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Slovak Republic 

1. Economic situation 

The Slovak economy has enjoyed strong economic performance in recent years. 
Growth has been one of the highest among the OECD member countries, with a record 
rate of 10.6% in 2007. The economy, however, suffered a deep recession primarily due to 
weak external demand for the Slovak Republic’s main export products, such as cars and 
consumer electronics. The economy contracted by 4.7% in 2009 (Figure 1A). 

Thanks to fiscal consolidation efforts and high economic growth over the past years, 
public finances improved and the Slovak Republic saw its budget deficit falling from 
12% of GDP in 2000 to below 2% in 2007. However, the deficit increased sharply to 
7.9% of GDP in 2009 when revenues dropped and fiscal stimulus packages were 
implemented (Figure 1B). Reflecting a widening budget deficit, gross debt also rose to 
around 40% of GDP in 2009 (Figure 1C), but still lower than the OECD average. The 
OECD projects that the economy will grow moderately in 2011 due to planned fiscal 
adjustments and somewhat weak external export demand. 

Figure 1. Key economic indicators 
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Figure 1. Key economic indicators (cont’d) 
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Notes: Fiscal balance and gross debt are general government financial balance and gross financial liabilities as 
a per cent of nominal GDP. 

Source: OECD (2010), “OECD Economic Outlook No. 88”, OECD Economic Outlook: Statistics and 
Projections (database), doi: 10.1787/data-00533-en. 

2. The government’s fiscal consolidation strategy 

When the new Slovak government came into power in July 2010, it presented a 
Government Manifesto that emphasises the consolidation of public finances, creating new 
jobs and enhancing the long-term growth potential of the economy. In particular, the 
government set a goal of lowering the budget deficit to below 3% of GDP by 2013 
(Figure 2A). The government also expects that gross debt will rise to 47.5% of GDP in 
2012 and then stabilise around 45% (Figure 2B). 

In order to fulfil the intention of the Government Manifesto of a sharp deficit 
reduction, the government established the 2011 budget aiming at a deficit below 5% of 
GDP in 2011. To achieve this goal, the budget includes austerity measures amounting to 
EUR 1.75 billion or 2.5% of GDP (Figure 2C). Some welfare and education expenditures, 
however, have been shielded from cuts in the consolidation plan. A roughly equal mix of 
expenditure reductions and revenue enhancement will contribute to consolidation efforts 
(Figure 2D). 
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Figure 2. The government’s planned fiscal adjustments 
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Notes: Fiscal balance and gross debt are general government financial balance and gross financial liabilities on 
a Maastricht basis as a per cent of nominal GDP. Fiscal consolidation is cumulative consolidation as a per cent 
of GDP. The composition of the contribution to fiscal consolidation is expenditure reductions and revenue 
enhancements (total = 100%). OECD calculations. 

Source: “OECD Fiscal Consolidation Survey 2010”. 

3. Major consolidation measures 

On the expenditure side, the government is reducing wage costs and operating costs 
by 10%, amounting to 0.4% of GDP. Another substantial measure is to reduce public 
investment expenditures by 0.3% of GDP. The government is also strengthening revenues 
by increasing the VAT rate (0.27% of GDP) and non-tax revenues (0.3% of GDP). The 
base of social security contributions is broadened to bring extra revenues equal to 0.2% of 
GDP. 



178 – 2. COUNTRY NOTES: SLOVAK REPUBLIC 
 
 

RESTORING PUBLIC FINANCES © OECD 2011 

 
Table 1. Major consolidation measures 

Millions EUR (% of GDP1) 

  2011 

Expenditures 
 715.2 

(1.02) 

1. Operational measures 
 243.2 

(0.35) 

– Staff expenditures 10% cut in the state wage bill2 119.0  
(0.17) 

– Operating expenditures 10% cut for operating costs of most government offices  124.2  
(0.18) 

2. Programme measures  
326.0 
(0.47) 

– Investment  Decrease in investment expenditure 179.2  
(0.26) 

– Subsidies  Reduction of national subsidy for agriculture 61.8  
(0.09) 

– Transfers Health care insurance payments for state policy holders 85.0  
(0.12) 

3. Other initiatives   
146.0 
(0.21) 

– Reserves Decrease in reserves allocation  17.4  
(0.02) 

– State funds Decrease in expenditures  128.6  
(0.18) 

Revenues  
799.7 
(1.15) 

– VAT  Increasing the VAT tax rate from 19% to 20% 185.5  
(0.27) 

– Income taxes Broadening the base of income taxes 71.3  
(0.10) 

– Social security contributions Broadening the base of social security contributions 149.2  
(0.21) 

– Excise duties Increasing the excise on tobacco  15.9  
(0.02) 

– Tax expenditures Phasing out of exemptions for bio fuels, fuels used in agriculture 
and railway sectors, natural gas and coal 

103.7  
(0.15) 

– Tax on CO2 emission permits Temporary in 2011 and 2012 75.0  
(0.11) 

– Non-tax revenues Fees (highways, electricity, fuels), sale of CO2 emission permits 199.1  
(0.29) 

1. OECD calculations using OECD forecasts of nominal GDP for 2011. 

2. Reduction of wage spending was tempered for policemen, firemen, and rescuers. Teachers and scientists of 
the Slovak Academy of Sciences were excluded from this reduction. 

Source: “OECD Fiscal Consolidation Survey 2010”. 
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Table 2. The government’s fiscal consolidation plan 

% of GDP 

Fiscal consolidation 2010 2011 2012 2013 

Consolidation volume (cumulative)  2.5% 3.6% 4.5% 
Total deficit(-)/ surplus(+) -7.8% -4.9% -3.8% -2.9% 
Total level of debt 43.8% 46.0% 47.3% 45.8% 
Fiscal consolidation by expenditure reductions and revenue enhancements 
(total = 100%)         

Expenditure reductions  56.0%   
Revenue enhancements  44.0%   

Source: “OECD Fiscal Consolidation Survey 2010”. 
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