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230 Abstract
Tax expenditure analyses have been an important element in the supervision of 
reform processes linked to implementing different kinds of tax incentive and the 
management of a correct tax policy. The paper provides an evaluation of tax 
expenditure in Slovenia relating to personal income tax and corporate income tax. 
Four consecutive tax years were selected for the calculation of the tax expenditure 
on personal income tax (2006-09), while three consecutive years were selected for 
the corporate income tax calculation (2008-10). The tax expenditure calculated 
for personal income tax was highest in 2006 and reached 5.2% of GDP. After se-
veral changes in personal income tax, expenditures decreased to around 3% of 
GDP in the following three years. The tax expenditure calculated for corporate 
income tax was much lower as compared to GDP than for personal income tax, 
reaching around 0.2% of GDP.

Keywords: tax expenditure, tax allowances, personal income tax, corporate income 
tax, Slovenia

1 introduction 
There is a wide range of definitions of tax expenditures. Different definitions are 
found across countries, with definitions for Canada, US, Netherlands and Belgium 
presented in Toder (2005). A further explanation of the different approaches to 
definitions and to measurement in Australia, China and Poland are presented in 
Swift et al. (2004), and for Austria, France Germany and Spain in Swift (2006). 
The OECD define them “as transfer of public resources that is achieved by redu-
cing tax obligations with respect to a benchmark tax, rather than by direct expen-
diture” (Commission on Taxation, 2009). Some authors (i.e. Fiekowsky, 1980) 
argue that tax expenditure should include only tax provisions that substitute for 
potential spending programs. Brown (2004) defined them “as concessions desi-
gned to provide a benefit for a specific activity or class of taxpayer”. The US Bu-
dget Act defines them as “revenue losses attributable to provisions of the Federal 
tax laws which allow special exclusion, exemption, or deduction from gross inco-
me or which provide special credit, a preferential rate of tax, or deferral of tax 
liability” (Joint Committee on Taxation, 2011). The definitions have also differed 
through history and not only among countries, theoreticians and researchers. 

The overriding reason for the existence of tax expenditure lies in distortions of the 
market, to promote specific investment or consumption, to manage appropriate 
fiscal policies and for redistributive effects. Care must be taken to ensure their use 
is effective, stable and simple (Commission on Taxation, 2009). On the other 
hand, there may also be undesirable effects of tax expenditure. Promoting specific 
actions through tax incentives (and hence increasing tax expenditure) can lead to 
the tax system becoming instable and complex (Toder, 2005) and economically 
inefficient (Surrey and McDaniel, 1985). This increases tax compliance costs, 
which can have a series of negative impacts, including the inefficient use of re-
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231sources. Some tax expenditure could be replaced by direct transfers from the bu-
dget and is therefore only an alternative for the same objective of a specific policy. 
The definition of tax benefits for specific groups must include close attention to 
the frequently regressive nature of tax expenditure, which means that tax incenti-
ves usually have greater positive effects for those with higher incomes (Huang 
and Shaw, 2009).

Tax expenditure analyses have been an important element in the supervision of 
reform processes aimed at implementing different kinds of tax incentive and ma-
naging a correct tax policy (Surrey, 1973). The first reports on tax expenditure 
analyses were published in the 1960s in Germany and the United States, followed 
later by analyses in other developed countries (Commission on Taxation, 2009). 
Countries differ in the number of tax allowances they offer, as well as their amount 
and form. Tax expenditure in the US for the 2007 income tax was estimated at 
760.5 billion USD (5.4% of GDP), while tax expenditure for companies was esti-
mated at 105 billion USD (0.8% of GDP) for 2008 (Huang and Shaw, 2009). An 
extrapolation from 2011 data offers an estimate of tax expenditure for income tax 
in the United States for 2012 to 2016 at 4,749.6 billion USD or approximately 7% 
of GDP (Poterba, 2011). In Belgium tax expenditure for the 2011 income tax was 
evaluated at 19.4 billion euro (5.2% of GDP), while a negative tax expenditure of 
15 billion euro was actually recorded because of the economic crisis, although a 
year before it had stood at 22.8 billion euro or 6.4% of GDP (Chambre des repré-
sentants de Belgique, 2011). A broad review of tax expenditures from selected 
OECD articles indicates that they are relatively high. In the UK tax expenditure 
for income tax was assessed at 8.3% of GDP in 2006-07, while in Sweden it was 
assessed at 10% of collected tax revenues (or 4.8 % of GDP) across a range of tax 
policies. In the Netherlands in 2006 it stood at 1.1% of GDP for income tax, with 
the highest being that relating to business, with total tax expenditure assessed at 
2% of GDP, while in Germany it was 0.74% of GDP (OECD, 2010). Bratić and 
Urban (2006) assessed the loss to the Croatian budget due to corporate income tax 
allowances at 481.3 million kuna (64.2 million euro or 0.2% of GDP) in 2004, and 
at 3.7 billion kuna (0.494 million euro or 11.2% of GDP) for personal income tax, 
just for the national budget. It must be remembered that different countries use 
different methodologies and approaches in assessing tax expenditure, which re-
flects their significance and makes them an important element in decision-making 
on further tax measures.

The purpose of this paper is to assess tax expenditure in Slovenia for two taxes on 
income, personal income tax (PIT) and corporate income tax (CIT). Both taxes are 
collected and determined by general government. Both taxes are an important part 
of total tax collected. PIT represents almost 16% of total tax revenue, while CIT 
represents from 3.5% (in 2010) to 9% (in 2008) in total tax revenues. For the 
measurement of tax expenditures in Slovenia the revenue loss (or “revenue forgo-
ne”) method was used. According to OECD (2010) in practice, most countries use 
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232 the revenue forgone method of analysis. The results referred to above (from i.e. 
Croatia, Netherlands, Sweden, and Belgium) used this method.

The paper first presents the reform process with an emphasis on the tax allowa
nces for these two taxes, followed by an analysis of the use of tax allowances for 
both taxes over the selected period and evaluated the amounts for them. 

2 �reform processes in slovenia linked to tax allowances  
on income taxes 

2.1 personal income tax
PIT in Slovenia applies to an individual’s income, of which there are six catego-
ries:

– �income from employment (salary, incentives, income earned under contracts 
for temporary work, pensions and other receipts),

– income from self-employment,
– �income from agriculture and forest businesses (cadastral income of farmland 

and woodland),
– income from lending property and delivery of property rights,
– income from capital,
– other income (i.e. gifts).

For several forms of income (Personal income tax Act, ZDoh-2, 2011), Slovenian 
legislation has a provision for part of that income not being taxed by standardised 
expenses incurred during the acquisition of that income being acknowledged. 
Standardised expenses of 10% are recognised on all contract income (work con-
tracts, copyright fees if not derived from employment, student work), while tax
payers can only claim higher expenses if evidenced by appropriate documenta-
tion. Expenses of up to 40% can be recognised for rent, and under certain condi-
tions the self-employed may claim standardised expenses up to 25% of their inco-
me (but not more than 25,000 euro), and as much as 70% for a specific group. 
Since most taxable income derives from salary or pay and pensions, the total 
amount of all standardised expenses claimed by taxpayers in 2009 reached over 
152,000 euro. 

Each individual is treated as a separate taxpayer. The tax year is the calendar year. 
Advance tax payments are made during the tax year. Those paying taxable income 
are required to calculate and pay an advance tax payment for the taxpayer.

A fundamental tax reform started in Slovenia in 2004, with changes in the taxation 
of income for individuals and businesses. A number of corrections and other 
amendments to these tax codes soon followed. The 2004 changes in legislation, 
which came into effect from 2005 to 2007 were used for calculation of 2006 tax 
expenditures. The next major overhauls of PIT in Slovenia occurred in 2007, with 
modifications in 2008, and were used for calculation of tax expenditures in 2007-
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23309. The major changes in PIT allowances are presented in the table 1. Since the 
purpose of this paper is linked primarily to changes in allowances, the allowances 
for the 2006-09 tax years are given. These years were selected because in-depth 
changes took place between 2006 and 2007, with the ending of non-standard 
allowances, and in 2008 with an additional general allowance for those with low 
income, while 2009 was the last year for which data are currently available, since 
the analysis of 2010 personal income tax data had not yet been concluded at the 
time of writing. In 2010 a further allowance to PIT was introduced, an allowance 
of 7,112 euro for work migrants who return to Slovenia at least once a week. This 
allowance is not included in the analysis.

Table 1
Type, characteristics and changes of allowances in PIT in Slovenia for 2006-2009 
tax years

Allowance type Characteristics – 
reduction of tax

Changes 

General personal base

Amount increases every year because of 
revalorization.
In 2008 additional general allowance 
for those with low income was intro-
duced.

Disabled people with 
100% disability 

base
Amount increases every year because of 
revalorization.

Cultural workers,  
journalists, sports-people 

base
In 2007 the maximum amount was de-
creased as a result of transformation 
from SIT to euro.

Temporary student work base

Amount increases every year because of 
revalorization.
Abolishment of maximum threshold for 
earned income.

Over 65s base
Amount increases every year because of 
revalorization.

Pensioners obligation
The percentage decreased in 2007 by 
one percentage point.

For dependent family 
members*

base
Amount increases every year because of 
revalorization.

Supplementary pension 
insurance 

base
Maximum amount increases every year 
because of revalorization.

Non-standard base Abolished from 2007.

* The value for first dependent member is given, the value increases for each subsequent 
member.
Source: TARS, 2011a.

The characteristic of different tax allowances did not change over the time obser-
ved. All allowances, except pension-related, reduce the tax base, while the pen-
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234 sion-related allowance reduces the tax obligation (tax credit). Table 2 presents the 
amounts of PIT allowances in the 2006-09 tax years. Since revalorization in each 
year is used, the amounts for each allowance increase during the observed years.

Table 2
Amounts of PIT allowances in Slovenia for 2006-2009 tax years 

Allowance 2006* 2007 2008 2009
Allowance amount 

General personal 
(euro)

2,522 2,800

2,960 for inde-
pendent members 
and 2,000 for 
income up to 
8,300 or 1,000  
for income from 
8,301 to 9,600 

3,051for inde-
pendent mem-
bers and 2,062 
for income up 
to 8,557 or 
1,031 for  
income from 
8,557 to 9,898 

Disabled people with 
100% disability (euro)

14,663 14,971 15,824 16,315

Cultural workers, jou
rnalists, sports-people 
(15% of income up to 
euro)

25,038 25, 000 25,000 25,000

Temporary student 
work 

5,112 (if total 
income not 
higher than 
6,677 euro)

2,800 2,960 3,051

Over 65s 1,173 1,205 1,274 1,313
Pensioners (% of  
assessed pension)

14.5 13.5 13.5 13.5

For dependent family 
members** (euro)

2,023 2,066 2,184 2,251

Maximum supplemen-
tary pension insurance 
(euro) 

2,341 2,390  2,526 2,605

Non-standard 
2% of the base + 

4% for housing 
- - -

* Values converted from Slovenian tolars.
** The value for first dependent member is given, the value increases for each subsequent 
member.
Source: TARS, 2011a.

The tax rate and the number of tax brackets, which has changed over the observed 
period, also play an important role in the level of PIT expenditure. In 2006 there 
were 5 tax brackets with a tax rate of 16% (up to 5,539 euro), 33% (from 5,539 to 
10,822 euro), 37% (from 10,822 to 21,899 euro), 41% (from 21,899 to 44,012 
euro) and 50% (from 44,012 euro). From 2007 there are only three tax brackets 
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235with tax rates of 16% (for the year 2009 the tax base up to 7,410 euro), 27% (from 
7,410 to 14,820 euro in 2009) and 41% (from 14,820 euro). Tax brackets are also 
revalorized every year, with similar rates as the allowances.

2.2 corporate income tax
CIT is levied on the taxable profit of companies at a rate of 20%. Taxable net pro-
fit is defined as revenue minus expenditure according to the income statement. 
The maximum depreciation rates are determined by law and the taxpayer can 
chose the method of valuing inventories. All legal entities carrying out comme
rcial activities and with a registered office in Slovenia are subject to corporate 
income tax. CIT is payable during the fiscal year which is the same as the calendar 
year. A taxpayer can decide on a fiscal or tax year that is different from the cale
ndar year, following which the tax year cannot be changed for five years. Tax 
payments must be made in advance (monthly or quarterly) proportionate to the 
level of the tax base in the latest assessment. Tax returns must be submitted to the 
tax administration by 31 March for the preceding year, or within three months of 
the conclusion of the selected tax year.

CIT is a tax that, like PIT, underwent significant amendments in 2004 (Corporate 
Income Tax Act, ZDDPO-1, 2004), with most provisions entering into force in 
2005. The previous “tax on corporate profits” underwent a change in name, and 
the main changes increased the tax base of most companies. In 2006 the tax was 
subject to some minor modifications, primarily a more generous recognition of 
amortisation and depreciation and benefits following a change in accounting poli-
cies. The loss-covering period was also changed from 5 to 7 accounting periods, 
and from 2007 there has been no limitation for the loss-covering period in 2007 
the amortisation and depreciation rates and tax rates were reduced (Corporate 
Income Tax Act, 2011). 

Throughout the reform process, changes were largely related to the level of 
allowances, with a few rare exceptions that were introduced and later abolished. 
Examples of permanent allowances include the allowance for the employment of 
people with disabilities and the allowance for grants, and since the introduction of 
the three-pillar pension system, the allowance for pension saving by employees in 
the second pillar (pension schemes). Practically throughout, the system has also 
had an allowance for investments, though the content of this allowance has chan-
ged (i.e. which investments are permitted) as has its level. In 2007 a further limit 
on the level of the allowance was added. For a brief period the allowance was re-
pealed, but it was reintroduced with retroactive application, so effectively it was 
applicable throughout. In 2006 a new allowance was introduced for investment in 
research and development, and this has been increased over the years. A 2007 in-
novation was the allowance for introducing practical knowledge into an organisa-
tion. The allowance for the employment of unemployed people was introduced in 
2006, together with the allowance for the employment of doctorate-holders who 
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236 had not previously worked outside academia, but both allowances were effecti-
vely cancelled within one year. The allowance for employment was reintroduced 
in 2009 as an employment incentive during a period of increasing unemployment. 
In 2010 an allowance came into force for payments to employees as participation 
in profit under set conditions, as well as two regional allowances offering incenti-
ves for the Pomurje region, only valid there. All forms of tax relief within CIT 
were in the form of tax allowances, i.e. as tax base deductions. Allowances cannot 
exceed the tax base. 

The changes and developments in CIT allowances for the observed tax years of 
our analysis are presented in table 3. 

Table 3
CIT allowances 2008-2010

Allowance 
2008 2009 2010

Allowance amount 

Investment 
% 20 30 30 

Max. amount (euro) 20,000 30,000 30,000

R&D 
 General (%) 20 20 40
 �Up to % in less 
developed regions 

40 40 60

% of profit payment to employees - - 70 or 100
For employment of disabled people  
(% of salary paid)

50 to 70 50 to 70 50 to 70 

For practical work as part  
of professional education 
(up to % of average monthly salary)

20 20 20

For voluntary supplementary  
pension insurance 

Set max. amount, reviewed annually 

Grant* 0.3+0.2% 0.3+0.2% 0.3+0.2% 

Employment (% of salary paid**) - - 45 

For Pomurje region - -
70% of employ-
ment costs and 70% 
of investments 

*The taxpayer may reduce the tax base by the allowance amount over the following three 
accounting periods, if a grant is over 0.2% of the taxed income.
** The tax base can be reduced only in two consecutive years.
Source: TARS, 2011b.

The tax rate, which has changed over the observed period, also plays an important 
role in the level of CIT expenditure. In 2008 the tax rate for corporate income tax 
was 22%, while in 2009 it was 21% and from 2010 onwards 20%.
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2373 tax expenditure analysis for slovenia 
3.1 methodology
For the measurement of tax expenditures in Slovenia, the revenue loss (or “reve-
nue forgone”) method was used. Tax expenditures are reductions in tax revenue 
that result from the use of the taxation system as a policy tool to deliver policy 
objectives. This is ex post calculation of revenue loss in the budget, because seve-
ral allowances are introduced by law (Bratić, 2011). One of the disadvantages of 
the method is that the effect on taxpayer behaviour resulting from the removal of 
the particular tax expenditure is not used in the estimation (Commonwealth of 
Australia, 2011). This is the most commonly used method to measure tax expen-
ditures because of its relative simplicity (Brixi Polackova, Valenduc and Li Swift, 
2004). In practice, most countries use the revenue forgone method of analysis 
(OECD, 2010). Along with revenue forgone method, there are also two other basic 
methods: the revenue gain method and the outlay equivalent method (Bratić, 
2011). Tax expenditures in Slovenia are calculated for the first time; the calcula-
tion methodology is explained below. 

The value of tax expenditure in Slovenia for PIT was calculated according to a 
number of assumptions. The calculation includes allowances only, and not stan-
dardised expenses. Effective tax rates for each tax bracket are calculated accor-
ding to the nominal rate and the base taxed inside the bracket (i.e. for the first tax 
bracket, the effective rate of 16% is used from 2007). The data on rates, brackets 
and amount of allowance are given in chapter 2. As stated, four tax years were 
selected for the calculation of tax expenditure relating to PIT: 2006-09. The prin-
ciple reason for selecting 2006 was because the allowance regime changed, pri-
marily in relation to the existence of non-standard allowances, while in 2007 an 
additional general allowance for those with low income was introduced. The years 
2008 and 2009 were selected as two successive years in which no significant dif-
ferences were made to allowances. As stated above, the 2010 data were not yet 
available at the time of writing. Data on tax allowances used by taxpayers in each 
bracket were received as internal data from TARS and are not publicly presented, 
therefore only calculated tax expenditures are presented and not all the data. Inter-
nal TARS data on PIT include the data on number of taxpayers, gross total income, 
standardised expenses, social security contributions, amounts of each tax allowa
nce, and collected PIT. All mentioned data are presented for each tax bracket. In-
ternal TARS data on CIT include only the total amount of each allowance used by 
taxpayers in selected years.

The evaluation of tax expenditure for PIT was calculated by first determining, for 
each tax bracket, the difference between the tax base before allowances are clai-
med (Tax Base I = gross incomes – social security contributions – standardised 
expenses claimed). According to the tax rates in different tax brackets, the effe
ctive tax rate was determined for each tax bracket and year observed. The tax 
expenditure was evaluated separately for each tax bracket using the difference 
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238 between potential PIT revenue (with no allowances claimed) and actual collected 
PIT. Potential PIT revenue was calculated as a product of Tax Base I and effective 
tax rate for each tax bracket. For actual collected PIT revenue in each bracket we 
used internal TARS data on the amount of tax allowances used. The difference is 
the loss of revenue because of different tax allowances. 

It was simpler to evaluate CIT expenditure, since all allowances reduce the base, 
and the tax rate is proportional. In Slovenia there are no other significant incenti-
ves for businesses. There is no tax holiday for starting business, accelerated depre-
ciation is not allowed and no tax credits are introduced. The full data on individual 
taxpayers was not accessible, however as already mentioned aggregate figures for 
amount of each tax allowances in each year were provided by TARS as internal 
data. The sums of all allowances that reduce the base were multiplied by the rele-
vant tax rate to produce an evaluation of the tax expenditure for that tax. In that 
case, three successive years were selected, since the types and level of allowance 
did not change significantly during the period before that. Over the period studied, 
the tax rate changed (from 22% in 2008 to 20% in 2010), and this had a major 
influence on the level of tax expenditure. 

3.2 research results on personal income tax
The breakdown of claimed allowances reveals the predominance of the general 
allowance, which is available to all taxpayers (except dependent family members, 
i.e. students who have decided to submit an independent income tax return). The 
general allowance represented over 59% of the allowance total in 2006, and al-
most 70% in 2009 (calculated from TARS data). The allowance for dependent 
family members was also significant, while all other allowances together constitu-
ted less than 10% of the total. As indicated in table 4, the claimed allowance total 
increased compared to 2006 in the later observed tax years, which is largely the 
consequence of an increased general allowance and additional general allowances 
for people on low incomes. According to the methodology set out in the preceding 
sub-chapter, the amount of tax expenditure was evaluated and was highest in 
2006, when there were more tax allowances. The highest amounts of tax expendi-
ture were in the first tax bracket in the period 2007-09, while in 2006 the highest 
amount was in second tax bracket. The reason is that the taxpayer structure in 
Slovenia is such that the majority fall within the first income tax bracket. Allowan-
ces therefore contribute to the redistributive function. In 2006 the structure was 
somewhat different due to the 5 tax brackets, since 56.3% of taxpayers came 
within the first bracket, while only 0.7% of taxpayers fell within the fifth (Ministry 
of Finance, 2011). The proportion of tax expenditure linked to the first tax bracket 
(compared to total income tax expenditure) was 28%, with only 12% of total tax 
expenditure linked to the fifth bracket. In 2009, 58.2% of taxpayers fell within the 
first tax bracket, 26.9% in the second and 14.9% in the third (Ministry of Finance, 
2011). In 2009 the proportion of the tax expenditure is again highest in the first tax 
bracket, representing 45.7% of total tax expenditure, compared to 16.1% for the 
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239third bracket. The situation was similar in 2007 and 2008. A comparison of the 
average amount of tax expenditure per taxpayer indicates that the amounts were 
the highest in the second tax bracket in the period 2007-09 and the lowest in the 
first one�. In 2006 the average value of tax expenditure per taxpayer grew, since 
taxpayers with a higher base could claim a higher allowance, using non-standard 
allowances, which were set as a percentage of the base. The non-standard allo
wances therefore reduced the redistributive effect of progressive taxation. 

Table 4
PIT allowance structure, total value of allowances and total tax expenditure for 
2006-2009

  2006 2007 2008 2009
For over-65s (%) 0.005 0.003 0.003 0.003

For disabled people (%) 0.001 0.001 0.001 0.001

For voluntary pension insurance (%) 0.001 0.001 0.001 0.001

For dependent family members (%) 0.038 0.038 0.031 0.032

General (%) 91.51 95.48 96.08 96.51

For student work (%) 4.11 4.14 3.58 3.12
For cultural workers, journalists and  
sports-people (%)

0.342 0.331 0.307 0.324

Pension (%) 0.006 0.005 0.004 0.003

Non-standard (%) 0.007 - - -

Total value of allowances, billion euro 4.60 4.40 5.29 5.26

Total tax expenditure, million euro 1,607 1,039 1,153 1,113

Tax expenditure, % GDP 5.2 3.0 3.1 3.2

Source: Internal TARS data on PIT, 2011 and own calculations.

3.3 research results for corporate income tax 
The calculation of tax expenditure for CIT was also estimated using aggregated 
data for that tax. Table 5 gives a breakdown of tax allowances claimed compared 
to the total value of allowances, and tax expenditure with regard to the appropriate 
tax rate in each tax year. The investment allowance was the largest allowance by 
value. An increase in the R&D allowance was observed in 2010. New allowances 
also contributed to an increase in allowance value in 2010. Nevertheless, the ef-
fects of the economic crisis started to be seen that year, with a reduction in the 
value of allowances for employment, grants and pension insurance being obser-
ved. The total value of allowances for each year was approximately 1 billion euro. 
Despite the increase in some allowances, the total value did not rise in 2009 and 

� Tax expenditure per taxpayer in the second tax bracket was around 1,500 euro, for the first around 800 euro, 
and for the third tax bracket around 950 euro in the period 2007-09. In 2006 in the first tax bracket the tax 
expenditure per taxpayer was evaluated at 700 euro and rose to 24,000 euro in fifth tax bracket.



m
a

ja k
lu

n:
slo

v
en

ia
n in

c
o

m
e ta

x
es a

n
d a

n
a

ly
sis o

f th
eir ta

x ex
pen

d
itu

r
e in 2006-2010

fin
a

n
c

ia
l th

eo
ry a

n
d 

pr
a

c
tic

e
36 (3) 229-243 (2012)

240 2010, a result of course of the poorer business performance in those years. This 
led to a decrease in tax expenditure, despite the fact that the tax rate was reduced 
by one percentage point each year.

Table 5
CIT allowance structure, total value of allowances and tax expenditure for 2008 
to 2010

2008 2009 2010
Investment (%) 26.5 25.3 21.8
R&D (%) 16.6 16.2 26.5
For employee participation in profit (%) - - 0.01
For employment of disabled people (%) 22.5 21.8 18.8
For practical work as part of professional education (%) 0.2 0.3 0.3
For voluntary supplementary pension insurance (%) 27.0 29.1 24.4
Grant (%) 7.1 7.3 6.3
Employment (%) - - 0.03
For Pomurje region (%) - - 1.9
Total value of allowances, million euro 480 362 405
Total tax expenditure, million euro 105.7 76.0 81.1
Tax expenditure, % GDP 0.28 0.22 0.23

Source: Internal TARS data on CIT, 2011 and own calculations.

The claim that the total tax expenditure and total allowance value reflect a poorer 
economic performance is supported by the calculation of the ratio of tax expendi-
ture to collected CIT. Tax expenditure in 2008 represented only 8.4% of collected 
CIT (1.3 billion euro of CIT were collected in 2008), while in 2010 it was up to 
18.1% (collected CIT decreased to 449 million euro) of collected CIT. In 2009 the 
proportion was 10.7%. The importance of tax allowances for businesses is also 
evident from a comparison of the claimed allowances and total subsidies from 
central and local government to the economy. In 2008 and 2010 the value of sub-
sidies to the economy was almost the same to the total of claimed allowances. 
Following the increase in subsidies in 2009, central government subsidies were 
lowered again in 2010.

4 conclusion
In Slovenia neither the Ministry of Finance nor the Tax Administration calculate 
tax expenditure for specific taxes. In most cases of changes to legislation, only 
estimates of the reduction or increase in inflows to the budget the amendments 
will cause are calculated. This analysis of tax allowances and tax expenditure is 
therefore the first evaluation of its kind in Slovenia. Only limited, largely aggre-
gated, personal and corporate income tax data were available, which was the main 
limitation of this study. The results show that government loses around 3% of 
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241GDP every year because of allowances claimed by personal income taxpayers. 
The percentage is lower for CIT, since it is less than 0.5% of GDP. From the results 
we can conclude that general allowance is the main allowance for personal inco-
me taxpayers. It represents more than 95% of all allowances. Such a structure 
calls income redistribution into question, since other allowances, which take into 
account the different situations of people, are almost negligible. The structure of 
tax expenditures for CIT is more divided among different allowances; neverthe-
less the investment allowance is that most used by taxpayers. 

For better results the Government of Slovenia should initiate further in-depth 
analysis of tax expenditure, which may include data on each taxpayer’s tax base, 
the amount of allowances claimed, and the effective tax rate at which their tax 
base is taxed. This would help to improve evaluation of tax reforms and a better 
understanding of the changes in allowances. It would give a better understanding 
of the effectiveness of changed allowances, whether they reach the right taxpayer 
and for whom the situation changed the most. However, the estimated value is 
probably a good approximation of the actual figure and suitable for international 
comparisons, for analysing income redistribution from personal income tax in 
particular, analysing the importance of specific allowances for both taxes, as well 
as offering adequate data for managing appropriate tax policy.

The study found that tax expenditure on personal income as a percentage of GDP 
is similar to that found in research in other countries, while the relative proportion 
of tax expenditure on corporate income tax as percentage of GDP is relatively low 
in comparison to results in other countries. It also indicated that there are conse-
quences of the economic crisis seen in both estimations of tax expenditures.



m
a

ja k
lu

n:
slo

v
en

ia
n in

c
o

m
e ta

x
es a

n
d a

n
a

ly
sis o

f th
eir ta

x ex
pen

d
itu

r
e in 2006-2010

fin
a

n
c

ia
l th

eo
ry a

n
d 

pr
a

c
tic

e
36 (3) 229-243 (2012)

242 literature

Bratić, V. and Urban, I., 2006. “Tax Expenditures in Croatia”. Financial Theory 
and Practice, 30 (2), 129-195. 

Bratić, V., 2011. Skrivena javna potrošnja. Porezni izdaci:potreba ili udvaranje 
biračima? Zagreb: Insitut za javne financije.

Brixi Polackova, H., Valenduc, M. A. C. and Li Swift, Z. 2004. Tax Expenditu-
res- Shedding Light on Government Spending through the Tax System, Lessons 
from Developed and Transition Economies. Washington D.C.: The World 
Bank.

Chambre des représentants de Belgique, 2011. Budget des voies et moyens pour 
l’année budgétaire 2010. DOC 52 2222/011. Available from: [http://www.
dekamer.be/FLWB/PDF/52/2222/52K2222011.pdf].

Commission on Taxation, 2009. Review of Tax Expenditure, Part 8. Commission 
on Taxation report. Available from: [http://www.commissionontaxation.ie/
downloads/Part%208.pdf].

Commonwealth of Australia, 2011. Tax Expenditures Statement 2010. Canberra: 
Commonwealth of Australia.

Corporate Income Tax Act (ZDDPO). Official Gazette of the Republic of Slove-
nia, 40/04 and 117/06.

Fiekowsky, S. 1980. “The Relation of Tax Expenditures to the Distribution of the 
Fiscal Burden.” Canadian Taxation 2, Winter 1980, 211-219.

Huang, C. C. and Sahw, H., 2009. New Analysis Shows “Tax Expenditures” 
Overall are Costly and Regressive. Washington: Center on Budget and Policy 
Priorities. Available from: [http://www.cbpp.org/files/2-23-09tax2.pdf].

Internal TARS data on used allowance amounts for PIT and CIT, 2011. Lju-
bljana: TARS. 

Joint Committee on Taxation, 2011. Background Information on Tax Expendi
ture Analysis and Historical Survey of Tax Expenditure Estimates. JCX-15-
11.

Ministry of Finance of the Republic of Slovenia, 2011. Osnovni statistični po-
datki iz odločb odmere dohodnine za leto 2009. Available from: [http://www.
mf.gov.si/fileadmin/mf.gov.si/pageuploads/javne_objave/Statistcnaanali-
za2009-DOHODNINA.pdf].

OECD, 2010. Tax Expenditures in OECD Countries. Paris: OECD.
Personal Income Tax Act (ZDoh-2). Official Gazette of the Republic of Slovenia, 

13/2011-UPB7.
Poterba, J. M. 2011. “Introduction: Economic Analysis of Tax Expenditures.” 

National Tax Journal, 64 (2), 451-458.
Surrey, S. S. and McDaniel, P. R., 1985. Tax expenditure. Harvard: Harvard 

University Press.
Surrey, S. S., 1973. Pathways to Tax Reform 6. Harvard: Harvard University 

Press.
Swift, I. Z., Brixi Polackova, H. and Valendus, M. A. C., 2004. “General Con-

cept, Measurement, and Overview of Country Practises” in: Tax Expenditures-



m
a

ja k
lu

n:
slo

v
en

ia
n in

c
o

m
e ta

x
es a

n
d a

n
a

ly
sis o

f th
eir ta

x ex
pen

d
itu

r
e in 2006-2010

fin
a

n
c

ia
l th

eo
ry a

n
d 

pr
a

c
tic

e
36 (3) 229-243 (2012)

243Shedding Light on Government Spending through the Tax System, Lessons 
developed from Developed and Transition Economies. Washington: The World 
Bank, 1-18.

Swift, Z. L., 2006. “Managing the Effects of Tax Expenditures on National Bud-
gets”. World Bank policy research working paper, No. 3927. 

TARS, 2011a. Personal Income tax. Ljubljana: Tax Administration of the Repu-
blic of Slovenia. Available from: [http://www.durs.gov.si/si/fizicne_osebe/do
hodnina_za_fizicne_osebe_pojasnila/].

TARS, 2011b. Corporate Income tax. Ljubljana: Tax Administration of the Repu-
blic of Slovenia. Available from: [http://www.durs.gov.si/si/davki_predpisi_
in_pojasnila/davek_od_dohodkov_pravnih_oseb_pojasnila/].

Toder, E. J., 2005. “Tax Expenditures and Tax Reform: Issues and Analysis”. 
Presented at National Tax Association meetings, Miami, Florida, November 
19, 2005.


