115)

Areas of co-operation:

Public utilities 75% (85)

Health services 59% (67)

Infrastructure 50% (57)

Primary schools and kindergartens 36% (41)

Joint municipal administration 16% (18)

… the municipality offers assistance in the performance of tasks to other municipalities1, 2 43% (50)

Areas of assistance:

Performance of inspection control 39% (19)

Joint performance of public services 37% (18)

Staff training 22% (11)

Introduction of quality control 4% (2)

Other 22% (11)

Participation with regional development agencies (RDAs)3

… the municipality is a co-founder of an RDA 84% (98)

… the municipality applies for projects through an RDA 61% (71)

… the municipality co-operates with an RDA in other ways 5% (6)

Note: Haček and Bačlija summarise data from a 2007 survey of directors of 118 Slovenian municipalities. Resp
rates for individual questions vary and are indicated with superscript notes, which correspond to the following n
Also, percentages have been rounded to the nearest one percent, thereby potentially introducing some rounding e
1. 118 municipalities responded to this question.
2. 116 municipalities responded to this question.
3. Response categories not mutually exclusive.
4. 117 municipalities responded to this question.
Source: Haček, M. and I. Bačlija (2009), “The Administrative Capacity of Slovenian Municipalities”, Lex Localis – Jour
Local Self-Government, Vol. 7, No. 3, pp. 307-327.
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councils and through RDAs, these entities could likely do more to facilitate inter-
municipal activity. Awareness of the importance of inter-municipal co-ordination
for economic development is important. Stewart (2004) suggests that “there
must be recognition that effective stimulation of the local economy must be
generated through joint action across neighbouring municipalities. This means
that release of land in one area may benefit other areas, that the provision of
housing in one municipality may allow a region to retain qualified workers, or
that land use planning and phased release of land must be co-ordinated across
municipal boundaries” (Stewart, 2004:231). Here there is a role for effective
regional bodies and RDAs in particular where demand is best understood or
supply is best provided at a regional level.

Effective regional bodies can help encourage inter-municipal and regional
views through strategic assessment, inclusive discourse, and the provision of
incentives and linkages to technical assistance where needed. However, data
indicate that as of 2007 municipalities were not tapping RDAs for this purpose.
Some 84% of responding municipal directors indicated that their municipality
was a co-founder of an RDA. A lesser – but still large – percentage (61%)
reported that their municipalities applied for project funding through the
RDA. However, only 5% of directors report that their municipality co-operated
with an RDA in other ways, suggesting that RDAs are not necessarily seen as
strong mechanisms for facilitating inter-municipal co-ordination at a regional
level (Haček and Bačlija, 2009).

The 2011 Law on Balanced Regional Development includes “area
development partnerships”, in which several municipalities in one or more
regions can co-operate around development goals. These partnerships are to
be consistent with the regional development programme (RDP) and
incorporated into the “Agreement of the Development of a Region” (the
contract between the state and a region).

Additional steps could also be taken to facilitate mergers and the further
development of new forms of inter-municipal co-operation. The Association
of Municipalities of Slovenia, for example, argues that more could be done to
simplify the legal procedures involved in transferring competences to joint
bodies or companies. To the extent that resources permit, the government can
also provide further measures to encourage those jurisdictions that are
thinking about merging or implementing new types of co-operative
relationships. In particular, grants can go to those local governments that
implement reforms. France has done this in the case of voluntary co-operation
among municipalities, as has Finland. Since the 1970s, the Finnish
government has been trying to increase the pace of voluntary municipal
amalgamations by providing special assistance to merging municipalities. The
aim of this policy is to reduce the number of municipalities and make the
municipal structure more economically and functionally viable.
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How to strengthen sub-national finances

Effective regional policy in a decentralised environment requires sufficient
resources for different levels of government to actively pursue spending
responsibilities. Though much improved since 2006, the system of municipal
finance needs further reform. Additional changes could further reduce the
incentives to fragment, could encourage mergers or enhanced inter-municipal
co-ordination, and strengthen the fiscal position of municipalities and thereby
strengthen their capacity for economic development. Three important reforms
could be considered.

1. The formula for determining “appropriate expenditure” could be revised to
reduce the bias in favour of smaller municipalities, to take better account of
the real costs borne by urban municipalities in some spheres,19 and to
ensure that financing really does correspond to the mandatory and
delegated functions of municipalities.

2. Arrangements for allocating investment funds from the state budget,
including EU Cohesion Funds, could be altered so as to encourage scale
economies and inter-municipal co-operation. Fortunately, certain
provisions of the new Law on Balanced Regional Development (see
Section 3.2) are intended to help bring this about.

3. Fiscal equalisation grants could be more meaningfully linked to revenue-
raising effort.

Looking further forward, it could also be desirable to modify municipal
revenue structure. The heavy reliance on the PIT is somewhat problematic,
and not only because it results in such very large disparities in municipal tax
bases. It also means that, in many areas, small municipalities have only a
limited incentive to pursue economy development, since they can prosper as
de facto “bedroom communities”: their revenue may be based on the activities
that their inhabitants undertake in neighbouring towns rather than on local
economic activity. A further problem is that many taxes, fees and charges built
into the municipal revenue base actually yield very little revenue, while their
multiplicity raises the costs of tax administration and compliance for both
taxpayers and the public authorities. A simpler system could reduce these
costs while raising at least as much revenue.

Slovenia could also benefit from increasing reliance on the taxation of
real property, which is currently low. Taxes on immovable property yielded
about 1.5% of tax revenues in 2009-10, well above the levels of preceding years
but far below the OECD average of roughly 5.7%. The advantage of taxes on
land and buildings is that they have relatively little effect on the allocation of
resources in the economy, because they do not affect the decisions of
economic agents to supply labour, to invest in human or other capital, to
produce or to innovate to the same extent as some other taxes (Johansson
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et al., 2008). Another advantage of property taxes is that the tax revenue they
generate is more predictable than the revenues obtained from labour and
corporate taxes (Joumard and Kongsrud, 2003). Eliminating the under-taxation
of real estate may also serve to mute housing price cycles (Muellbauer, 2005).
Finally, as real estate and land are highly visible and immobile these taxes are
more difficult to evade. The immobile nature of the tax base may be
particularly appealing at a time when the bases of other taxes are becoming
increasingly mobile. If well designed, property taxes may also encourage
greater accountability on the part of government, particularly where they are
used to finance local government. The design of property taxes on land and
buildings can also be used as an instrument to affect land development and
land-use patterns. For example, if taxes on vacant property and undeveloped
land are too low, they can encourage the under-utilisation of land.

The NUSZ, which is the main levy on real property and provides a
significant part of the revenue base for municipalities, is not levied
everywhere and is not in any event a conventional property tax. The
authorities have long planned to introduce a real estate tax. This is a
technically complex undertaking, requiring the preparation of cadastres,
valuation methods, etc. It will take time, but the authorities should make
every effort to move ahead with it. Such a tax should be linked to actual
market prices and rates should be set at levels that make it worth collecting. It
would also be desirable to limit those provisions, common in many countries,
which link property tax rates to designated use – e.g. by applying lower rates to
agricultural land or residential property. The tax rate on an asset should not,
as a general rule, depend on the use to which the asset is put, as this generates
distortions in consumption and investment decisions.

There are two practical drawbacks to a significant shift towards greater
taxation of real property, both of which are relatively easy to address.

● First, in most OECD countries, property tax revenues belong to local
governments and so a shift towards property taxes would require some
changes to revenue-sharing arrangements. However, this difficulty should
not be over-estimated, as Slovenian municipalities receive some income tax
revenues, which could be substituted by property tax revenues, and
substantial grants from higher levels of governments, which could be
reduced as property tax revenues increased.

● Secondly, property taxes are very unpopular in many countries, at least in
part because of their visibility and because they are less obviously linked to
ability to pay than are most other taxes. The latter consideration makes
them particularly vulnerable to criticism on equity grounds. In some
respects, however, taxes on real property offer advantages in terms of
equity. They tap into the economic rents that may accrue to asset owners
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for reasons unrelated to their activities, and they can help to recoup the cost of
infrastructure investment from its principal beneficiaries. Their unpopularity
could be reduced by the use of up-to-date valuations and provisions to deal
with the situations of people with low incomes and illiquid assets.20

How to engage in systematic capacity development

The effectiveness of regional policies can break down if the relevant
institutions and people lack the capacity to design, implement, monitor, and
adjust their implementation. Capacity weaknesses can undermine
development and implementation of effective and mutually reinforcing
policies that generate economic growth and reduce regional disparities. The
idea of capacity development is appealing, but no easy task. Given the
difficulty of building capacity effectively and the limitations of public budgets,
efforts must therefore be highly strategic (OECD, 2007).

Five categories of capabilities are particularly relevant for regional
development policy (Box 3.8). Mechanisms for strengthening these capabilities
are addressed throughout this chapter. Improving the management of diverse
stakeholders in a co-operative context, for example, can be addressed by
improved policy coherence at the national level, regionalisation reforms or
strengthening of institutions at the regional level, and through inter-
municipal co-ordination efforts at a local level. Proposed public finance
reforms relate to strategic resource capabilities. The remainder of the chapter

Figure 3.5. Recurrent taxes on immovable property, per cent of GDP, 2009

1. 2008 for Australia, Greece, Mexico, Netherlands, Poland, Portugal and the OECD aggregate, which is an unwe
average.

2. The statistical data for Israel are supplied by and under the responsibility of the relevant Israeli authorities. The
such data by the OECD is without prejudice to the status of the Golan Heights, East Jerusalem and Israeli settlem
the West Bank under the terms of international law.

Source: OECD (2010), Revenue Statistics Database, December, in OECD (2011) Economic Survey of Slovenia.
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focuses on additional steps that can enhance regional policy capabilities:
improving the quality and use of information, strengthening partnerships,
removing obstacles to private sector engagement, and strengthening regional
and municipal actors’ technical skills.

Improve the quality and use of information

Well developed information systems can strengthen vertical relations
among levels of government by narrowing the information gaps that

Box 3.8. Important capacities for regional development policy

Five capabilities emerge as particularly relevant for regional development

policy at all levels of government:

1. Qualified, professional workforce. The administrative capacity and infrastructure

to design and undertake technical projects involving the use of

professional skills, to assess and reward professional competence, and to

recruit and retain qualified personnel. Orienting actors to a territorial

approach to regional development is important.

2. Management of diverse stakeholders in a co-operative context. The capacity to

identify and manage the involvement of diverse stakeholders through

systems for consultation and participation throughout the policy

processes. This further requires the capacity to co-operate among actors,

to identify and validate points of contact, to make joint decisions, and to

resolve conflicts during policy formulation and during implementation.

3. Monitoring, evaluation, and adjustment. The capacity to design, monitor and

evaluate policy plans and actions and to use evaluation results to make

mid-course adjustments to ensure attainment of policy goals.

4. Strategic resource management. The capacity to finance public goods for

regional development and to attract related private investment.

5. Accountability and enforcement. The capacity to design and respect

agreements (contracts), to enforce commitments, and to hold parties

accountable for outcomes.

These capabilities have been identified based on their relationship to key

characteristics of regional development policy: 1) the need to address the

twin goals of reducing inequality while also increasing regional

competitiveness for economic growth; 2) the context of multi-level

governance and co-operation; 3) the reliance on cross-sector co-operation for

design and implementation; 4) the need to involve diverse stakeholders such

as government, civil society, the private sector, and citizens; and 5) the long-

term nature of interventions and outcomes.

Source: OECD (2007), “Territorial Policy Monitoring Review: Mexico”, GOV/TDPC(2007)5.
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inevitably emerge between national and sub-national actors. They can also
help to reveal, generate, and distribute information among the network of
regional policy actors at all levels of government. The aim is to improve the
information base throughout the cycle of policy design and implementation.
Consistent and constructive use of information generated by monitoring,
evaluation, statistical, and research systems forms the basis for effective,
evidence-based decision making.

Monitoring and evaluation requirements, as well as related funding, from
the EU have helped to propel the development of information systems in a
number of OECD countries. In Poland for example, significant progress has
been made since 2004 in developing infrastructure for performance
monitoring, for both sectoral and regional programmes (OECD, 2008). The
same is also true in Slovenia, where a monitoring system (ISARR) and
evaluation plan for cohesion policy has been put in place. Yet – as noted
previously – a more comprehensive approach is needed. A more elaborated
arrangement could include at least two key elements:

● A monitoring system that extends beyond cohesion policy. The national
development strategy could provide the basis for mapping expected inputs,
activities, outputs, and outcomes at a high level, which could be cascaded
down to sub-national actors by attaching related indicators to the proposed
regional development contracts. The process of thinking through and mapping
these elements of the national strategy can also be an opportunity to refine

Figure 3.6. The contribution of information systems 
to regional development policy

Source: OECD (2009b), “Linking Regions and Central Governments: Indicators for Performance-Based Re
Development Policy”, presentation by Lee Mizell at the 6th European Conference on Evaluation of Cohesion Po
Warsaw, Poland, 30 November, available at http://ec.europa.eu/ regional_policy/conferences/evaluation2009/index_en.htm
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which policies and programmes to integrate into the national strategy. While
the central government is clearly a critical actor in developing and using such
a system, its design should incorporate feedback from regional and local
stakeholders to ensure that it is relevant, useful, and not overly arduous at all
levels of government. From a technical perspective, while ISARR is presently
used only for the purpose of cohesion policy, perhaps its use could be extended
to programmes financed nationally (GOSP, 2009).

● It could be tempting, when cascading elements from the national to the
sub-national level, to try to “measure everything” resulting in an abundance
of indicators of limited usefulness. In fact, a core set of indicators that have
clear usefulness. Links to targets should be created with care, as target
setting is a difficult exercise prone to unintended consequences.
A combination of indicators, targets, and rewards/sanctions has been used
in the context of regional development policy in OECD countries with mixed
results (OECD, 2009c). Italy did so specifically for the purposes of building
regional administrative capacity during the 2000-06 programming period
(Annex 3.A2). Even divorced from rewards or sanctions, monitoring regional
capacity indicators could prove useful for Slovenia.

● A monitoring and evaluation system associated with RDAs. RDAs are designed to
act as an integrating regional institution. To date, their performance
appears to have been variable, but hard evidence of their achievements (or
failures) is lacking. Stewart (2004) notes that “RDAs should be subject to
monitoring and evaluation on their administrative and delivery
mechanisms as well as outputs” and that attaching performance targets to
RDAs could facilitate decentralisation of decision making and resources to
them (Stewart, 2004: 232). This has not yet occurred, but should be part of
the monitoring system proposed above.

Slovenia could also benefit from additional information and indicators about
regional economies, as well as municipal performance. The national statistics
office has made useful data available regarding statistical and cohesion regions,
as well as the municipalities they contain. A handful of additions could prove
useful. At the regional level, actors could benefit from a standardised definition of
functional regions and national analysis on regional specialisations. Local
statistics could also be enhanced. In a tight fiscal environment, evaluating and
promoting municipal efficiency and effectiveness is critical for OECD countries,
and – with an abundance of small local governments – presents a particular need
for Slovenia. The National Statistical Office of Slovenia could therefore consider
complementing its present publication “Slovene Municipalities in Figures” with
an interactive database containing information on each municipality’s activities,
finances, and demographics.
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One possibility would be for GOSP to create and make publicly available a
streamlined “e-portal” for regional development and municipal governance that
contains the data, tools, and analysis noted above as well as additional
information such as training and networking opportunities, links to other
e-government services for businesses, etc. In doing so, it takes advantage of its
position as a “network node” and facilitates the distribution of information.
Because actors in Slovenia are clearly engaged in a learning process regarding
regional development, and because institutional arrangements may fluctuate,
it is likely best for GOSP to maintain such a portal itself (but allow regional
actors to interact and update the site). In other OECD countries, however,
similar activities have been outsourced. Switzerland, for example, contracted
an external provider (Regiosuisse) to offer education and training activities for
actors in the field of regional policy. Regiosuisse offers an internet portal, a
telephone hotline, training opportunities, communities of practice, media
information, and a research network to enhance linkages between research
and practice (OECD, 2011a).

Finally, it is important to note that a rapid increase in demand for
evaluations may leave Slovenia with limited capacity to conduct quality
evaluations. Attention should thus be given to ensuring sufficient staffing,
adequate technical capabilities, and the availability of high quality data.

Strengthen partnerships

OECD research (Stewart, 2004) suggests regional capacity for successful
“partnership working” in Slovenia could be strengthened. Sustained attention
to the legal basis, institutional arrangements and actors’ skills for partnership
is thus warranted. This includes clarifying membership, the obligations of
partners, financial obligations and shared resources, accountability
structures, and mechanisms for effective consultation at a regional level. It
also means developing links with businesses such as large private employers,
banks, property developers, and the corporate sector. Doing so can require
cultivating a shared discourse, overcoming stereotypes, and learning about
and forming shared goals. It also requires improving the capacity of regional
actors to successfully undertake strategic regional economic planning in order
to provide a shared basis for moving forward (Stewart, 2004). It could also
include ensuring that national efforts to strengthen co-operation between the
academic and business communities extend to the regional level.21

The present government has proposed measures that would bolster the basis
for partnership working. Recent reforms to the Promotion of Balanced Regional
Development Act go in this direction by emphasising the need for both “bottom-
up” and “top-down” measures. Strengthening contractual relations between the
national and sub-national levels, introducing mechanisms for national cross-
sectoral co-ordination, and strengthening Regional Development Programmes as
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tools at the regional level all hold promise for strengthening partnerships. In
addition, the reconfigured RDCs are to be composed of actors from the public,
private, and non-profit sectors. The aim is to incorporate actors in the regional
planning and decision-making process who can help identify local strengths,
encourage regional specialisation and promote an endogenous growth model.

Remove obstacles to private sector engagement

While these modifications to institutional arrangements and to the
configuration of actors can be helpful, additional steps can be taken to bolster
capacities, remove obstacles to full participation by regional stakeholders, and
make partnership meaningful. Some of the suggestions provided previously can
support meaningful and effective partnerships. Modifications to municipal
finances can alter local governments’ incentives for seeking and using regional
development funds. Financial incentives can further encourage inter-municipal
co-operation and greater scale and efficiency in the provision of public services.
Improving the information base for decision making can strengthen partnerships
by providing both public and private actors a sound basis for common discourse.

The improved involvement of private actors and firms in regional
development depends greatly on the enhanced credibility and leadership of
regional actors. As long as regional actors (in particular RDAs) are considered to
be weak, private sector involvement with regional development institutions will
remain limited. The recent law on balanced regional development provides the
potential to further strengthen regional actors, but a lot will depend on the way
the Law is actually implemented. A key dimension in local private sector
engagement in regional projects and EU-funded projects is also linked to the
perceived administrative burden linked to these projects. Co-financing and
reporting requirements are complex, and the increased regulatory constraints
discourage firms from developing projects.

The administrative burdens in the domain of spatial planning and property
registration are still obstacles for growth and entrepreneurship at the local level,
as explained Chapter 2. Aware of these entrepreneurial hindrances, the
government in 2010 adopted a programme to lighten the administrative burden
in the domain of spatial planning and property registration (OECD, 2011). The
key element of this programme is the development an integrated electronic
database of spatial data, real estate registrations, public infrastructure projects
and administrative acts related to construction and planning. Work on the
database should be completed by the end of 2013. There are also plans to
simplify the procedures for obtaining building permits through streamlining
environmental impact statements. Overall, Slovenia should closely watch the
development of regulations that apply to municipalities and seek to reduce
their number. Many local jurisdictions, especially in rural areas, do not have
adequate capacities to implement an increased number of regulations.
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Important flux and stock of regulations make compliance a major challenge.
Several OECD countries have developed initiatives to measure and reduce
administrative burdens at lower levels of government (Box 3.9).

Box 3.9. Initiatives adopted by OECD countries to reduce 
regulatory burdens for sub-national governments

The Netherlands set up in 2003 an action plan to reduce regulatory

burdens for municipalities. The association of municipalities (VNG) has

proposed that each ministry appoint a co-ordinating lawyer for new

regulation that will affect the local level. Central government is providing

direct support for municipalities, including consultancy funds to address

burden reductions. Concrete results have started to emerge such as the

review and simplification of “model regulations” (templates for local

regulations produced by the Association of Municipalities), the establishment

of a Better Regulation website dedicated to local level Better Regulation

issues, and pilot schemes to test the principle of “silence is consent” for

licensing. The Central Government Agreement with the Municipalities is an

effective means of structuring the approach and identifying priorities. This

agreement (under which a specific action plan is drawn up), which is

concluded between central government and the VNG at the start of each

government term, has been used to good effect to define shared goals.

France decided in July 2010 a “moratoire” on regulatory norms imposed on

sub-national governments. A 2001 Report from the French Senate indicated

that more than 55% of the articles of the Code Général des Collectivités

Territoriales have been modified in less than ten years. In France, inflationary

regulation is estimated to have cost EUR 1 billion for 2009-10 (Senate, 2011).

In Norway, several mechanisms are in place to ensure co-ordination of

regulatory proposals affecting local governments. First, regular formal

meetings are held between representatives from central and local

government. At the political level a process of four consultative meetings per

year (since 2000) brings together key ministries of the central government

with high level representatives from the Norwegian Association of Local and

Regional Authorities (Kommunenes Sentralforbund, KS). Similar meetings are

held addressing issues pertaining specifically to county and municipality

issues. Second – as part of the public consultation on draft laws and

regulations – local government and local government organisations (KS)

receive for comment those government draft regulations considered of

special relevance for local governments. Third, and probably most

importantly, continuous informal dialogue takes place between central and

local government representatives at different levels, in many different forms,

and on political as well as technical and professional issues.
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Overall, state control remains high in the Slovenian economy and
contributes to hold back economic performance and to cultivate mistrust
between public and private actors. The 2011 OECD Economic Survey of Slovenia

highlights the high share of direct and indirect state ownership in the economy.
State-Owned Enterprises (SOEs) remain dominant in the electricity,
telecommunications, banking, rail, port and postal sectors. State ownership is
not confined to market segments over which single firms have a natural
monopoly (such as fixed-line telecommunications networks) but extends to
market segments where SOEs compete against private companies. Many SOEs
in Slovenia have low productivity and profitability, in particular in the banking
sector and utilities industries, where the state sector dominates. The flip side of
the dominance of SOEs is that privatisation activity has been much lower than
other transition economies22 (OECD, 2011). Extensive state ownership has also
held back the development of an effective corporate governance regime.

Public-private partnerships are also one way for private actors to
contribute to local and regional economic development. A broad definition of
PPP involves different types of co-operation and tenders between public and
private actors to deliver public or semi-public services. In Slovenia, typical
forms of such co-operation include development investment projects and
R&D projects that have a regional impact. These are often implemented via a
consortium of public and private entities (universities, research centres, and
companies). PPPs also include management of tourism destinations involving
local tourism organisations and private actors that provide or promote

Box 3.9. Initiatives adopted by OECD countries to reduce 
regulatory burdens for sub-national governments (cont.)

In the United Kingdom a new organisation, the Local Better Regulation

Office (LBRO), was set up by the government in May 2007, to improve local

authority enforcement of environmental health, trading standards and

licensing and to reduce burdens on businesses that comply with the law

while targeting those who flout it. Its overall aim is to secure the effective

performance of local authority regulatory services in accordance with the

principles of better regulation and the government is legislating to give it

powers to deliver that purpose. Its focus is on ensuring that inspection and

enforcement are based on an assessment of risk, so that businesses are

supported and regulatory resources are focused on those areas that most

deserve tougher scrutiny. LBRO also works to ensure that businesses,

particularly those that operate across council boundaries, receive greater

consistency in advice, support and inspection from local authorities.

Source: OECD (2009) Multi-level Regulatory Governance; Rapport Belot, French Senate (March 2011).
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tourism. There have also been public tenders for NGOs to provide services for
the prevention of drug abuse, for the mentally-ill, care for the elderly, and
social services for minorities.

A more narrow definition of PPPs concern PPPs defined by Law, in which
private contractors respond to an annual public call for interest. Private
contractors provide applications (letters) of interest for the implementation of
PPPs in cases involving public co-financing of private projects or private
investment in public projects. The use of PPPs is at an early stage in Slovenia.
In 2009, there were 49 municipalities with at least one PPP. Municipalities are
permitted a maximum of 14 PPPs, and those that use them have – on average –
three per municipality (OECD, 2009a). PPPs have been implemented in a variety of
sectors, including waste management, water treatment plants, health and
kindergartens at the municipal level. The complexity of PPP legislation is
reportedly one obstacle to greater use of this mechanism. However, limited
penetration of PPPs, particularly at the municipal level is not necessary
problematic if capacities for managing partnerships are weak. PPP require robust
governance arrangements, as PPPs also contain some risks (Box 3.10). In Slovenia,
the central government has established mechanisms to help build municipal
capacity for PPPs. For example, the Ministry of Finance established a council of
experts to make proposals regarding the negotiation and implementation of PPPs.
This council provides advice to municipalities, the private sector and other actors
entering these types of arrangements (OECD, 2009a).

Strengthen technical skills

The effective implementation of regional development policy requires
well-trained professionals in multiple sectors and at all levels of government.
This is particularly true as regional development policy involves managing a
substantial amount of complexity in order to achieve positive outcomes that
often occur in the medium-to-long term. Professional staff are required in
multiple sectors and at all levels of government who can identify strategic
opportunities, plan technical projects that co-ordinate many actors, build local
support, identify and manage financing streams, monitor and evaluate ongoing
efforts, etc. (OECD, 2007a). Considering the cost linked to capacity building, it is
also a reason for not having too many regions in Slovenia, in order to avoid over-
investing in governance capacity in a context of tight fiscal pressures.

The specialised knowledge and professional skills needed for effective
design and implementation of regional policy is likely underdeveloped in
Slovenia – particularly at the local level. According to Haček and Bačlija (2009:
326), in 2007 “the majority of municipalities (59.5%) predominantly employ
civil servants who have finished high school education, followed by 23.3% of
municipalities where employees who have finished secondary education
prevail, while 17.2% of municipalities have a majority of employees who have
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finished university education or more. The education structure clearly
indicates a relative shortage of highly educated staff in municipal
administrations who could be up to the challenges of developing the local
environment in the circumstances of very limited, especially financial,
resources.” In one assessment, specialised knowledge, such as that needed to
implement PPPs or to use temporary capital market instruments, for example,
is often weak (Oplotnik and Brezovnik, 2004).

Mechanisms are in place to support sub-national capacity building, but they
could be strengthened. The central government, for example, supports training of
local officials particularly when new regulations regarding local governments are
approved. This is often undertaken in co-operation with the municipal
associations. Minimum public service standards are also used to ensure a certain

Box 3.10. The use of Public private Partnerships (PPPs) 
in OECD countries

PPPs are ways of delivering and funding public services using a capital

asset where project risks are shared between the public and private sectors.

A PPP is here defined as a long-term agreement between the government and

a private partner where the service delivery objectives of the government are

aligned with the profit objectives of the private partner.

PPPs are complex instruments which require a number of capacities to be

present in government. When engaging into PPPs, public actors need to assess

carefully their advantages compared to traditional procurement. The

underlying rationale for choosing PPP over traditional procurement or private-

sector provision is improved value for money. In addition, PPPs are long term

commitments that encourage a longer term view on capital spending, may

support private sector recovery and build local capacities. However, the

growing number of PPPs in recent years and their contractual structures may

entail fiscal risks for governments that can be exacerbated in a crisis context.

The challenges of using PPPs may be higher at sub-national government levels,

given the potential lack of skills in the public sector to set up and manage PPPs.

The introduction of PPPs for sub-national governments should be prudent, and

PPP activity should be controlled through rules on PPP stocks and flows.

Since PPPs typically bind governments to payments for a 30-year period,

the flexibility of the budget is limited, which is noticeable in times of crisis.

To limit government’s exposure to risk, while preserving private partner’s

efficiency incentives, intervention measures should be consistent with the

wider fiscal policy stance, be contingent on specific circumstances, and be

adequately costed and budgeted.

Source: OECD (2011) From Lessons to Principles for the use of Public Private Partnerships
(GOV/PGC/SBO(2011)3).
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consistency (and equity) at the local level. Standards are established through
legislation and by individual ministries. They can assist municipalities by guiding
such issues as minimum service level, cost and quality when implementing tasks
at the local level. Municipalities can choose how to deliver the service as long as
the minimum standard is met (OECD, 2009a).

Capacity development and support also comes from the three municipal
associations in Slovenia. For example, the Association of Municipalities (ZOS)
offers “various events, conferences for experts, seminars and workshops; it
helps with advice and solutions in the field of local autonomy and passes
them on to the bodies at state level […] it advises the municipalities on legal,
tax and economic matters […] offers municipalities expert help with the
process of adjustment to the legal order of the European Union, assists with
qualifying the personnel of the local administration and of public enterprises
(filling shortages of staff), and offers other particular projects whose goals are
updating and professionalisation of the employees in the municipality
administration and in public enterprises” (ZOS, n.d.).

What appears to be lacking is capacity development targeted at the topics
and tools associated with regional economic development. At the regional level,
GOSP organises two “regional days” that gather RDAs, GOSP, and other actors to
debate interesting themes and share information. Additional technical training
and information sessions for regional and local actors, including NGOs and
firms, could prove useful if offered on a more systematic, regular basis through
RDAs and in partnership with GOSP and municipal associations.

Provide incentives to innovate and diffuse good practices

Underlying all of the recommendations here is the idea of enhanced
policy performance – in terms of better design, better informed decision
making, more capable actors, stronger partnerships, and greater efficiency. In
addition to the recommendation provided thus far, the central government
can take an additional, explicit step to alter incentives in a way that
encourages innovative approaches to policies and programmes.

The use of pilot initiatives can be highly useful as a way to ensure a
gradual institutional change and learning by-doing. The functioning of the
government office in Pomurje for example should be carefully assessed, to see
which benefits in terms of co-ordination it brings, compared to other options,
and whether it should be maintained in the post-crisis context. Asymmetric
governance approaches contain risks, in terms of creating institutional
complexity and preference treatments, but at the same time they are ways to
better take into account of various territorial, political or cultural situations.
Such an asymmetric approach is increasingly adopted for various reasons in
France, Italy, Spain, Sweden and the United Kingdom. In many cases, specific
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governance tools are developed for metropolitan areas. There can also be
other reasons for asymmetric decentralisation, such as the need to take
account of various territorial, political or cultural situations. For example,
Finland, France and Portugal have specific arrangements for the governance of
islands. The Council of Europe also acknowledges this principle: “the same
levels of local and regional administration need not exist everywhere in the
state; competences of local and regional authorities of the same level may
differ.”23 The Swedish experience with pilot regions (which are among the
most urbanised regions in Sweden) has proven to be a smooth and successful
way to empower regional actors, in areas with well-developed local capacities
well-suited for regionalisation (Box 3.11).

Box 3.11. Pilot regions in Sweden

Sweden has developed different regionalisation options in different

regions, i.e. decentralisation has been pursued in an “asymmetric” manner.

There have been three waves of regionalisation reforms.

A first wave (1997/98 to 2002) saw the creation of “pilot regions” in Västra

Götaland (three counties including the City of Göteborg) and Skåne (with

Malmö as its main centre). In these regions, directly elected regional councils

assumed responsibility for regional development from the county

administrative boards. At the same time, the central government’s county

administrative boards were also merged to respect the same geography as the

regions. Although intended as a trial of limited duration and scope, due to

strong regional support, the regional pilot project was prolonged for Skåne and

Västra Götaland after 2002. Two other regions experimented with different

institutional changes: one region – Kalmar – experimented with an indirectly

elected regional council and in another, Gotland, the municipality assumes

regional functions.

A second wave of reform (2002-07) was less ambitious in scope. The

Parliamentary Act of 2002 made it possible for counties, if all local municipalities

agreed, to form regional co-ordination bodies, in line with the Kalmar model,

which is an association composed of all of a county’s municipalities. The

county council may be a member. To date, 14 regional co-ordination bodies

have been formed, and in 13 of these the county council has chosen to

participate. The regional co-ordination bodies are indirectly elected and

funded by a member fee. They are also partially funded by the national

government for the tasks taken over from the county administrative boards.

They are responsible for co-ordinating regional development and deciding

certain government envelopes for regional development and infrastructure

planning, such as roads and the broadband network.
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Capacity development often comes from learning by doing and sharing the
results. The central government can offer matching funds or seed money to
encourage new, innovative approaches to regional challenges – such as cross-
border initiatives, encouraging inter-municipal actions, or engaging private
actors or NGOs. Such funds can also finance the diffusion of the results, to
create “learning partnerships” among actors in which parties provides hands-
on sharing of successful practices, to fund attendance at workshops and
conferences, etc. Private sector actors can also be encouraged to co-finance
activities that would facilitate more active engagement at the regional level.

Non-monetary incentives, such as administrative flexibility, can also be used
to promote innovation and reveal good practice. GOSP could consider allowing
regional actors or municipalities to apply for “waivers” to administrative
requirements that actors suggest stand in the way of efficiency or effectiveness.
Such waivers could require specific proposals to the central government
regarding alternative means of implementing existing policies or programmes,

Box 3.11. Pilot regions in Sweden (cont.)

The third wave beginning in 2007 saw a renewed bottom-up demand for

regionalisation. It started with the publication of the recommendation for the

future of the regional level by the Parliamentary Committee on Public Sector

Responsibilities in February 2007. Based on the positive assessments of the

2 pilot regions, the committee argued for the extension of the pilot region

model, the merger of current counties and the creation of six to nine enlarged

regions (with 1-2 million inhabitants, at least one university and one regional

hospital). Although the reform was not applied as such, bottom-up demand

for regionalisation was stimulated. Since 2008, seven counties have applied

for a merger of counties and a conversion to regional authorities, and the

government is currently examining their requests. In 2009, the government

confirmed the need to pursue regional reforms: pilot regions will be made

permanent and the demand from Halland and Gotland has been validated.

Most importantly, the government supports a bottom-up approach for county

councils in all Swedish counties to receive competencies for regional growth.

There has also been recognition of the need for improved co-ordination of

central government agencies at the regional level. The government has

appointed a committee which has, among other tasks, to make proposals on

how the structure of central government regional administration can be

made clearer, more co-ordinated and more appropriate. Its conclusions

should be known by December 2012.

Source: OECD (2010), Regional Policy in OECD Countries, pp. 274-275; and OECD (2010) Territorial
Review of Sweden.
OECD TERRITORIAL REVIEWS: SLOVENIA 2011 © OECD 2011 215



3. MAKING THE MOST OF REGIONAL POLICY THROUGH REFORMS IN MULTI-LEVEL GOVERNANCE
which – if applied on a pilot basis – could reveal new, useful approaches that
could potentially be extended or expanded to other actors or regions.

3.3. Conclusion

The creation of a new regional government tier should be considered
only when there is a clear economic and institutional rationale, and strong
citizen demand, which is not evident in a country the size of Slovenia. Greater
co-ordination among actors at the regional level can still be achieved in
different ways in the absence of a regional tier of government. Through the
recently adopted Law on Balanced Regional Development, Slovenia is proposing
concrete steps in a number of areas to address regional development
challenges, in particular to strengthen the role of Regional Development
Councils and operational tools for regional policy, such as contractual
arrangements. Although the Law moves in the right direction, much will
depends on how it is actually implemented, and how it is complemented by
other legislation linked to local finances and municipal co-operation.

Box 3.12. Summary of key multi-level governance 
recommendations

● Strengthen existing regional structures and consider reducing their

numbers in the medium term. Creating a new regional government tier

should be considered only when there is a clear economic and institutional

rationale, which is not evident in a country the size of Slovenia.

● Strengthen the co-ordinating and strategic role of central ministries/

agencies (GOSP) dealing with regional development policy, both with other

ministries and with lower levels of government.

● Implement stronger contractual arrangements to implement Regional

Development Programmes, with an obligatory status and integration in

the national budget. Develop institutional mechanisms to ensure

proper involvement of sectoral ministries in the design of contracts

with GOSP and RDAs.

● Ensure high-level political leadership for the newly established Council for

Territorial Co-ordination of Development Initiatives created by the March 2011

Law, through regular chairing by the Prime Minister.

● Strengthen capacity building and evaluation mechanisms for Regional

Development Agencies, to ensure proper differentiation in the priorities

across regions.
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Notes

1. www.svlr.gov.si/en/areas_of_work/eu_cohesion_policy/cohesion_policy_in_the_republic_of_
slovenia_in_the_period_2007_2013.

2. The intersectoral commission is composed of ministerial representatives,
different departments from GOSP, and chaired by the state secretary of the Cabinet
of the Prime Minister (OECD Questionnaire).

Box 3.12. Summary of key multi-level governance 
recommendations (cont.)

● Develop further information and indicators at the national government level

about regional economies, as well as municipal performance. Ensure the

use of a standardised definition of functional regions in policy-making,

and develop further national analysis on regional specialisations – within

IMAD in particular.

● Facilitate municipal mergers and the further development of new forms of

inter-municipal co-operation. Simplify the legal procedures involved in

transferring competences to joint bodies or companies. Provide additional

financial incentives to jurisdictions that implementing new types of co-

operative relationships.

● Revise the formula for determining “appropriate expenditure” to reduce the

bias in favour of smaller municipalities. Alter arrangements for allocating

investment funds from the state budget, including EU Cohesion Funds, so as

to encourage scale economies and inter-municipal co-operation. Link more

meaningfully fiscal equalisation grants to revenue-raising effort.

● Modify municipal revenue structure, through increasing reliance on the

taxation of real property.

● Develop initiatives to measure and reduce administrative burdens at lower

levels of government, since important stock and flux of regulations, in

particular on spatial planning, is a burden for municipalities.

● Further consider territorial proofing mechanisms in conjunction with a

wide-range of sectoral policies.

● Create a streamlined “e-portal” for regional development and municipal

governance managed by GOSP that would contain data, tools, and analysis

as well as additional information such as training and networking

opportunities for regional actors, as well as links to other e-government

services for businesses, etc.

● Provide incentives to innovate and diffuse good practices. Non-monetary

incentives, such as administrative flexibility, can also be used to promote

innovation and reveal good practice.
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3. This figure is expected to drop to eight NUTS3 regions in the next few years in
order to achieve minimum population thresholds (mission notes).

4. They assumed tasks which the 2005 law originally intended for regional municipal
associations which never materialised. These tasks are: adoption of regional
development programme, confirmation of the implementation plan of regional
development programme, confirmation of criteria for the preparation of the list of
priority regional development projects, appointment of municipalities’ and urban
municipalities’ representatives to the regional development council, appointment
of representatives to the development council of cohesion region, determining the
composition of institutions at the development region level and establishing and
exercising founder’s rights in the legal entity implementing tasks of regional
development agency, conclusion of a contract determining the financing of
operation of regional institutions between municipalities and with other partners
at the development region level, monitoring the operation of regional
development agency, and representation of development region and co-operation
with regions from other countries (OECD Questionnaire).

5. The 12 RDAs are: RDA Koroška Ltd.; Regional Development Agency Celje Ltd.; Regional
Development Centre Ltd.; Regional Development Agency Posavje; Development
centre Novo mesto Ltd.; Business Support Centre Ltd.; Development Agency ROD
Ajdovščina; Regional Development Agency of Inner-Karst Region Ltd.; Maribor
Development Agency; Regional Development Centre Koper; and the Regional
Development Agency of the Ljubljana Urban Region. Source: Maribor RDA, “Regional
Development in Slovenia – The Role of Maribor Development Agency and Enterprise
Europe Network”,  Ljubljana, 15.10.2009,  accessed 31 Jan.  2011 at
www.koine.hu/ptPortal/simple.php?mod=Repository&action=downloadFile&nodeID=109859.

6. When the 12 RDAs were established, three were newly created entities, five were
created from an existing regional entity (mostly regional entrepreneurial centers)
and four were created as “networked” organisations composed of pre-existing
sectoral organisations (such as a regional entrepreneurial center and a tourism
development agency) (Lindstrom, 2005).

7. See the description of the mission and activities of the Northern Primorska
Regional Development Agency at www.rra-sp.si/aboutus/103, the Posavje Regional
Development Agency www.rra-posavje.si/index.php?lg=1&mf=8&mc=8 and www.rra-
posavje.si/index.php?lg=1&mf=10&mc=10, or the Regional Development Agency for
Koroška at www.rra-koroska.si/index.php?lang=2.

8. A discussion of challenges encountered in crafting RDPs and aligning them with
the National Development Programme, which is drawn from Lindstrom (2005), is
presented in the section on strengthening vertical relations among levels of
government.

9. The new Law was adopted on 7 March 2011.

10. Municipalities can have subsections, such as local, village, or district communities
(Repar, 2006: 5).

11. Local, village or district communities are municipal subdivisions that may have a
legal status. Competences regarding local public services, maintenance of local
roads and public spaces, property management, and promotion of cultural and
social activities may be transferred to these subdivisions by municipal statute
(Repar, 2006: 7).
OECD TERRITORIAL REVIEWS: SLOVENIA 2011 © OECD 2011218

http://www.koine.hu/ptPortal/simple.php?mod=Repository&action=downloadFile&nodeID=109859
http://www.rra-sp.si/aboutus/103
http://www.rra-posavje.si/index.php?lg=1&mf=8&mc=8
http://www.rra-posavje.si/index.php?lg=1&mf=10&mc=10
http://www.rra-posavje.si/index.php?lg=1&mf=10&mc=10
http://www.rra-koroska.si/index.php?lang=2


3. MAKING THE MOST OF REGIONAL POLICY THROUGH REFORMS IN MULTI-LEVEL GOVERNANCE
12. The criteria for founding new municipalities was altered in 2006, and in 2010
Parliament established a single criteria for the creation of a new municipality: a
population of threshold of 5 000 with no exceptions (mission notes; Repar, 2006).

13. A technical description of ISARR can be found in GOSP (2009).

14. Some information regarding municipal finances is available for the municipalities
of Ljubljana and Maribor via the Urban Audit project, but the most recent year of
data is 2004.

15. It is calculated by weighing indicators of economic development (GDP per capita,
gross basis for income tax per inhabitant, number of jobs per economically active
population in the region and companies gross added value per employee), labour
market (rate of registered unemployment and rate of registered employment),
inhabitants (dependency ratio), education (average number of schooling years)
and environment (share of population connected to public sewage system, share
of territory of Natura 2000 areas and settlement indicator) (OECD Questionnaire).

16. For regions, visit www.stat.si/pxweb/Database/Regions/Regions.asp; for cohesion
regions, visit www.stat.si/pxweb/Database/cohes_regions/cohes_regions.asp; for
municipalities, visit www.stat.si/pxweb/Database/Municipalities/Municipalities.asp.

17. Since the creation of the German federal state in 1949, students of German federalism
have argued that the boundaries of some Länder should be redrawn to reflect current
externalities. These arguments gained force after German unification, but, so far,
boundaries have been redrawn only in Berlin (Hooghe and Marks, 2003).

18. In Savinska region, 22 local governments decided to create a project for common
infrastructure for waste disposal. It created one waste disposal centre in Celje
which uses advanced technology. There is now plan to pursue such waste
disposals in other regions. A key ingredient for the success of this project was the
individuals involved. A strong mayor in the city of Celje influenced others in the
region and discussions occurred over a long period of time.

19. In Slovenia, urban municipalities have more tasks, more obligations, and different
demographics. They face different costs which the present municipal finance law
does not fully acknowledge. As in other countries, urban areas finance public
theaters, sports venues, larger health care institutions, and similar services which
are often used by non-residents without any corresponding compensation. One
estimate suggests that larger cities have, on average, 10% to 15% higher costs for
service provision per capita than other municipalities. Despite these difference,
for the most part urban and rural differences, and urban and rural linkages, are
not explicitly addressed in Slovenia. Legally, both categories of municipalities tend
to be treated similarly (mission notes).

20. In the case of pensioners, one option would be to capitalise the property tax and
take it from their estates, on death. However, it would not necessarily be desirable
to do too much in this regard, since policies aimed at keeping house-rich but
income-poor individuals in their current homes create distortions in the housing
market that can impose (sometimes hidden) costs on other groups.

21. Strengthening co-operation between the research/academic sector and the
business sector is a a “fundamental change” and high-level goal of Slovenia’s
Development Strategy. See Slovenia’s National Strategic Reference Framework,
2007-13 (unofficial translation), p. 60.

22. Between 2000 and 2007, the proceeds from privatisation in Slovenia amounted to
just under 5% of GDP. This compares to 7% in Hungary (which also had a much
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larger privatisation programme during the 1990s), 9% in the Czech Republic and
almost 14% in the Slovak Republic in OECD (2011 Economic Survey).

23. Recommendation Rec(2004)12 of the Council of Europe’s Committee of Ministers
to member states on the processes of reform of boundaries and/or structure of
local and regional authorities.
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ANNEX 3.A1 

Dimensions of Slovenian Municipal 
Administrative Capacity, 2007
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Table 3.A1.1. Responses from a survey of 118 directors of municipal administratio

Dimension of municipal operations

% and numb
of directors th
report… (unle

otherwise indica

Size and adequacy of workforce

Minimum | Maximum number of regular employees2 1 | 555

Average | Median | Mode number of regular employees2 24.15 | 10 | 

… the No. of regular employees is sufficient to perform all municipal administration tasks1 ~ 25%

… the municipality employ predominately high school graduates 59.5%

… the municipality employs predominately secondary school graduates 23.3%

… the municipality employs predominately university graduates 17.2%

Quality control

… the municipality performs quality control4, 6 26% (30)

Of which:

Use CAF 33% (10)

Use other method 33% (10)

Use ISO standard 17% (5)

Use of information technology

… the municipality uses informational and organisational software systems in the organisation of its work 34% (38)

… the municipality uses e-mail as a way of communicating with citizens:

Regularly 47%

Occasionally 49%

Not at all 5%

Intermunicipal co-ordination

… the municipality co-operates with neighbouring municipalities1, 5 98% (115)

… the municipality offers assistance in the performance of tasks to other municipalities4, 5 43% (50)

Note: Haček and Bačlija summarise data from a 2007 survey of directors of 118 Slovenian municipalities. Resp
rates for individual questions vary and are indicated with the following superscript notes:
1. 118 municipalities responded to this question.
2. 111 municipalities responded to this question.
3. 117 municipalities responded to this question
4. 116 municipalities responded to this question. 

Additional notes:
5. Response categories not mutually exclusive.
6. Bačlija and Haček count 30 municipalities as having some form of “quality control”; however, this figure incl

five municipalities that responded to this question inconsistently and could potentially be excluded from
category. In this table they are included in order to be consistent with the indicators reported by Bačlija and H

Also, percentages have been rounded to the nearest one percent, thereby potentially introducing some rounding e

Source: Haček, M. and I. Bačlija (2009), “The Administrative Capacity of Slovenian Municipalities”, Lex Localis – Jour
Local Self-Government, Vol. 7, No. 3, pp. 307-327.
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ANNEX 3.A2 

Indicators for Regional Capacity Building: 
Italy’s National Performance Reserve 

(2000-06)
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Area of capacity Indicator Target

A. Institutional enhancement

Implementation of national 
legislation fostering 
the process of public 
administration reform

A.1 Delegation of managerial responsibilities 
to officials (legislative decree No. 29/93)

Adoption of the decree 29/93 and managers’ 
evaluation for the year 2002

A.2 Set up and implementation of an internal 
control management unit 
(legislative decree No. 286/99)

Set up and proof of activity of the internal con
management unit

A.3 Set up of regional and central administration 
evaluation units (L. 144/99)

Set up of the evaluation unit by April 2001, 
appointment of the director and experts 
by July 2001

Design and implementation 
of organisational and 
administrative innovation 
to accelerate and carry out 
effective Structural Funds 
spending

A.4 Development of the information society 
in the public administration

Transmission of data regarding at least 60% 
of total expenditure

A.5 Implementation of one-stop shops At least 80% of the regional population cover
by the one-stop shops and at least 90% of pa
processed on time

A.6 Implementation of public employment 
services

At least 50% of the regional population cover
by employment offices

Carrying out measures aiming 
at the implementation of sector 
reforms

A.7 Preparation and approval of territorial 
and landscape programming documents

Meet regional benchmarks of territorial lands
programming

A.8 Concession or management by a private-
public operator of integrated water services 
(L. 36/94)

Approval of the concession or management 
by a private-public operator of integrated wat
services

A.9 Implementation for urban solid waste within 
optimal service areas

Choice of management mode and its 
implementation within optimal service areas

A.10 Set up and operational performance 
of regional environmental agencies

Appointment of the director of the agency 
and approval of management rules, allocation
of resources and personnel

B. Integration

Implementation of territorial 
integrated projects

B.1 Incidence of commitments of integrated 
territorial projects on the total amount of 
resources budgeted for integrated territorial 
projects in the operational programme

Incidence of commitments and disbursement
of integrated territorial projects on the total 
amount of resources budgeted for integrated
territorial projects in the operational program
higher than the average over all the regions

C. Concentration

Concentration of financial 
resources

C.3 Concentration of financial resources within 
a limited number of measures

Concentration of financial resources within 
a lower amount of measures than the average
over all the regions

Source: “Table 6.1. Indicators and targets for regions under the Italian national performance reserve” in OECD (20
Governing Regional Development Policy: The Use of Performance Indicators, OECD Publishing, Paris, p. 124.
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ANNEX 3.A3 

Municipal Competencies in Slovenia

The Law on Local Self-governance divides municipal competences into
original and transferred ones. Original competences include those which are
set by municipal statutes and other acts and are a standard element of local
self-governance (communal utility services, local public services, etc.) and
local competences of public importance set by local legislation in
municipalities. Transferred competences include those which the state
transfers to municipalities to perform them on behalf of the state. The state
must provide the required funding.

Original competences

The municipality discharges local competences of public importance
(original competences) as defined by the Law on Local Self-governance and
relevant regulations, or defined by its own general acts. In order to meet the
needs of its populations, the municipalities:

● manage municipal property;

● create conditions for economic development of municipalities and perform
legally prescribed competences in the fields of catering, tourism and
agriculture;

● plan spatial development in compliance with the law and discharge their
competences in the fields of construction and public services of
management of construction land;

● create condition for housing construction and increase social housing
facilities;

● regulate, manage and provide for local public services within their
competences;

● manage the protection of air, soil, water sources, noise, collection and
disposal of waste, and other activities within environmental protection;

● regulate and maintain water and power supply facilities;
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● construct, maintain and regulate local public roads, recreation and other
public facilities in compliance with the law, and regulate traffic within the
municipality and provide local police services;

● organise fire protection and rescue services;

● organise rescue and aid services for natural or man-made disasters;

● organise community police and secure order in the municipality;

● organise the functioning of funeral services and cemeteries;

● improve social welfare services, child and family protection, protection for
socially vulnerable, disabled and elderly persons;

● support development of adult education, of importance for municipal
development and quality of life of their residents;

● improve developmental, educational, societal and other activities in their
territory;

● promote development of sports and recreation;

● improve cultural and artistic activities, promote cultural programmes and
secure education and library activities, and cares for cultural heritage in its
territory, in compliance with the law;

● provide control for local events;

● organise municipal administration;

● set misdemeanour penalties and fines for offences against municipal
regulations, provide inspection of enforcement of municipal regulations
and other acts setting their competences, unless otherwise set by law;

● adopt municipal statutes and other general acts,

● set other local competences of public importance (Article 21, LLS).

Municipalities collect and process the data needed for their affairs,
statistics, records and analyses. This entails personal data: citizens’ personal
identification number, name, date and place of birth, data on private vehicles,
residence address (permanent or temporary), etc. (Article 21, LLS).

Transferred competences

The state may transfer to municipalities certain affairs which normally
fall within its own competence. Until the 2006 constitutional amendments,
such transfers required municipal approval, which is no longer the case.
Reasons for such transfers are more rational and more functional discharges
of competences at the municipal level, particularly in the areas of:

● organisation of public suburban transport;

● working hours of catering facilities;

● construction and survey services;
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● networks of public schools, general high-schools and other schools;

● public health facilities at secondary level.

Individual state-level competences may be transferred to any
municipality: urban, municipalities in certain areas, or individual ones. The
state provides relevant funding for such transferred duties (Article 24, LLS).
Therefore, in addition to their regular local duties, local authorities may also
perform duties falling within state competence.

Source: Ploštajner, Z. (2008), “Small and Smaller: What Is The Smallest?
Local Self-Governance in Slovenia”, in Zlokapa, Z. (ed.) (2008), Block By Block: It’s
Good To Build Well – Models of Organisation of Local Self-Governance, Banja Luka,
Enterprise Development Agency – EDA, pp. 36-76, available at http://lgi.osi.hu/

publications_datasheet.php?id=392.
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