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ABBREVIATIONS 

ESA Employment Service Agency 
AD ESM Power plants of North Macedonia 
AD MEPSO Macedonian electricity transmission system operator 
GDP Gross domestic product 

VAT Value added tax 
SSO State Statistical Office 
AP 5 Additional protocol 5 
ЕЕ Energy efficiency 
EIB European investment bank 
EC European Commission 

EU European Union 
WB 6 Western Balkan 6 
JCBS Joint cross border station 
IAH Individual agricultural households 
IPA Instrument for pre-accession assistance 
IT Information technology 
ITS Intelligent transportation system 
R&D Research and development 
ICT Information and Communication technologies 
SEE South East Europe 
km kilometres 
MAFWE Ministry of agriculture, forestry and water economy 
MEMO Organized market operator 
MAP REA Multi-Annual Action Plan for Regional Economic Area 
МISA Ministry of information society and administration 
IMF International monetary fund 
SME Small and media enterprises 
MLSP Ministry of labour and social policy 
MF Ministry of finance 
NEMO National organized electricity market 
STP Scientific technology park 
OECD Organisation for economic cooperation and development 
RES  Renewable energy sources 
TSO Transmission system operator 
PIT Personal Income tax 
p.p. Percentage point 
ERP Economic Reform Programme 
PISA Programme for international student assessment  
MKD Republic of North Macedonia 
FDI Foreign direct assessment 
TAIEX Technical assistance instrument 
UNIDO UN Industrial development organisation 
FITR Fund for innovation and technology development 
ha hectares 
HS Hydro system 
CEFTA Central Europe and free trade agreement 
SEE South East Europe 
EU CACM  Capacity Allocation and Congestion Management  
DMS Dynamic message signs 
GHG Greenhouse gas emissions 
MRC Multi Regional Coupling 
MRC OPSCOM Multi Regional Coupling Operations Committee 
NECP National energy climate plans 
NEET Not in Education, Employment, or Training 
IBEX Independent Bulgarian Energy Exchange 
REC Regulatory energy commission 

GVA Gross value added 

ESCO Energy service company 
EMF Environmental management framework 
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5. Structural reforms in 2020-2022 

5.1. Identification of key obstacles to competitiveness and inclusive growth 

Economic growth in first half of 2019 remained solid at 3.6%. The growth in construction sector (4.7%), mainly driven by 
road construction, was complemented by growth in services (3%), particularly in trade and transport activity (7%), and by 
agriculture (8.4%). The growth of industry sector was 1.9%, due to weaker manufacturing output, but high frequency data 
for July and August shows solid recovery posting an annual increase of 5.8% and 9.8% accordingly. Gains in employment 
contributed to lower unemployment rate in Q2-2019 (17.5%), with significant decline by 3.6 pps compared to same quarter 
in 2018. Job creation was strongest in manufacturing, trade, transport and information and communication activity. 

Although the Macedonian private sector has been creating jobs, they are not the high-productivity, well-paid jobs the country 
needs. Whether North Macedonia can become more productive will depend critically on how it can attract high-value-added 
FDI and build a strong, outward looking domestic private sector. Macedonian economy as small one, where domestic 
demand has been undermined by high unemployment and relatively low wages, needs export markets to accelerate its 
growth. Trade liberalisation with proximity of EU markets encouraged foreign direct investments, mainly in manufacturing 
resulting in rapid increase in export sophistication1.The share of manufactured products in total exports is about 90%. Export 
growth is mainly driven by the capacities in the free economic zones specialized in technology-intensive sectors. Looking 
by technological intensity structure, the medium and medium to high technology manufacturing industries contributed by 
about half to industrial index rise and similar is their export share. This means that there is still significant share of labour-
intensive industries with low productivity within the industry sector. 
According to UNIDO biannual Competitive Industrial Performance Index 20182 Macedonia is ranked on the 78th place out 
of 150 countries, yet if compared to other countries, there is a need for increasing the share of high-value added 
manufacturing industry in economy output. Notwithstanding the fact that the country's manufacturing sector structure has 
changed by shifting gradually to higher technology-based production and by increasing its share in GDP, this is still not 
translated in higher value added per capita which measures the industrialization of a country. Increased value added per 
capita leads to rising of the living standard, as the real GDP per capita is around 36% of EU-28 average in 2017. The IMF 
Analysis on FDI in New Member States and Western Balkans3 states that much of the pre- and post-production services 
activities, which hold the higher share of value added are done by parent companies, meaning research and development 
activities, which have increased over time, are kept in host countries. For this reason, the domestic companies should 
embrace more vigorously the advantages of the digital technology for increasing their productivity, competitiveness and 
their share of value added in higher technology industries. 
In this regard, only investing in research, development and innovation can provide success on the global market, which is 
becoming increasingly integrated in value chains. According to the European Innovation Scoreboard 20184, North 
Macedonia is a modest innovator as it shows performance level below 50% of the EU average. The report states Attractive 
research systems and Innovators as the strongest innovation dimensions, while Sales impact and Intellectual assets are 
the weakest innovation dimension. The report shows that firms’ investments in R&D are negligible, compared to Non-R&D 
innovation expenditures. It also shows very low level of patent and design applications vs. trademark applications, in favour 
of the latter.  
The OECD report – Competitiveness in South East Europe: A Policy Outlook 20185, states that in a global economy 
increasingly dependent on knowledge and skills, investment in education and competencies is critical to increase human 
capital and thus improve labour productivity, which is a long-term driver of economic competitiveness. PISA results for 
Macedonia are well below its peers from CEE and the OECD average, and Macedonia with Kosovo are the lowest achievers 
among SEE countries. Mismatches between private employer needs and the skills provided by the education system are 
problem for decreasing the high unemployment rate in Macedonia, especially youth unemployment being at a level of 47.6% 
in 2017, almost three times higher than EU average. In this sense, the activation policies should play key role in supporting 
young, long-term, women and vulnerable groups to find suitable employment and increase employment opportunities. 
Closely related to this is the need to strengthen the integration of social work centres and public employment agencies for 
better targeting the employability of social assistance beneficiaries.  

                                                           
1https://www.worldbank.org/en/country/northmacedonia/publication/fyr-macedonia-systematic-country-diagnostic-seizing-brighter-future-for-all 
2https://stat.unido.org/country/MKD.pdf;jsessionid=5302677C31C67CE81999C66B812E7916 
3http://www.imf.org/en/Publications/WP/Issues/2018/08/21/Foreign-Direct-Investment-in-New-Member-State-of-the-EU-and-Western-Balkans-Taking-Stock-and-46152 
4 https://ec.europa.eu/growth/industry/innovation/facts-figures/scoreboards_en 
5 https://ec.europa.eu/growth/industry/innovation/facts-figures/scoreboards_en 
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The larger integration of companies in higher technological global value chains depends in a great extent on further 
improvement of the business environment. Despite the continuous improvement of business regulations, there is a need to 
improve law enforcement conditions, simplify existing legislation and reduce unnecessary costs. Lack of innovation is closely 
related to lack of proper logistic such as excellent public services, customs, communication links and transport infrastructure. 
The country needs to continue with improving the competitiveness of the energy sector, and particular attention should be 
given to sustainable development given the high potential for renewable energy sources and energy efficiency6. 
Building inclusive society means decreasing income gaps as inequality can worsen growth sustainability. What presents 
real challenge is the existence of an informal sector that creates unequal conditions for companies that are paying taxes 
and social contributions and adhere to the legislation. Also, there are large intersectoral differences in productivity, or lack 
of access to finance, especially for SMEs7. 
The European Commission in its Assessment report on Economic Reform programme 2019-20218 identifies three main 
structural challenges that need to be addressed to boost competitiveness and inclusive growth:  

- youth unemployment,  
- integration of domestic companies into global value chains and  
- formalisation of the economy.  

The informal economy distorts competition, decreases the quality of the business environment, decreases public revenue 
and leaves some workers without social protection or with limited rights. By failing to integrate with global value chains, 
domestic firms are missing lucrative opportunities and the ability to increase their productivity, learn form best practices and 
in such way positively influence the country’s trade balance, growth and competitiveness. 
The Joint Conclusions from the Economic and Financial Dialogue from May 2019 referring to needed structural reforms 
policies, are directly linked to above mentioned challenges:  

- Put in place and apply transparent and consistent procedures for business inspections implemented by 
inspectorates with clear mandates. Create a register of para-fiscal charges on central and local level. Reduce the 
time and costs of commercial disputes by strengthening the institutional capacity of civil courts. 

- Ensure the implementation of the Action Plan for Formalisation of the Informal Economy 2018-2020 in accordance 
with the timeline. 

- Implement the Youth Guarantee in the whole territory with an emphasis on underdeveloped regions by ensuring 
sufficient and qualified human resources of the Employment Agency, and the participation of relevant stakeholders. 
Strengthen the governance in the education sector in order to accelerate the modernisation of the education 
system at all levels through improving infrastructure, curricula and teachers’ qualifications. Adopt and implement 
the new social protection legislation for improving the impact of social transfers on poverty reduction. 

  

                                                           
6 http://www.oecd.org/south-east-europe/programme/competitiveness-south-east-europe.htm 
7 http://www.oecd.org/south-east-europe/programme/competitiveness-south-east-europe.htm 
8https://ec.europa.eu/neighbourhood-enlargement/sites/near/files/north_macedonia_2019-2021_erp.pdf 
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5.2. Summary of reform measures 

Energy and transport market reform 
Measure 1: Increasing the competitiveness of the electricity market 
Measure 2: Promotion of renewable energy sources and improvement of energy efficiency 
Measure 3: Implementation of an Intelligent Transport System (ITS) along Corridor 10 

Agriculture sector development 
Measure 4: Improving of irrigation system 
Measure 5: Consolidation and defragmentation of agricultural land 
Measure 6: Agricultural cooperatives 

Industry sector development 
/ 

Services sector development 
Measure 7: Increasing competitiveness in the tourism and hospitality sector 

Business environment and reduction of the informal economy 
Measure 8: Harmonisation of the Public Procurement Legal framework with the Acquis 
Measure 9: Development of a National E-Services Portal.  
This measure is linked to the 5th Policy guidance from the Joint Conclusions of the Economic and Financial 
Dialogue from May 2019: “Create a register of para-fiscal charges on central and local levels 
Measure 10: Reducing the informal economy.  
This measure is linked to the 4th and 5th Policy guidance from the Joint Conclusions of the Economic and 
Financial Dialogue from May 2019: “Put in place and apply transparent and consistent procedures for business 
inspections implemented by inspectorates with clear mandates” and “Ensure the implementation of the Action 
Plan for Formalisation of the Informal Economy 2018-2020 in accordance with the timeline”. 

Research, development and innovation and the digital economy 
Measure 11: Enhancing cooperation between the academy and the industry 

Trade-related reforms 
Measure 12: Trade facilitation 
Measure 13: Facilitating North Macedonia-Serbia cross-border crossing 

Education and skills 
Measure 14: Further development of the qualification system 
This measure is linked to the 6th Policy guidance from the Joint Conclusions of the Economic and Financial 
Dialogue from May 2019: “Strengthen the governance in the education sector in order to accelerate the 
modernisation of the education system at all levels through improving infrastructure, curricula and teachers’ 
qualifications”. 

Employment and labour markets 
Measure 15: Youth guarantee.  
This measure is linked to the 6th Policy guidance from the Joint Conclusions of the Economic and Financial 
Dialogue from May 2019: “Implement the Youth Guarantee in the whole territory with an emphasis on 
underdeveloped regions by ensuring sufficient and qualified human resources of the Employment Agency, 
and the participation of relevant stakeholders”. 

Social protection and inclusion 
Measure 16: Enhancement of financial benefits in the field of social protection.  
This measure is linked to the 6th Policy guidance from the Joint Conclusions of the Economic and Financial 
Dialogue from May 2019: “Adopt and implement the new social protection legislation for improving the impact 
of social transfers on poverty reduction”. 
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5.3. Analysis by area and structural reform measures 

5.3.1 Energy and transport market reform 
Energy market. The main goal of the energy policy of the Republic of North Macedonia is to create the most suitable 
development of the energy sector which will ensure: Reliable, safe and quality energy and fuel supply to consumers, 
accelerated economic development and increased concern and protection for the environment. 
The stated key objective will be achieved through the following strategic commitments: 

 Achieving sustainable development of the energy sector 
 Reduce import dependency 
 Diversification of fuels 

The Republic of North Macedonia has limited range of options for energy supply and is highly dependent on energy imports 
as demand has outpaced domestic supply. In the total amount of electricity for consumer needs for 2018, domestic 
generation accounts for 69.02%, while imports account for 30.98%. The total installed capacity of the power plants for 
generation of electricity is 2,076 MW. This number shows the whole capacity of all types of installed generators in North 
Macedonia. Total number of final customers of electricity for year 2018 is 741,867, from which the number of all non-
household customers is 83180.Number of customers eligible to choose supplier, according to the legislation in force, 
regardless of how many have exercised eligibility is 301, and the number of customers supplied under market conditions is 
1226. According to this information, real liberalisation of electricity market in North Macedonia is 47.26%. Comparing year 
2018 with 2017 we have increased the percentage of liberalisation for 39.75%. There are 24 active traders on the free 
electricity market and the electricity flow is increased for 49.6% comparing with year 2017. Also20.13% of all measurement 
points (4344) change their supplier in 2018, which points to an increase of 31.68% compared to 2017 (3299). 

activity 
Year 

2018 2017 

Total number of final customers of electricity 741867 728827 

Number of all non-household customers 83180 84943 

Real liberalisation of electricity market in MK (%) 47,26 39,75 

Customers who change their supplier 4344 3299 

Number of customers supplied under market conditions 1226 226 

Number of customers eligible to choose supplier, according to the legislation in 
force, regardless of how many have exercised eligibility 

301 226 

Regarding the energy sources, almost half of domestic electricity generation is due to hydropower. Water is one of the most 
cost-effective sources of energy and is the most significant renewable energy source in North Macedonia. The hydro power 
plants in the Republic of North Macedonia are accumulated and flowing, with an average annual output of 1200 GWh, and 
the total installed capacity is 554 MW, i.e. 40% of the total capacity of AD ESM. Yet, the greenhouse gas emissions as a 
ratio to GDP are five times higher than EU average and will require incremental investments if it is to moderate emissions 
by 2040. 

Energy development strategy 2040 for the Republic of North Macedonia is under preparation and it is expected to be 
adopted by the end of 2019. The Strategy is based on five closely related pillars and mutually reinforcing dimensions: 
Security, solidarity and trust; a fully integrated internal energy market; Energy efficiency, Climate action – decarbonising the 
economy and Research, innovation and competitiveness. In accordance with the Energy Law, within six months after 
adopting the Strategy, the Government shall adopt Programme for implementation of the Energy development strategy.  
Transport market. The country is uniquely positioned at the crossroads of two major regional transport corridors: Pan-
European Corridor 10, which links Northern Europe through Serbia and North Macedonia to port of Thessaloniki in Greece 
and Pan-European Corridor 8, extending from east to west and connecting the port of Durres in Albania with the ports of 
Burgas and Varna on the Black Sea in Bulgaria. These corridors are part of the extensions to the EU core TEN-T networks. 
The road Corridor 10 is 174 km long and its full length is on a highway level. The railway Corridor 10 is 213 km long and is 
fully constructed. The road Corridor 8 is 304 km long, but only 37% have been upgraded to highway level, thus it needs 
further upgrading. The railway Corridor 8 that is under construction will link the ports in Bulgaria and Albania through North 
Macedonia thus providing an alternative transportation opportunity for Macedonian companies. 
With respect to the quality of the transport infrastructure, the 2017 Global Competitiveness Report ranks the country 80th 
out of 138 economies, bellow aspirational peers (which rank between 33rd and 70th) but above Bosnia and Herzegovina, 
and Albania among structural peers (note: concrete indicators assess the quality of roads - extensiveness and conditions, 



7 

quality of railroads infrastructure - extensiveness and condition and access to seaports for landlocked countries). North 
Macedonia had already prioritized new infrastructure investments along the main transport corridors to consolidate its 
position as a regional transport hub. Substantial investments have already been made for the corridors but the priority for 
new investment is to expedite completion of these corridors. There is also a need to improve transport services and 
maintenance. As transportation by roads is expected to grow rapidly and the number of fatalities from traffic accidents is 78 
per million inhabitants, significantly above the average of 52 for EU28, road safety conditions need to be improved. At an 
estimated 2 percent of GDP, the economic costs of traffic accidents are high. The high and growing share of road transport 
and the prevalence of old vehicles are the main reason for transport emissions. Transport is the second highest emitter of 
green gas emissions, after energy; it produces about 15 percent of total GHG emissions. Modernizing transport systems 
will be important for climate-change mitigation.9 

Measure 1: Increasing the competitiveness of the electricity market 

1. Description of the measure 

This measure continues from last year, the details of the implementation are shown in Table 11. 
In order to get competitive prices and free electricity market for all customers, we liberalise the market step by step. 
Consumers have the right to choose their supplier of electricity and to buy electricity from trader of their choice at planned 
price that best meets their needs, or remain in the regulated tariff. 
The adoption of the new Energy Law enabled the fulfilment of the energy "soft measures", removal of the main legal 
obstacles for the establishment of organised electricity market, as well as full liberalisation of the energy market, which had 
started from January 2019. Universal supplier is selected in the beginning of 2019 and it is company named EVN HOME. 
According to the new Energy Law, the deregulation of the generation price is terminated and the right of all buyers to change 
the supplier is regulated. Additional activities will be undertaken for implementation of "soft measures" from group 4 of the 
Third energy package. 
The Republic of North Macedonia should join the existing electricity exchange in some of the neighbouring countries or 
establish its own electricity exchange (taking into account liquidity and economic justification). In this regard, Action Plan for 
the establishment of National Organised Electricity Market (NEMO) was adopted, and AD MEPSO, as operator of the 
electricity market, is obliged to implement it. With the establishment of the electricity trading platform, day ahead will enable 
secure functioning of liquid energy market and creation of conditions for greater competition in the provision of energy to 
the consumers. The appointment of NEMO is in accordance with the EU CACM Regulation (Capacity Allocation and 
Congestion Management). After NEMO designation in 2019, the Government will adopt the rules for Organised Market 
Operator (MEMO). After this decision for MEMO the ongoing project of day ahead market coupling between North 
Macedonia and Bulgaria will proceed. 
Electricity Market Rules have been adopted by the Energy Regulatory Commission10. The increase in liquidity is expected 
after the merger of the market with at least one of the neighbouring countries.  
The changes in prices in electricity market are given in the table below: 

 Year 

2018 2017 

Electricity price for open electricity market (EUR/MWh) 57,73 49,07 

Electricity price for open electricity market for big eligible customers (EUR/MWh) 57,36 51,10 

Electricity price for open electricity market for small eligible customers (EUR/MWh) 55,55 44,92 

Average electricity price for tariff customers (EUR/MWh) 64,85 71,58 

The new balancing mechanism is fully market-oriented and will apply to all electricity market participants. The electricity 
Transmission System Operator (TSO) organises and manages the balanced energy market. Procedures for adoption of the 
Balance Rulebook are finished. AD MEPSO (TSO) will procure balancing services from the providers of balance services 
at the national, and in the perspective at the regional market for balancing under competitive conditions.  
The current production company AD ELEM signed a Memorandum of Understanding with the Energy Community 
Secretariat for technical assistance for improving its electricity trading capacities and developing business strategies for 
managing its electricity production and trading portfolios in order to be competitive on the electricity market. With gradual 
deregulation of the production price, households and small consumers after January 1, 2019 are able to choose their own 

                                                           
9https://www.worldbank.org/en/country/northmacedonia/publication/fyr-macedonia-systematic-country-diagnostic-seizing-brighter-future-for-all 
10 Official Gazette of RM No. 173/18 dated September 2018 
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electricity supplier, and if they do not choose, they will be supplied by the universal supplier as a supplier of last resort. 
Electricity prices in North Macedonia are lower than in the wider region. The average electricity prices in North Macedonia 
are lower compared to the average price in the region. The cost of energy is higher in North Macedonia while other costs 
that include various taxes, fees and levies are significantly lower than in the region. However, if electricity prices are 
normalised for purchasing power parity, the price in North Macedonia is close to regional level. Market integration within the 
region is expected to decrease the cost of energy in North Macedonia. This will lead to decreasing of the overall electricity 
price. 
Almost half of domestic electricity generation is due to hydropower. Water is one of the most cost-effective sources of energy 
and is the most significant renewable energy source in North Macedonia. The hydro power plants in the Republic of North 
Macedonia are accumulated and flowing, with an average annual output of 1200 GWh, and the total installed capacity is 
554 MW, i.e. 40% of the total capacity of AD ESM. 
Coal is the dominant electricity resource for electricity generation. Coal - lignite is a basic fuel in the power system in North 
Macedonia. Coal is also used in industry, heating, and for general consumption. Total coal reserves together with the 
potential of Pelagonija Basin are estimated at 2.5 billion tons which is approximately enough for 10-15 years for domestic 
usage. 
In order to protect the vulnerable consumers, it is envisaged to adopt Programme for Protection of Vulnerable Energy 
Consumers for 2020. The programme for vulnerable costumers is related to safe and secure supply of energy. Therefore, 
it needs to define categories of vulnerable costumers and associated measures, including financial supports and responsible 
institutions for realisation of the programme. This programme is prepared by the Ministry of Economy in cooperation with 
the Ministry of Labour and Social Policy.  

a. Planned activities for 2020 

- Activities connected with day ahead market coupling between IBEX (Bulgaria) and MEMO (North Macedonia). 

Following steps are planned: 

1. Communication to stakeholders 
2. Coordination with MRC OPSCOM 
3. Testing with MRC Simulation facility 
4. Coupling Go-live preparation 
5. Decision on the PX administration model (Serviced, own LTF, etc.) 
6. Observer status in MRC of the newly established company (PX) 
7. Full or partial CACM adoption in MK - NEMO designation process (NRA) 
8. MK to become a signatory of the global DAOA 
9. Removal of the "export tariffs" from the Bulgarian side 
10. Go-live date determination and dry run testing with real participant 
11. LTF (local trading solution) testing 
12. Market maker agreement with key player (s) 
13. Products definition and system(s) establishment 
14. Public presentation 
15. Training materials preparation and members' training organisation 

- Adoption of programme for protection of Vulnerable Energy Consumers 

b. Planned activities for 2021 
- Multi-regional merger of the electricity markets of the signatory countries of the Treaty establishing the Energy 

Community and the EU Member States 

- Technical assistance will be provided by the Energy Community to find compatible solution for multiregional 
coupling of North Macedonia NEMO and EU Member States, in accordance with the EU CACM Regulation. 

2. Results Indicators 

With functional organised day-ahead market, at least 5% of the total electricity consumption in isolated regime is expected 
to be traded.  

3. Expected impact on competitiveness  
This measure will enable liquid electricity market and creation of conditions for greater competition in the energy supply to 
consumers, as well as increase in number of companies that will participate on the open energy market. Further liberalisation 
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of the electricity market has effects on other economic sectors, especially those whose competitiveness depends on energy 
prices. The expectation is that more than 70 % of consumers will be on free electricity market. 

4. Estimated cost of the activities and the source of financing 

About EUR 1 million is envisaged for implementation of the activities related to the establishment of energy exchange is 
envisaged. In 2019 and 2020, EUR 960.000 will be spent on opening new working positions, installing new software that 
will be used to connect the national electricity market to neighbouring markets, procedure for appointing NEMO and for 
unexpected costs. Also, about EUR 100.000 will be used for the Programme for protection of vulnerable energy consumers 
for 2020. 

5. Expected impact on social outcomes, such as employment, poverty reduction, equality and gender 

Opening the electricity market positively affects employment, bearing in mind that opening of new companies directly affects 
creation of new job positions. The number of companies that own license for supply and license for electricity trade has 
increased by more than 10%, taking into account the novelties in accordance with the new Energy Law11. Gender equality 
will be respected in the process of implementing the measure. 

6. Environmental impact 

In 2016 in Paris, within  the Western Balkan Countries Summit (WB6), the Republic of North Macedonia signed the 
Sustainability Charter, for which the Energy Community Secretariat has prepared a detailed Plan for the implementation of 
measures related to: improving the governance for energy efficiency, implementing support measures that improve the 
sustainability of energy systems, measures to reduce the negative consequences of climate change and fostering 
transparency of sustainable energy markets. 
Coal will continue to be widely used in industry, heating and consumer industry in the future. Our country is energy 
dependent on its exploration, production and use. Environmental pollution in the use of lignite is its weak point, but setting 
strict environmental criteria and maximum care for the protection of the working and the environment are our priorities. In 
this regard, completion of the third phase of the REK Bitola (thermal plant) reconstruction will result in a reduction of SOx 
and dust emission in accordance with European directives and Macedonian legislation, improvement of ambient air around 
REK Bitola and the city of Bitola, as well as reduction on the noise of the plant. 

7. Potential risks 

Risk Probability(low 
or high) 

Mitigating actions 

Achieving liquidity in isolated mode High 

- according to the all prepared bylaws, energy trading 
conditions foresee compensation of maintenance costs for 
the electricity distribution and transmission system 
(losses) 
- Merge the markets day ahead between Bulgaria and 
North Macedonia 

Implementation of CACM Regulation as a 
precondition for quick connection to 
neighbouring organised electricity market 

High 

Currently, preparations are done to overcome this 
potential risk within the Energy Community Secretariat, 
with the participation of the PSC DAMI (Programme 
Steering Committee for Day-Ahead Market Integration) by 
the contracting parties and the PSC MRC (Programme 
Steering Committee for Multiregional Coupling) by 
countries included in the MRC. 

Harmonisation of the domestic legislation 
in the area of VAT. The risk is identified by 
the Energy Community Secretariat within 
the Study for all Western Balkan countries 
on the situation related to VAT 

High 
The recommendations of the Study are appropriately 
implemented in the domestic legal system for VAT 

Greater risk and pressure on AD ESM 
revenues and profitability given the 
current situation in Europe, where 
liberalisation and decarbonisation brings 
challenges for power utilities.  

High 
Increase the electricity production with small operational 
costs 

                                                           
11 Source: http://www.erc.org.mk/default.aspx 
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Measure 2: Promotion of renewable energy sources and improvement of energy efficiency 

1. Description of the measure 
This measure continues from last year, the details of the implementation are shown in Table 11. 
Greater use of renewable energy sources (RES) and energy efficiency improvement (EEI) is one of the main strategic goals 
in the energy sector. According to the RES Action Plan, the percentage share of RES in the final consumption in 2020 
should be 23.9% and in 2025 it should be 25%. According to SSO data, the share of RES in 2016 is 18%, and in 2017 it is 
19.6%12. This percentage should be achieved through the construction of new RES plants, as well as reinforced energy 
efficiency measures in accordance with the RES Strategy for 2020, as well as pursuant to the new Energy Development 
Strategy2040, which is in the final phase of preparation and is expected to be adopted by the end of 2019, after public 
consultation process takes place. A separate implementation Programme shall be developed for Energy Development 
Strategy covering the period for the next 5 years.  
The total installed capacity of producers from RES:13 

 Producers from RES (types of power plants) 2017 (in MW) 2018 (in MW) 

1 hydro power plants (large + small) 584,6 586,6 

2 wind power plant 36,8 36,8 

3 biogas plants 6,9 6,9 

4 photovoltaic power plants 17,1 18,5 
 Total: 645,5 648,9 

Pursuant to the Sustainability Charter signed at the Western Balkans Summit (WB6), the Republic of North Macedonia has 
committed itself to introduce market-oriented support mechanisms for promoting RES (auctions and premiums). 
Secondary legislation is already adopted, which refers to the more specific implementation of the provisions of the Energy 
Law for the generation of electricity from renewable energy sources.  
In 2020, with technical assistance, an analysis will be prepared for the possibilities of introduction of guarantees of origin 
for electricity produced from renewable energy sources, as well from highly efficient combined energy plants. This will enable 
the suppliers and/or traders who sell electricity to consumers to prove the share or amount of electricity from renewable 
sources in the energy it sells with guarantees of origin. 
According to the Third Energy Efficiency Action Plan the estimated consumption of primary energy is expected to be 3,014 
ktoe in 2020, while the estimated consumption of primary energy is 2,093 ktoe. This means that the country will keep the 
primary and final energy consumption in line with the consumption of the countries of the Energy Community, with primary 
energy savings in 2020 estimated at 256 ktoe per annum and the final energy savings in 2020 are estimated to be 226.27 
ktoe14.The three-year Forth Energy Efficiency Action Plan is currently under preparation, it is expected to be adopted until 
the end of 2019. It will determine how to set the targets for 2021 year. 
It is also necessary to adopt the Energy Efficiency Law and accompanying bylaws. The Law is expected to be adopted until 
the end on 2019.  
According to the Law, the Government shall adopt decree to determine how the savings targets in the final electricity 
consumption will be met, whether only with binding scheme where the obligation will be fulfilled by the electricity distribution 
companies and/or electricity suppliers or with binding scheme in combination of alternative measures. It is necessary to 
create favourable conditions (economic, technical and legal) for effectuation of energy services agreements in order for 
energy serving companies (ESCO) to be able to guarantee for the achieved savings by applying energy efficiency measures. 
After adoption of the Energy Efficiency Law, the Decree regulating the energy service contracts will be adopted, which will 
fully open the market for the ESCO companies, especially for the public buildings sector.  
The main reform according to Energy Efficiency Law provisions, is that Large Traders (in the industry and other relevant 
sectors) shall be obliged to perform energy audits every 4 years, or to employ certified energy auditors, in order to be 
achieved energy savings by the largest energy consumers. There will be no obligation for SME’s, though they may perform 
energy audit.  

                                                           
12http://makstat.stat.gov.mk/PXWeb/pxweb/mk/MakStat/MakStat__Energija__EnergetIndikatori/425_Ene_Mk_17UOIBfp_ml.px/?rxid=46ee0f64-2992-4b45-a2d9-

cb4e5f7ec5ef 
13Annual Report of the Energy and Water Services Regulatory Commission of the Republic of North Macedonia for 2018  
14 http://www.economy.gov.mk/doc/2110 
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The establishment and operation of the Energy Efficiency Fund is important in order to accelerate implementation of energy 
efficiency programmes, measures, and investments. The Energy Efficiency Fund will be regulated by separate law. Public 
Sector Energy Efficiency Project is currently under implementation including EUR 25 million loan to reduce energy 
consumption in the public sector and support the establishment and operationalisation of a sustainable financing mechanism 
for the public sector. Currently an IPA2 Grant scheme for implementation of pilot measures for climate change and energy 
efficiency is under preparation, through which EUR 4 million will be provided from EU IPA funds. 
North Macedonia as a Contracting party of the Energy Community is required to develop in 2020 an integrated National 
Energy and Climate Plans (NECPs). 
The NECPs should cover the period from 2021 to 2030, laying down the pathway to achieve the agreed 2030 targets, build 
upon what each Contracting Party should deliver in relation to their policies for 2020 (as a baseline), and include a 
perspective until 2050 in order to ensure consistency with long-term relevant policy objectives at EU, UNFCCC and Energy 
Community level. The NECPs may be built upon Contracting Parties' existing national energy and climate policy strategies 
and should take a holistic approach and address the five main dimensions of the Energy Union in an integrated way. 

a. Activities planned in 2020 

- Adoption of Programme for implementation of the Energy Development Strategy 
- Adoption of the Integrated National Energy and Climate Plans 
- Analysis of the possibilities for introduction of guarantees of origin for electricity produced from renewable energy 

sources, as well from highly efficient combined energy plants 
- Adoption of the bylaws arising from the Energy Efficiency Law (Decree for establishing a binding energy efficiency 

scheme, Decree regulating the energy service contracts, MVP Rulebook, Rulebook regulating the methodology for 
determining the level of energy efficiency in the conduct of public procurement procedures, Rulebook on Energy 
Audit of Large Traders, Rulebook on high efficiency cogeneration plants)  

- Annual plan for reconstruction of at least 1% of the total useful floor area of buildings published in a list of buildings 
that do not meet the minimum energy performance requirements owned and used by public sector entities at the 
state level 

- Conducting procedure for authorisation of large traders energy auditors and issuing licence for companies 
performing energy audits  

- Comprehensive assessment of the potential for applying highly efficient combined energy generation and efficient 
central heating and air conditioning systems 

- Preparation of typology of buildings needed for adoption of the Strategy for reconstruction of buildings by 2030 
- Adoption of Law on Establishing Energy Efficiency Fund 
b. Activities planned in 2021 

- Adoption of Strategy for reconstruction of buildings by 2030 
- Establishment of Energy Efficiency Fund 

2. Result Indicators 

The percentage share of RES in final consumption should be 23.9% by 2020. The primary energy savings in 2020 are 
estimated at 256 ktoe annually, and the final energy savings in 2020 are estimated at 226.27 ktoe, whereby the cost of 1 
Kw/h of energy savings is estimated at EUR 0.23, taking into account that the life cycle of individual energy efficiency 
measures is estimated to be 10 years. Based on the data from the Third Energy Efficiency Action Plan, it is estimated that 
the internal rate of return for all implemented energy efficiency measures for final consumption in all sectors, with the 
exception of the transport sector, is 22%. It differs significantly among sectors: 

- Residential sector: 10% 
- Public and commercial sector: 9% 
- Industrial sector: 182%. 

3. Expected impact on competitiveness 

The implementation of the measure will ensure: diversification of the supply, increased competition of the energy markets, 
increased resilience to energy price hikes, increased utilisation of renewable energy sources which lead to lowering the 
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prices of RES, increase of the domestic energy production, security and continuity in the energy supply of households and 
companies.  

4. Estimated cost of the activities and the source of financing 

For this measure EUR 29.018.500are planned from the budget as well from grants and loans, which will be used for salaries 
for new working positions, and for a Public Sector Energy Efficiency Project. 

5. Expected impact on social outcomes, such as employment, poverty reduction, equality and gender 

Creation of temporary and permanent jobs in the production and distribution of equipment is expected, as well as in other 
services such as design, installation, operation and maintenance. In the construction sector, construction workers and highly 
qualified personnel will be engaged. Additionally, in the operation and maintenance of the plants, additional staff will be 
required. In the industrial sector, highly qualified staff with appropriate professional qualifications (auditors and ESCO 
companies) will also be recruited, who will be continuously engaged in the monitoring of consumption and proposing of new 
measures for achieving savings. Gender equality will be respected in the process of implementing the measure. 

6. Environmental impact 

Increased use of renewable energy sources and the maximisation of energy savings is much needed as it directly impacts 
emission reductions and protects the public health, the environment and mitigation of climate change from the harmful 
effects arising from the performance of energy activities. 

7. Potential risks 

Risk 
Probability 

(low or 
high) 

Mitigating actions 

Delaying the establishment of the 
Energy Efficiency Fund 

High 

The appropriate recommendations from the Analysis on the 
manner of establishment of the Energy Efficiency Fund should 
be incorporated into the new Law on Establishment of the EE 
Fund. Also, it is necessary to develop procedures for the 
manner of operation of the Fund and approval of the projects 
that implement measures for EE. 

 

Measure 3: Implementation of an Intelligent Transport System (ITS) along Corridor 10 

1. Description of the measure 
The measure envisages implementation of ITS with several devices such as WIM (weight in motion) on A1 Motorway, part 
of Corridor X, section Tabanovce - Gevgelija in the length of 175 km, Road Weather Information Systems (RWIS), which 
are a road weather stations built to collect data on weather conditions and air pollution, including systems for monitoring 
GHG (SLCP) emissions.15The most part of M1 North-South section Tabanovce - Gevgelija is built as a highway A1 and is 
equipped with basic traffic signalization and equipment. The ITS will provide for variety of traffic data and the number and 
type of vehicles that move along corridor X, as well as meteorological data along the route throughout the year which can 
be used for statistical and analytical purposes. The introduction of an ITS is closely linked to approximation with the 
directives from the EU transport acquis. It will enable road connectivity to EU standards and contribute to facilitate trade 
and transport. By development of ITS along road Corridor X, one of the strategic objectives stated in the National Transport 
Strategy of the Republic of Macedonia will be fulfilled i.e. maintaining a high level of safety and traffic flow in all conditions.  
In relation to the regional approach, the expected project economic impact is reduction in travel time to the border crossing 
points. It is in line with the Multiannual Action Plan (MAP) which provides a structured agenda for furthering regional 
economic integration, focusing on regional circulation of goods, services and capital, mobility of skilled workforce, a dynamic 
investment space, and digital integration. This measure is part of regional project “Reduce trade costs and increase transport 
efficiency in the Western Balkan 6”, Component 2: Enhancing transport efficiency and predictability. It includes Albania, 
North Macedonia and Serbia. The measure is closely linked to Measure 12 Trade facilitation. 

a. Activities planned in 2020 
- provision of funds for implementation and approval of the Program, 

                                                           
15http://documents.worldbank.org/curated/en/919401555624976466/pdf/Western-Balkans-Trade-and-Transport-Facilitation-Project.pdf 
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- Start the process for selection of the contractor for construction and selection of supervision of construction. 
Signing contracts and start of construction activities. The length of the contract for construction is 12 months 
and for supervision is 18 months. It is expected that by the end of 2020 the installation will start. 

b. Activities planned in 2021 

- The length of the contract for construction is 12 months and for supervision is 18 months. It is expected that 
during this period the installation will be ongoing. 

c. Activities planned in 2022 

- Continuation of construction activities. Finishing activities procedure for hand over certificate and continuation 
of the Defect notice period. 

2. Results Indicators 

  2018 2021 

Indicator 
Number of 

accidents/Minutes 
Percentage 
decreased 

Number of 
accidents/Minutes 

Percentage 
decreased 

Reduced number of traffic 
accidents expressed in% along 
Corridor 10  

 6716 0% 56  16.6%17 

Reduce travel time  in% along 
Corridor 1018 

103 0% 85.5 17%19 

An EU report summarizing evaluation results for ITS projects implemented in Europe between 1994 and 1998 finds that a 
dynamic signal control can reduce travel times by 17 percent, increasing to 20 percent when the dynamic signal control 
strategies are integrated with information and guidance20. An US study indicates that one DMS (Dynamic Message Signs) 
is likely to reduce 100*(1-EXP (-0.181)) = 16.6% of crashes per year, when other factors in the model are controlled.21 

The benefits of the ITS improvements will begin after 1 year once the systems are installed and the life cycle of the ITS 
equipment is 10 years (installation in 2020, benefits from 2021 to 2031).The average number of trucks on corridor with an 
annual growth equal to projected GDP growth.22 

In North Macedonia, it is considered that ITS will reduce the travel times by 17 percent based on the above mentioned EU 
report and crashes by 16.6 percent based on the above mentioned US study. 

3. Expected impact on competitiveness  

The use of information and communication technologies in the field of transport, related to infrastructure, vehicles or users 
is fast becoming one of the most important areas in the EU to deliver improvements in network capacity, traveller mobility 
and therefore enhance economic productivity. In the Western Balkans, ITS could support improvements in congestion 
management, incident detection and recovery, advice on diversion and rerouting, real time travel information and better 
journey time estimate. Harmonization or interoperability of systems is also essential for seamless and safe cross border 
transport movements. 
The Intelligent Transportation and Traffic Management System will provide significant improvement in the performance of 
the current traffic flow through reduced delays due to timely reporting and traffic redirection. The greatest impact is expected 
to be an increase in safety and in saving travel time. Total travel time will be reduced as a result of coordination of the timely 
information system for road users along Corridor X. Because of the early alerting for possible delays by the system, the time 
savings by excluding the delays will allow the users to decrease their travel costs and therefore Corridor X will be more 
competitive for usage, especially for international transport. Companies carrying out transport activities will have lower costs 
and shorter transportation time. 

                                                           
16According to the data for 2017 provided by PESR 
17Using the assumptions in the above mentioned US study 
18 In a usual traffic excluding the waiting time on the border crossings 
19Using the assumptions in the above mentioned EU report 
20CODE, 2000, “Network and Traffic Management: Final Area Report” for the “Telematics Applications for transport within the Fourth Framework 

Programme”. Available on: 
http://collections.internetmemory.org/haeu/20161215121151/http://cordis.europa.eu/pub/telematics/docs/tap_transport/netrama.pdf, accessed Feb 15, 
2018. 

21 Oh J. et al. (2015), Michigan Department of Transportation, “Costs and Benefits of MDOT Intelligent Transportation System Deployments”. 
22 Based on data from SEETO, EU and National Customs, counts from 2015, updated via linear regression for 2018. 
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4. Estimated costs for activities and the source of financing 

After the revision of the project the financial construction is finished. The funds are planned to be provided through WBTTF 
project loan. (Due to the sensitive period (Publication of the tender for ITS project) this data will not be available for public 
usage) 

5. Expected impact on social outcomes, such as employment, poverty reduction, equality and gender 
equality 

The implementation of this system will have a direct short-term impact on companies that work with this type of equipment 
by increasing their number of employees. Within the regional project that this measure is part of, a gender survey is planned 
to be undertaken that will shed light on some of the gaps that exist around barriers that women traders face in undertaking 
trade across the WBs at the firm level. The results will be used for potential interventions to help women headed 
businesses.23 

6. Expected impact on environment 

ITS will have low to moderate, mainly site-specific environmental impacts. In the deployment phase, impacts will mainly 
relate to traffic safety issues during the modifications, including for the deployment of ITS systems. None of the impacts is 
expected to be large-scale or irreversible. In addition to introducing early warning systems to monitor and address climate 
related risks on the road network, the weather stations that will be installed within Intelligent Transport System (ITS) will 
collect data and monitor GHG emissions from road transport (specifically Short-Lived Climate Pollutants(SLCP) emissions 
connected with air pollution). This data is scarce for all regional participants, which increases their value for further research 
related to air quality management and climate action. The information that will be collected through GHG (SLCP) emissions 
monitoring systems will help linking specific climate change and development priorities (e.g. mitigation, adaptation and 
improving air quality) and be a valuable support to governments of the WB6 in developing regulatory and policy reforms 
and institutional strengthening for pursuing low-emissions development. 

7. Potential risks 

Risk 
Probability 

(low of high) 
Mitigating actions 

Prolongation of the activities for 
completion of the project 

Medium Regular monitoring of the implementation of the activities 

Delay in adoption of appropriate legislation 
and by-laws for this type of systems 

Medium 
Using EU technical assistance (TAIEX) in better and 
efficient legislation approximation 

 

5.3.2 Agriculture, industry and services 

5.3.2.1 Agriculture sector development 
Agriculture plays an important role in the Macedonian society, with wide regional differences. 
According to the State Statistical Office (SSO) data, the agriculture, forestry and fishery sector participates in the gross 
domestic product with 9.2% in 2016 and 7.9% in 2017. Its share in the total gross value added (GVA) was 9.4% in 2017. In 
the total gross value (GVA) in agriculture sector in Republic of North Macedonia, the biggest contribution has the South-
eastern region with 29.7%, then The Pelagoniјa Region with 22.1 %, and the smallest contribution has the North-eastern 
and Southwestern region with 4.2%. The biggest contribution into value of the crop production in Republic of North 
Macedonia has the South-eastern region with 35.9%, and into value of livestock production, the biggest contribution comes 
from the Pelagoniјa Region with 19.9 % (SSO). 

The gross value added (GVA) in 2017 declined for 12.8% compared to 2016. Production of agricultural ‘’business branch’’ 
for 2017 has reduced for 9.5 % compared to 2016. The value of agriculture production in 2017 contributes with nearly 90% 
into the total production value in agricultural ‘’business branch”. At the same time, its share in employment was 16.2% in 
2017, and in the business entities 15.7%, registering a modest decline over the past years. 
Job creation is a priority in North Macedonia, and further modernisation and development of the agri-food sector can 
generate jobs and economic growth. Rural areas in North Macedonia face many structural and socio-economic challenges. 

                                                           
23http://documents.worldbank.org/curated/en/919401555624976466/pdf/Western-Balkans-Trade-and-Transport-Facilitation-Project.pdf 
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According the criteria defined in the List of Rural areas and rural communities (Official Gazette of Republic of North 
Macedonia no.89/11) the total rural area covers 88.7% of the territory of the Republic of North Macedonia (including 62 
municipalities) where population is 985.000 citizens or 47.5 % from total population. 

Mostly, the rural economy is presented by small enterprises (including the micro enterprises) which focus their economic 
activity on local/regional markets. Almost all enterprises from primary agriculture production, are mostly located in the rural 
regions. The food industry (except for meat products and slaughterhouses) is in the rural areas because of the closeness 
to the raw materials from the agriculture. According to the Strategy for micro and small enterprises of North Macedonia, the 
main challenges for development of micro and small enterprises are: inconvenient business environment including the 
challenges from consistency of the legal framework, insufficient access to business development services, restricted access 
to finance, insufficient business culture, low productivity, low level of innovation etc. Additionally, taking into consideration 
the big disparity in regional development and development of urban instead of rural communities, the lack of basic 
infrastructure as part of the business environment, impacts the development of business activities in rural areas. 
Primary agricultural production remains caught in a low-productivity-low-income trap. Crop production in the period until 
2018 is characterised by decreasing of the cereal areas and increasing the areas under tomatoes and the number of the 
native apple trees and penny vines is increasing. In 2018 the number of sheep decreased, and the number of cattle 
increased. The number of pigs varies from year to year. The production of pork meat increased in 2018 (SSO).  
Most farmers are engaged in production for own use and small sales, are registered as unemployed and poorly engaged in 
the labour market. Unemployment among the working rural population is most prevalent in age group from 25-49 years. 
The number of agricultural holdings at the country level according to the latest Structural Survey of the State Statistical 
Office shows that the total number of agricultural holdings is 178,125, of which 99.8% (i.e. 177,845) are individual agricultural 
holdings and their number increased by 4.2% compared to 2013 (170,885). 
The average size of agricultural holdings in 2016 was 1.8 ha and 2.1 livestock units. Value added per worker in agriculture, 
as a measure of agricultural productivity, in 2016 was 19,127 and is 2/3 of the EU average of 29,425. 87.5% of the available 
land is used agricultural land (a 2pps increase compared to 2013), partly as a result of the decline in the total land area 
available to individual agricultural holdings with 15% of the total used agricultural land. 

The consolidation of agricultural land will be done through the exchange of parcels with or without changing their form to a 
complete change of borders of land plots to get larger land with proper shape, suitable for agricultural production. 
Additionally, they will revise the already granted state agricultural land with a categorisation according to the quality of which 
will depend on the size and duration of the concession. 
This process is expected to contribute to improved productivity, increased physical volume and quality of agricultural 
products, and improved competitiveness of agricultural production on both domestic and foreign markets. 
The trade deficit in 2018 increased by 10.3% compared to 2017. The increase in the trade deficit in the agri-food industry 
reflects the weak competitiveness of the sector. The country is a net importer of agri-food products, though in certain 
categories such as exports of tobacco, wine, fruits, vegetables and lamb there are trade surpluses. 
 

Measure 4: Improving of irrigation systems 

1. Description of the measure 

This measure is rolled over from last year, the implementation details are presented in Table 11. 
The new capital investments in construction of dams and irrigation systems already started and will proceed in the next 
period. Overall objective of irrigation investments is increasing of irrigated areas in the country on the level of installed 
capacity (144.000 ha) and gradual widening of irrigation systems to fulfil the objective irrigated land to be a half of total 
cultivated land (around 250.000 ha). Those capital investments will have direct impact over increasing of irrigated crop 
yields and physical agricultural production.  
The activities are realised in accordance with the "Investment Plan for Water Management Master Infrastructure 2015-
2025", which encompasses the following types of infrastructure works:  

1. Rehabilitation and reconstruction of installed infrastructure for irrigation and drainage in order to achieve their 
sustainability and water conservation;  

2. Upgrading and expansion of the existing hydro-system in order to increase the irrigated area in the country; and 
3. Construction of new major facilities in the Macedonian hydro-system. 

Beside construction of dams, new irrigation systems construction will start: 
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- after finishing with construction of Dam Konsko,  
- with realisation of second stage of HS Lisiche – Veles, where dam is already constructed,  
- with realisation of second stage of HS Zletovica – Probishtip, where dam is already constructed,  
- current implementation of second stage of South Vardar project where irrigation system is currently in process of 

construction, 
- current realisation of irrigation system Raven – Rechica 
- current realisation of IPA small irrigation systems. 

New activities within the Irrigation Programme concerning the rehabilitation and extension of up to 4 irrigation schemes in 
the Vardar River Basin will start as of 2020. The purpose of the Programme is the sustainable increase of the agricultural 
output (production and productivity) in 4 selected irrigation schemes by improved availability and efficient use of water 
resources. The overall implementation of the programme is expected to be completed within 72 months (2021 – 2025). The 
estimated total cost according to the Programme appraisal is approximately EUR 110 million, of which EUR 80 million are 
provided through a loan, EUR 2.8 million through a grant and EUR 27.2 million through government contribution. Since the 
preparation and signing of agreements is ongoing, this activity will be included within the measure from the next ERP (2021-
2023). 

The institutional setup of irrigation and drainage sector consists of central management through Stock Sharing Company 
“Water economy of North Macedonia“- state owned, with 14 branches all over the country. In addition, farmers can organise 
through agricultural cooperatives responsible for irrigation management on farm level.  

Activities 2020 2021 2022 

Construction of dam Konsko 
Continuing construction 
works 

Continuing construction 
works 

Finishing of construction 
works 

Construction of dam 
Rechani 

Continuing construction 
works 

Continuing construction 
works 

Continuing construction 
works 

Construction of irrigation 
system Raven – Rechica 

Continuing construction 
works 

Continuing construction 
works 

Finishing of construction 
works 

Construction of dam on 
Slupchanska river 

Starting procedure for 
providing construction 
license 

Starting construction works 
Continuing construction 
works 

Second and third phase on 
HS Zletovica 

Finishing negotiations with 
EIB for financing of project 
and starting with tender 
preparation  

Starting construction works 
Continuing construction 
works 

Second phase of South 
Vardar irrigation system 

Continuing construction 
works 

Continuing construction 
works 

Finishing of construction 
works 

IPA small irrigation systems 

Finishing construction of 3 
irrigation systems started 
in 2019.Finishing with 
technical documentation 
preparation for other 5 
irrigation systems 

Starting and finishing 
construction of 3 new 
irrigation systems. Starting 
construction of 2 new 
systems. 

Finishing construction of 2 
irrigation systems.  

Main contractor of this measure is Ministry of agriculture, forestry and water economy (MAWFE) – Water Management 
Department.  
Procedures for issuing water rights for using of irrigation water are under competency of Ministry of environment and physical 
planning according to Water Law. Ministry of environment and physical planning is acting separately for each individual 
application concerning procedures described in Water Law.   

2. Results indicators 

Implementation of the measure will increase the share of irrigated agricultural land in relation to arable land from the current 
4% to approximately 6%,or increase the irrigated area by 50% compared to 2014 (from 20,575 to 34,925 ha). This will be 
accomplished with implementation of this measure and construction of three new dams and nine new irrigation systems. 
Thereby, output indicators of the measure are: 

- Constructed three (3) dams – Konsko, Rechani and Slupchanska; and 

- Constructed nine (9) new irrigation systems 
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- New agricultural land of 14,350 ha covered with irrigation systems and possible for irrigation. 

Indicator 
Baseline  

(2018) 
 

Intermediate 
target (2023) 

Target  
(2025) 

Constructed three (3) dams - 1 2 

Constructed nine (9) irrigation system - 6 9 

New 14,350 ha agricultural land possible for irrigation - 13,125 ha 14,350 ha 

3. Expected impact on competitiveness 

Contribution to the improvement of the living conditions/livelihood of the agricultural population in the projects area, and 
sustainable increase of the agricultural output (production and productivity) in new irrigation schemes by improved 
availability and efficient use of water resources. The income of agricultural households is expected to increase 3-5 years 
after the completion of the measure activities. 
Additionally, the measure will enable production of electricity through construction of hydropower plants on new dams that 
will be constructed. 
Access to regular irrigation for farmers is expected to contribute for sustainability of the agricultural economy, as well as 
increased yields, which will also contribute to increasing the competitiveness of agricultural farms –increased crop yields 
with irrigation versus no irrigation (corn 2320/6700kg/ha, cereals 2530/4500kg/ha, grapes 7000/30000kg/ha, alfa-alfa 
3000/16000kg/ha etc.). 
Efficient irrigation allows farmers to grow crops with higher economic value (at the moment most of the locations have crops 
like wheat since they don’t have water to raise other crops). 
Additionally, the measure will enable production of electricity through construction of hydropower plants. 

4. Estimated cost of the activities and the source of financing 

The total cost of the measure for the period 2020-2022 is around EUR 156.7 million, from which EUR 91.5 million central 
budget, EUR 3 million IPA funds, EUR 4.3 million grants and EUR 57.9million project loans. 

Activities/ EUR million 
Spent until 

October 
2019 

2020 2021 2022 

Construction of dam Konsko 
Base year: 2017 

14.0 12.2 14.4 0 

Construction of dam Rechani 
Base year: 2018 

0.8 9.8 7.2 13.7 

Construction of irrigation system Raven – Rechica 
Base year: 2018 

2.6 8.0 4.1 0 

Construction of dam on Slupchanska river 
Base year: 2019 

0.4 0.0 3.0 6.0 

Second and third phase on HS Zletovica 
Base year: 2020 

0.0 7.2 9.6 37.5 

Second phase of South Vardar irrigation system 
Base year: 2018 

4.0 6.8 9.2 0 

IPA small irrigation systems – preparation of technical 
documentation 
Base year: 2018 

3.3 3.0 3.0 1.5 

Note 1: The purpose of column “Spent until October 2019” in the Table under section 4 is to have clear picture about total value of each 
activity: money spent from the beginning of activity (base year) plus money planned for next years should give total value of each activity. 
Note 2: There are differences in estimated cost of the activities and the budgetary impact for this planning period (2020-2022) comparing 
to previous planning period (2019-2021) because of the following objective reasons: 

- Estimated costs planned for next year are not always same with those actually approved with the Budget 
- Long process of obtaining the necessary permits and construction approvals can be reason for delay of realisation of activities 

and payments. 
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Note 3: Three activities from this measure should be finished in 2022. After finishing with construction of dam Konsko, HS Raven – 
Rechica and HS South Vardar, operation and maintenance activities will continue. “Water economy of North Macedonia“ will be the 
institution in charge, and in some cases farmer organisations (Agricultural cooperatives responsible for irrigation). 

5. Expected impact on social outcomes, such as employment, poverty education, equality and gender  

The construction of hydro systems will have a direct short-term impact on employment, by engaging construction workers. 
There is currently no estimate for these jobs. Additionally, in the medium and long term, positive impact on employment is 
expected as a result of increased competitiveness of the agricultural sector. The gender equality will be respected in the 
process of implementation of the measure. 

6. Expected impact on the environment 

Environmental impact assessment studies or elaborates are done for each of the capital projects. 

7. Potential risks 

Risk Probability 
(low or high) 

Mitigating actions 

Long process of obtaining the necessary 
permits and construction approvals 

High Increased level of institutions cooperation 

Long process of land expropriation High 
Increasing capacity of State Attorney's Office in 
proceeding requests for expropriation to the 
Ministry of Finance - Property Legal Office 

 

Measure 5: Consolidation and defragmentation of agricultural land 

1.  Description of the measure  

This measure is rolled over from last year, the implementation details are presented in Table 11. 
The ongoing land consolidation activities are taking place within the IPA 2015 project "Implementing the National Land 
Consolidation Programme". In total 23 potential land consolidation projects have been identified, based on a nationwide 
feasibility study and an assessment of the interest of landowners and other impact factors in micro locations across the 
country. 
During the implementation of two pilot projects for consolidation in certain regions of the country in the period 2014-2016, a 
number of obstacles and inconsistencies in the existing legislation were found that prevent the implementation of 
consolidation of agricultural land in the procedures for allocation and exchange of land. For these reasons, amendments to 
the Law on Consolidation of Agricultural Land and new by laws were adopted in 2018 and the process of second amendment 
is planned for last quarter of 2019.  
The expected effects of this process are the reduction of fragmentation of land parcels, their clustering, improved form of 
parcels for the application of modern techniques and production technologies, increased average size and providing access 
to new or rehabilitated agricultural infrastructure.  
The activities are realised in accordance with the National Strategy for Consolidation of Agricultural Land 2012-2020. 

a. Activities planned in 2020 
- Continuation with strengthening of the capacities of the MAFWE, especially the regional units and the Sector for 

Consolidation of Agricultural Land, exchange and identification of land parcels; 
- Continuing the training of service providers for the preparation of re-allotment and infrastructure plans; 
- Finalisation of new 4 re-allotment plans; 
- Finalisation of 4 infrastructure plans; 
- Finalisation of 4 analyses of the environmental impacts in the areas where consolidation of agricultural land is 

carried out; 
- Utilisation of the land consolidation measure (sub-measure 124) from the National Programme for Agriculture and 

Rural Development. 

Note: As the discussion for project extension between the Beneficiary Institution, the Implementing Organisation and the Donor are 
ongoing, the activities planned for 2020 according to the current project document might be subject to amendment. 

b. Activities planned in 2021 
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- Implementation of land consolidation activities within the IPA 2019 project "Implementation of the National Land 
consolidation programme" (4 consolidation projects). 

c. Activities planned in 2022 
- Implementation of land consolidation activities within the IPA 2019 project "Implementation of the National Land 

Consolidation Programme" (4 consolidation projects). 

The base year for the measure is 2016.  

2. Results Indicators 

Increased consolidated agricultural land areas. 

Baseline indicators: Number of agricultural holdings (192.000 in 2010); Average agricultural land size per agricultural holding 
(1.47 ha in 2010); Agricultural holdings covering areas up to 1 ha (63% in 2007); Agricultural holdings covering areas of 3 
or more ha (11% in 2007). 

3.  Expected impact on competitiveness 

Improving the structure of agricultural holdings by consolidation of land parcels that are larger and better shaped should 
facilitate the adoption of new agricultural technologies that will lead to an efficient agricultural sector. Benefits of land 
consolidation in EU countries include increasing farmers' gross income and reducing working time in this area.  

4. Estimated cost of the activities and the source of financing 

The total costs for implementation of the National Land Consolidation Programme are provided from IPA II and FAO in the 
total amount of EUR 2.561.189 for the entire period of implementation, out of which EUR 1.001.189 in 2018, EUR 900.000 
in 2019 and EUR 660.000 in 2020. While total of EUR 250.000was allocated under the land consolidation measure in the 
National Programme for Support of Agriculture and Rural Development for 2019. The budgetary implications for land 
consolidation for the national budget financed through the National Programme for Support of Agriculture and Rural 
Development will be subject of further planning for 2020 and 2021 respectively. 
Note: Under IPA 2019 (EU Donation) it is estimated that in total EUR 1.000.000 will be allocated, with annual costs of EUR 500.000 for 
2021 and 2022. 

5. Expected impact on social outcomes, such as employment, poverty reduction, equality and gender  

The results of various surveys of land consolidation projects show that many communities that have experienced land 
consolidation show an increase in the number of jobs created. 
The new legal framework supporting the implementation of agricultural land consolidation procedures, especially 
emphasizes the gender issue, by providing mechanisms for inclusion of spouses in the decision making processes by 
guaranteeing their rights as rightful unregistered joint owners of agricultural land acquired during the marital union. 

6. Expected impact on the environment 

The process of land consolidation, as regulated in the national legal framework, is principally done in order to improve and 
modernise agriculture production and improve national and rural economic benefits of agriculture. As such, it is regulated 
and implemented while addressing relevant environmental procedures and considerations. Namely, the land consolidation 
process is in accordance with spatial and physical planning, and includes legal and technical measures to ensure 
environmental impact assessment and mitigation measures in the stage of specific types of rural infrastructure development. 
In addition, the objectives of the land consolidation stipulated in the legal framework envisage objectives directly connected 
to the environmental protection such as consolidation for the purpose of expansion of environmentally protected areas and 
afforestation.  
Furthermore, land consolidation itself has significant impact as both a mitigation and adaptation climate measure, and further 
addresses other key environmental indicators relevant for the protection and management of natural resources in an 
environmentally sustainable manner. More explicitly, through the application of land consolidations, travelled distances 
between agriculture parcels are greatly reduced, and the effectiveness of agricultural process such as soil management, 
fertilisation and crop protection is drastically increased. This has a direct impact in the reduction of CO2 emissions in the 
agricultural sector, whereby lesser input of machinery (fossil fuels) achieves the same or greater agricultural outputs (crops 
produced) on the same area of land. Additionally, land consolidation improves the natural landscape, and protects land from 
soil erosion by creating improved land structure and ameliorative and irrigation infrastructure.  

7.  Potential risks 
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Long process of implementation of consolidation procedures and institutional and organisational readiness of the state 
institutions and other relevant institutions to accept and support the required procedures for implementation of agricultural 
land consolidation. The risk of a lack of trust based on bad experience in the past will be addressed by a transparently 
driven land consolidation process with the enrolment of all participants in the consolidation area. Committing to the 
landowners consent for land consolidation output would further assist to overcome the recognised risk. The land 
consolidation approach that will be deployed is based on the best EU countries practices in implementation of land 
consolidation. Furthermore, the risks and continuous mitigation actions for the process of mainstreaming of the 
implementation of the National Land Consolidation Programme are presented in the table below.  

Risk Probability 
(low or high) 

Mitigating actions 

The land consolidation department 
is understaffed 

Medium Extensive communication, advocacy, policy dialogue 

Issues related to land registration 
obstruct the LC process 

Medium 

Proper project selection, integration of specific procedures and 
involvement of legal expertise 
Ensure proper coordination and cooperation between MAFWE 
and the Agency for Real Estate Cadastre 

Negative image of land 
consolidation due to past 
experiences 

Medium 
Extensive communication, combining project design with other 
measures, participative / open planning processes, using good 
examples from pilots (e.g. from ongoing FAO project) 

Non-compliance of various policy 
instruments 

Medium 
Proper coordination between different agencies, communication 
and awareness raising activities focused on policymakers, 
enhanced policy dialogue 

 

Measure 6: Agricultural cooperatives 

1. Description of the measure 

This measure is rolled over from last year, the implementation details are presented in Table 11.  

Activities for supporting association of farmers in agriculture cooperatives are part of the measure "Economic association 
of agricultural holdings for joint agricultural activities" within the "Programme for financial support of the rural development 
“and on-going implementation of the EU project “Support to agricultural cooperatives in the Republic of North Macedonia”. 
Support from national budget is disbursed in two ways, 100% refund for costs for management and 90% co-financed amount 
for purchase of mechanisation. 

The establishment of agricultural cooperatives is envisaged in the National Strategy for Agriculture and Rural Development 
2014-2020, aimed at improvement of the structure in the agriculture sector, improvement of the market position of farmers, 
increase of their negotiation power in relation to wholesale buyers, as well as getting lower prices for raw materials, 
machinery and investment assets. 

In the Registry of agriculture cooperatives there are 54 registered so far, of which 7 are large size cooperatives and the 
other 47 are small size cooperatives, with a total capacity of 1,530 ha agriculture land, 6.000 bee families, 900 cattle, 500 
goats and 12.000 sheep. The total number of agriculture holdings joined in cooperatives around 560. The procedure for 
registration in the Ministry for Agriculture, Forestry and Water Economy (MAFWE) is very simple and takes no more than 5 
working days. 

a. Activities planned in 2020 

Some of the planned activities for 2019 under ERP 2019-2021 have not started with Implementation, so they are shifted to 
2020, hence the activities planned for 2020-2021 are shifted to 2021-2022 respectively. 

Activity Description 

1.Providing continued financial support for 
cooperatives (continues from the previous 
period) 
 

-Assistance for establishing and functioning of agricultural cooperatives 
-Investments for application of mutual production practices for 
reconciliation of the quality standards of agricultural products or 
production of agricultural products with higher quality and 
-Organising the informative and promotional activities for agricultural 
products. 
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2.Revising the legal framework for agricultural 
cooperatives in the way that cooperative 
principles are better fulfilled 

-Law on cooperatives; 
-Law on agriculture and rural development; 
-Law on Water economy; 
-Law on Agricultural Activity and 
-Law on Employment and Unemployment Insurance. 

3.Developed monitoring system for agricultural 
cooperatives functioning and effectiveness of 
national support measures 

-Monitoring and evaluation of the economic activities of the agricultural 
cooperatives 
-Assessment of the use of national support measures 
-Better exchange of information between the MAFWE and the agricultural 
cooperatives 

4.Encouraging the process of market-oriented 
association of farmers in cooperatives 

-Optimisation of production costs and joint procurement or production 
materials 

5.Support for investments in processing, 
finalisation and marketing of agricultural products 

-Introducing mutual operations for storing and marketing of agricultural 
product or final processing, finalisation and distribution of agricultural 
products and 
-Introduction and mutual application of higher quality standards for 
agricultural products. 

 
b. Activities planned in 2021 

Activity Description 

1.Providing continued financial support for 
cooperatives (continues from the previous 
period); 

-Assistance for establishing and functioning of agricultural cooperatives; 
- Support for insurance premiums 
- Investments for purchasing of agricultural machinery 
-Investments for application of mutual production practices for 
reconciliation of the quality standards of agricultural products or 
production of agricultural products with higher quality and 
-Organising the informative and promotional activities for agricultural 
products. 

2.Support for acquisition of Protected labels of 
quality of the agriculture and processed products 

-Training and education of human resource potential and members of the 
agricultural cooperative on the benefits offered by acquisition of Protected 
labels of quality of the agriculture and processed products 

3.Support for investments in processing, 
finalisation and marketing of agricultural 
products(continues from the previous period) 

-Introducing mutual operations for storing and marketing of agricultural 
product or final processing, finalisation and distribution of agricultural 
products and 
-Introduction and mutual application of higher quality standards for 
agricultural products.  

 
c. Activities planned in 2022 

Activity Description 

1.Providing continued financial support for 
cooperatives (continues from the previous period) 

-Assistance for establishing and functioning of agricultural cooperatives  
-Investments for application of mutual production practices for 
reconciliation of the quality standards of agricultural products or 
production of agricultural products with higher quality and 
-Organising the informative and promotional activities for agricultural 
products. 

2.Support to modernisation and innovative 
management with agriculture cooperatives 

-Introduction and utilisation of modern technological achievements and 
promoting innovative practices for modernisation of agricultural 
cooperatives 

3.Support for investments in processing, 
finalisation and marketing of agricultural 
products(continues from the previous period) 

-Introducing mutual operations for storing and marketing of agricultural 
product or final processing, finalisation and distribution of agricultural 
products and 
-Introduction and mutual application of higher quality standards for 
agricultural products. 

2. Results indicators 

Indicator 2020 2021 2022 
Number of agriculture cooperatives at the end of each year 64 74 84 
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% of contribution of cooperatives to the formation of the value of 
agricultural production-gross agricultural output 

5 10 15 

% of young farmers (age below 40) members of agriculture 
cooperatives 

23 25 27 

% of women associated to agriculture cooperatives 19 20 21 

3. Expected impact on competitiveness 

Establishment of agricultural cooperatives is an opportunity for development of farms by promoting economic partnership 
that through joint production, sale and marketing of their products, will strengthen their market role, increase competitiveness 
and efficiency, increase individual income of the farmer, and moreover will provide for qualitative production, assured sale 
and higher profits. As a result, the objective of horizontal integration of the entities involved in the sector of food production 
basically is oriented towards agricultural cooperatives as the most suitable way for improvement of supply chain of 
agricultural products. Investments in marketing and certification of the products are crucial for cooperatives development in 
the forthcoming period. 

Agricultural cooperatives constitute one of the pillars for modernisation of the market and preparation of the country for the 
development of the EU model of Producer Organisations and should receive strong attention. 

Modernisation of food distribution can also offer a good opportunity to organise producers, as modern customers require 
consistent quality and quantity of supplies that organisations of farmers can provide more easily than individual farmers. 
Therefore, strong co-operatives are needed to achieve this objective. 

4. Estimated costs of the activities and the source of financing  

The total cost of the implementation is EUR 6.360.000, out of which in 2020: EUR 2.440.000, 2021: EUR2.860.000 and 
2022: EUR1.060.000. Detailed distribution of the funds is presented in Table 10b. 

5. Expected impact on social outcomes, such as employment, poverty reduction, equality and gender 

Development of agricultural cooperatives will additionally contribute to the community by increasing and retaining jobs in 
agriculture and processing industry. The gender equality will be respected in the process of implementation of the measure. 
Additional points are dedicated in the selection procedure for financial support for agriculture cooperatives with female 
members.  

The agricultural Cooperatives help in the creation of employment opportunities. Firstly, cooperatives offer self-employment 
to their members, whose participation in the economic activities makes it possible for them to be guaranteed a decent 
income. Secondly, cooperatives indirectly employ other people through the spill over effect of cooperatives’ activities to non-
members, who generate income through transactions and opportunities created by cooperatives. 

At this moment, 54 persons are employed as managers of the existing cooperatives. It is expected that this number will be 
doubled with the employment of staff for machinery operation if we take into account new investments in modernisation of 
agriculture production. Also new cooperatives will emerge so the number of the employees will be even higher. 

6. Expected impact on environment 

Agricultural cooperatives are considered as potential organisational vehicles for sustainable development due to their 
multiple objectives and diverse roles. A lot is expected from agricultural cooperatives since they depend mainly on natural 
resource-based activities where sustainability issues are central concerns.  

Management of natural resources in a sustainable way is a guarantee for ensuring a long-term development of agriculture 
and of the rural areas. Therefore, the adoption of environmental approach in agricultural practice by agricultural 
cooperatives, with conservation and enhancement of natural resources in rural areas, will become one of the priorities of 
the agricultural cooperatives. 

The agricultural cooperatives will be a model of sustainable agriculture that cares for the protection of the environment and 
biodiversity. In the upcoming period, agricultural cooperatives will have to implement the concept of “green” agriculture as 
a logical and natural way of carrying out their agricultural activities. In the adoption and implementation of the agro ecological 
approach in agricultural activity, the agricultural cooperatives will be supported by the state agricultural policies through the 
measures of the agricultural policies. 

Protection and improvement of the physical, chemical and biological soil conditions, reduction of environmental problems 
relating to agricultural activities’ impact on water quality, and the efficient use of water in agriculture through the requirements 
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for cross-compliance should gradually become habitual, widely accepted minimum conditions for the practice of agricultural 
production. 

The support in agricultural cooperatives to the production based on extensive cultivation methods that have no negative 
impact to nature and produce healthy food for the population will continue in the upcoming period with accent in organic 
production, with the purpose to increase the domestic consumption and provide an essentially long-term sustainability of 
this production and concept in agricultural cooperatives.  

Efficient waste management, and energy production and use from renewable resources and improvement of energy 
efficiency should improve both the incomes generated by agricultural cooperatives and the environmental protection. 

7. Potential risks 

Risk 
Probability 

(low or 
high) 

Mitigating actions 

The limited capacity of cooperatives 
prevents modernisation of production 
practices of members and transfer of 
new technologies into production 

High 
Enabling priority to agricultural cooperatives in granting state 
agricultural land. Additional points should be given to agricultural 
cooperatives in the procedure for granting state agricultural land. 

The status of individual agricultural 
producer vs. members of cooperatives 
in terms of tax policy (VAT and PIT) 

High 

Assess tax policy regarding individual agricultural producer vs. 
members of cooperatives to provide equal treatment. Members of 
cooperatives are in unfavourable position because they pay more 
taxes than individual agricultural producers as result they are 
demotivated to join. 

 

5.3.2.2 Industry sector development 
The industrial sector is an important foundation of the economy that is closely connected to economic growth, investment, 
export, employment, research and development, productivity, value added etc.  

One of the key features of domestic market is its size, it is relatively small and does not provide enough opportunities for 
growth of the economy. Thus, the main economic challenge is strengthening the competitiveness of the domestic 
companies', enhancing innovation, export diversification and expansion to external markets. According to SSO data for 
2017, only 5% of companies are exporters (3 493companies, this number in EU is above 13%). The structure of exports 
was dominated by enterprises exporting to EU. The share of large enterprises in the value of exports on the EU market was 
78.4%. More than 50.0% of the external trade value was concentrated in the top 10 enterprises on the export side, while on 
the import side a similar share was realised by the top 50 enterprises24. Foreign investments from the free economic zones 
participate with almost half of the export value.  

Statistical reports show that Research and Development (R&D) expenditure as a proportion of GDP remains low, 0.36% of 
the GDP in 2017, while EU 2020 target for GERD is 3% of GDP. 

The level of cooperation between universities and industrial sector is very low. Less than 10% of companies have some 
form of regular cooperation with the universities, except for IT and automotive industry where the cooperation is on a higher 
level25. 

The Industrial Policy evaluation confirms the above mentioned and points to key problems for growth of the economy, more 
specifically the problems the industry is facing with: 

- low productivity and low productivity growth rates, 
- low modernisation of the production process and obsolete technologies used by the production process 

(introduction of new technologies and innovation), 
- insufficient development of clusters and value chains,  
- lack of cooperation between the scientific and educational institutions and industry, as well as between the 

domestic companies and FDIs, 

                                                           
24http://www.stat.gov.mk/pdf/2019/7.1.19.08_mk.pdf 
25WB Systematic country diagnosis, 2018 p. 27 



24 

- export concentration and very large dependency on 7 export products (67% of the export), as well as high share 
of basic and low technology products,  

- weak compliance of the educational programmes with labour market needs resulting in lack of adequately trained 
work force. 

The new Industrial Strategy for the period 2018-2027, adopted by the Government in November 2018, integrates measures 
for creating industry based on green, innovative, circular and smart growth. The foreseen 38 measures are divided in five 
strategic goals aimed at reinforcing the manufacturing foundation, raising productivity, innovation and technology transfer, 
catalysing green industry and green manufacturing, stimulating manufacturing export and building a learning manufacturing 
sector. 

 

5.3.2.3 Services sector development 
Tourism and hospitality. North Macedonia has good tourism potential, but it lacks an adequate approach towards planning 
and management of tourism development in the country. The total contribution of travel and tourism to the country’s GDP, 
employment, and total capital investment in 2017 was fair (6.6%, 6.1%, and 2.4%, respectively) in comparison with other 
countries in the region. Leisure travel spending (inbound and domestic) generated 66.8% of direct Travel&Tourism GDP in 
2017 compared with 33.2% for business travel spending. Domestic travel spending generated 44.2% of direct 
Travel&Tourism GDP in 2017 compared with 55.8% for visitor exports (i.e. foreign visitor spending or international tourism 
receipts) (WTTC26). 
The number of tourists increased by 16.6% in 2017 compared to 2016, the number of domestic tourists increased by 6.3%, 
while that of foreign tourists increased by 23.5%. The number of nights spent increased by 12.8% in the same period, out 
of which the number of nights spent by domestic tourists increased by 5.2%, while those by foreign tourists increased by 
22.8% (SSO). Capital city Skopje and UNESCO-protected Ohrid and ski resorts such as Mavrovo and Popova Šapka remain 
the key tourist attractions in the country, complemented by rural, alternative and cultural heritage tourism.  
The country needs comprehensive approach and streamlined action in the sector Tourism where several actions are 
implemented over the past year and will continue in the following one. Increasing the tourism and hospitality capacities as 
well as improving their quality and efficiency are challenges that are expected to be overcome by a new Tourism Strategy. 
Moreover, all the analyses show that tourism sector faces problems when it comes to clear and targeted promotions, 
capacities to absorb the incoming tourist and needs of better destination management approach. 
 

Measure7: Increasing competitiveness in the tourism and hospitality sector 

1. Description of measure 

This measure continues from last year, and details of implementation are presented in Table 11. 

The measure is aimed at providing support and capacity building for improving the environment and skills along with 
targeted infrastructure investments, supporting tourism activities and promoting destinations, and will also help to better 
connect with related industries and SMEs. The support is realised at several potential tourist destinations in the 
country through a combination of infrastructure investments, technical assistance and capacity building support. 

This measure is implemented through 1) Programme for local and regional competitiveness and 2) Programme for 
increasing employment opportunities in the market. 

a. Activities planned in 2020 

Implementation of activities planned for 2019 are prolonged to 2020. 
- Further implementation of a set of activities related to establishing a destination management process and 

implementation of the concept of organisations that will play a role in destination management. 
- Implementation of large infrastructure and small investment sub-grants under the grant scheme 
- Strengthening the capacity to implement the activities of key government institutions, as well as the private sector 

and civil society organisations, in order to play an active role in tourism development 
- Improved access to international markets, improved destination management and improved tourism services. 

                                                           
26 https://www.wttc.org/-/media/files/reports/economic-impact-research/countries-2018/macedonia2018.pdf 



25 

b. Activities planned in 2021 

Activities for financing infrastructure projects was expected to be completed in 2019. However, the implementation of works 
was slowed down which is the reason the deadline for completion of the activities related to capital investments in the 
tourism sector has been revised to take place by the end of 2020. The investments are mainly in the tourist infrastructure 
as an upgrade of the general infrastructure in several geographical areas throughout the country. 

Simultaneously, the actions to improve the quality of tourist facilities and tourist services by starting the second phase of 
the project to increase opportunities for employment market will last until 2023 

c. Activities planned in 2022 

Further implement the activities of the Programme for increasing the employment opportunities in the market with emphasis 
on adventure tourism. 

2. Results Indicators 

Indicator 2020 2021 2022 

Number of tourists 
Annual growth 

of 3 % 
More than 1. 250.000 tourists per 

year 
More than 1.500.000 tourists per 

year 
Number of nights 
spent 

Annual growth 
of 2 % 

More than 3.000,000 nights spent per 
year 

More than 3.100,000 nights spent 
per year 

3. Expected impact on competitiveness 

Total investments in the tourism sector that intervene to improve the performance of both the public and private sectors are 
expected to progress the service both on the public and on the business side, both from a market perspective and in terms 
of end users - tourists. Improved service to the stakeholders will also mean increased competitiveness of the sector. 

The positive effects are particularly evident in specific sub-industries where for few years already investments have been 
made in improving services. Past investments in specific subindustry (alternative tourism) yielded initial positive results and 
highlighted the individual geographical regions in the country to become desirable destinations for this specific segment of 
the tourism sector equally for domestic and for foreign tourists. Hence, additional work on capacity development and 
investment in alternative tourism infrastructure is expected to have a positive effect on the entities and the market in the 
future. It is not expected, given the specificity of this subsidiary industry, to disrupt regular market trends, but rather to 
anticipate upward trends in local economic growth at a general level and to improve productivity, service quality, links and 
innovation at the level of business entities and other stakeholders (security, guides, etc.).  

4. Estimated cost of the activities and the source of financing 

The total funds for implementation of the measure in the next three years amount to EUR 14.1 million, of 
which EUR 13 million by 2020. 

5. Expected impact on social outcomes, such as employment, poverty reduction, equality and gender  

New jobs will be created along the entire value chain in the tourism industry, especially for young people and women. It is 
also expected that the activities will result in spill over effects on other industries and sectors in their further growth and 
development (education, trade, transport, etc.). 

Given that gender inequality is particularly prevalent in rural areas, this measure could have a positive impact on women's 
activity rates. 

6. Expected impact on environment 

The Project contains an Environmental Management Framework (EMF) that describes procedures to be followed during its 
implementation in order to ensure adequate addressing of the environmental and resettlement issues as may become 
necessary in the course of project implementation. 

7. Potential risks 

Risk 
Probability 

(low or 
high) 

Mitigating actions 
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Risks related to the management of the 
measure and change in the level, as well as 
the sustainability of the support of the 
implementing agency and of the public 
entities that are beneficiaries of the measure 

High 

Strong communication with institutions, the private sector, 
civil society and other relevant stakeholders in order to 
maintain a broad platform for reform support that will help 
overcome the risk of inadequate management of activities 

Low level of stakeholder cooperation and 
limited capacity to implement the measure 

High 
Capacity building of public sector agencies and substantial 
technical assistance for agency coordination and public-
private dialogue 

Potential risks of inappropriately used funds 
 

High 
Immediate monitoring of available and spent funds and 
liaising with relevant decision makers in order to avoid 
bottlenecks in the implementation of activities 

5.3.3 Business environment and reduction of the informal economy 
 
For a business environment that will enable more dynamic growth, it is necessary to pay attention to the following: 

- Inefficient and unreliable public services diminish trust in government institutions and, crucially, encourage informality. 
When services are efficient, less time is spent on basic bureaucratic tasks and can be dedicated to more productive 
uses. Services which are not easily accessible or inefficient give greater licence to non-compliance and can facilitate 
the growth of the informal sector. 

- Despite the low tax burden, companies complain about the so-called para-fiscal charges, especially micro and small 
enterprises indicate that these payments do not consider the size of the firm. Often there are overlaps on the same 
charges at central and local level, and an additional problem is the fact that for some of the charges there is no clear 
purpose why they are used and what do they finance. 

- Opaque interpretation of business regulations, notably by local administrations, uneven enforcement of rules and 
contracts, as well as corruption and the large informal economy hamper private sector development27.  

- Existing informal economy creates an unlevelled playfield with formal businesses that comply with the taxes, 
contributions, and regulations. In fact, approximately 30% of companies indicate the informal sector as their primary 
constraint to growth28. 

Public services. Most of the government institutions on central and local level have developed systems that offer e-services 
for the users. However, all the systems have general functionalities such as identification of users and payment that are 
common, but are implemented and maintained in different manner. This is far from cost-efficient, as its costs are budgeted 
by every institution separately, but the total price on national level is paid by the taxpayers. Additionally, different and non-
uniformed interfaces, forms and submission processes for businesses demand dedicated authorised person(s) with specific 
trainings in order to electronically communicate with respective institutions. 
According to the findings outlined in the SIGMA reports for 201529, 2016 and 2017, the country lacks a modern public 
services portal, offering platform and space for e-services from any institution. 

Government’s commitment to reduce the administrative burden to the users (citizens and businesses) is impeded by lack 
of structured data regarding requested documents and proofs in order to deliver a service, as well as para-fiscal charges, 
for all services. The institutions in charge of delivering the services maintain this data in silos with different structures, thus 
making comparison and analysis is difficult. Moreover, in the process of digital transition from traditional to electronic 
services, the para-fiscal charges remain unchanged.  
Contract enforcement. The country is among best 20 in the world for doing business according to the latest WB Doing 
Business 2020 Report, ranking 17 out of 190 countries. Among different indicators it ranks best for protecting of minority 
investors, getting construction permit, paying taxes. Nevertheless, challenges remain in enforcing contracts, in particular 
the number of days that have significantly increased over the years. Resolving insolvency and offering second chances to 
entrepreneurs remains a challenge for companies in North Macedonia according to the key stakeholders and experts. The 
new National Strategy for small and medium-size enterprises 2018–20239 has identified these challenges and in the first 
pillar of the strategy the government has committed to simplifying the legal and regulatory environment with a focus on 
bankruptcy proceedings. 

                                                           
27 European Commission Progress Report of the Republic of Macedonia 2016 
28World bank Policy notes 2017 
29http://www.sigmaweb.org/publications/public-governance-monitoring-reports.htm 
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Fair competition. The informal economy is estimated by SSO at around 17% of total output. The share of informally employed 
in the total number of employees in 2018 is 18.6% and it is decreased by 4 pps compared to 2014. Approximately half of 
informally employed are in the agriculture sector, and according to their economic status, approximately half are unpaid 
family workers. Informal employees with elementary occupations are most dominant. The most common reason for working 
in the informal economy is the lack of regular jobs, the seasonal nature of work, the economic benefits, etc. Regarding the 
participation of informally employed, in the total number of employees, by gender, men have a rate of 20.7%, and women 
15.3%. 
 

Measure 8: Harmonisation of the Public Procurement Legal framework with the Acquis 

1. Description of the measure 

This measure is rolled over from 2019, the implementation details are presented in Table 11. 

The measure aims to harmonise the PPL with directives 2014/24/EU, 2014/25/ЕU and with the Remedies Directive 
2007/66/ЕC.  
The Law on Public Procurement was adopted by the Parliament on 28 January 2019. The law envisages, inter alia, 
introduction of an electronic market for small public procurements, electronic publication of public procurement plans, 
administrative control carried out by the Public Procurement Bureau, simplifying public procurement procedures etc. The 
publication of annual public procurement plans and their updates will lead to greater transparency of the overall process in 
the implementation of procedures for awarding public procurement contracts.  
The professionalization of civil servants working with public procurement will strengthened the capacities of the contracting 
authorities and economic operators in the implementation of the PPL, by systemic approach in organising trainings and 
certification of public procurement entities, especially for the novelties provided in the new PPL. 

a. Activities planned in 2020 

- Development of low-value procurements e-market place 

- Professionalization of civil servants working with public procurement. 
Responsible institution for implementing of activities is the Public Procurement Bureau.  

2. Results Indicators 

Indicator 2020 2021 2022 
Published annual procurement plans of the 
Contracting Authorities 

100% / / 

Development of low-value procurements e-
market place 

1 / / 

3. Expected impact on the competitiveness 

The new PPL harmonised with the directives makes it easier and cheaper for SMEs to bid for public contracts, ensures the 
best value for money for public purchases and respects the EU's principles of transparency and competition. It also allows 
for environmental and social considerations, as well as innovation aspects to be taken into account when awarding public 
contracts, so that public procurement encourages progress towards particular public policy objectives. The new rules take 
a more holistic view of value for money, thus not only raising the question of minimising cost, but looking at what else can 
be achieved through procurement.  
Creating conditions for fair competition among economic operators in a great manner provides benefits to contracting 
authorities, as obtaining competitive bids can result in savings and rational utilisation of public funds. The savings of public 
funds leave room for their allocation in other important fields. 

4. Estimated cost of the activities and the source of financing 

- Upgrade of the public procurement software according to the new PPL – EUR 100.000 planned for 2020 and additional 
EUR 400.000 for the development of low-value procurements e-market place. 
- Professionalization of civil servants working with public procurement: 30.000 EUR per year. 

5. Expected impact on social outcomes, such as employment, poverty reduction, equality and gender 
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Creating conditions for fair competition among economic operators in a great manner provides benefits to contracting 
authorities, as obtaining competitive bids can result in savings and rational utilisation of public funds. The savings of public 
funds leave room for their allocation in other important fields, thus creating additional opportunities for economic operators 
that may have positive impact on employment. The gender equality will be respected in the process of implementation of 
the measure. 

6. Potential impact on environment 

In line with the new legislation, the technical specifications of potential projects shall include information on environmental 
impact assessment as well as climate change. 

7. Potential risks 

Risk 
Potential 
impact Mitigating actions 

Delay with development of low-value 
procurements e-market place 

High 
Timely initiation of a public procurement procedure for the 
development of the low-value procurements e-market place 

 

Measure 9: Development of a National E-Services Portal 

1. Description of the measure 

This measure is rolled over from 2018, the implementation details are presented in Table 11. 
The measure envisages development of a dynamic e-services web portal (National e-services Portal), as a single contact 
point with state bodies according to the one-stop-shop principle and the use of standardised user interfaces. The goal of 
the National Portal is to increase the efficiency of state institutions and provide faster and simpler services by creating a 
single contact point for citizens and businesses and by background electronic data exchange between institutions. At the 
beginning, the portal will provide information for all services (based on the Catalogue of services) and e-services only for 
citizens, however, the very next steps would be to develop required functionalities to enable legal entities to be Portal users. 
This portal has been developed and the public launch is planned by the end of 2019. 

The e-services portal is closely connected with the current activities on interoperability, the National Population Register as 
well as establishing Halls for Single Point of Services. Additionally, the legal basis is harmonised with EU legislation30. 
One of the cornerstones in the portal’s toolbox is the Catalogue of Services, which is an independent and important software 
solution. The core of Catalogue of services is an electronic database of public services for both citizens and businesses, for 
services on central and local level. It contains all conditions, data and evidence necessary for the realisation of each public 
service, legal deadlines for the provision of service, distinction of data and documents that are obtained ex officio and those 
that citizens and legal entities will have to submit, legal remedies, the value of fees and taxes, etc. The software solution for 
managing the Catalogue has already been developed and data for more than 1300 services from over 190 laws have been 
entered. 
The Catalogue of Public Services will contribute for improving records and overview of public services provided by state 
institutions and unification of services. Its main goals are: opportunity for quantitative and qualitative analysis of services; 
prioritisation for digitalisation of the services; and most importantly for analysis of the para-fiscal charges aiming to make 
informed decisions for decreasing the finance burden for the citizens and businesses. 
As a follow up of this process of creation of the Portal and Catalogue of services will be the process of identification of so-
called tax cuts, parafiscal charges that as an additional fee in the form of license fees and the like at central and local level, 
are a big burden for companies, especially for SMEs. This analysis all-together with the one for parafiscal charges for SMEs 
in the countries of the region, will allow to determine the justification for the existence of specific parafiscal charges and to 
consider reducing or eliminating them altogether. It will be implemented by the Ministry of Economy till end of 2019. 

a. Activities planned in 2020 

- Qualitative and qualitative analysis of data in the Catalogue for administrative guillotine; 
- Analysis of the usage of the National e-services Portal; 

                                                           
30Relevant EU acquis (Regulation 910/2015 and its implementing acts, Directive 95/46 and Regulation 2016/679, and Directive 2003/98), as well as policy documents 
(EU eGovernment Action Plan 2016 – 2020, updated European Interoperability Framework, EU eGovernment Report 2016); Law on Electronic Management and its by-
laws, Law on Data in Electronic Form and Electronic Signature, Law on General Administrative Procedure etc. 
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- Training for public sector employees –portal operators; 
- Development of new electronic services; 
- Upgrade the portal with functionality for creation of legal persons’ profiles. 

The activities will be implemented by the MISA in cooperation with other institutions. 

2. Results Indicators 

Indicator 2019 2020 2021 
Number of users of the portal 2000 5.000 More than 8.000 
Number of e-services offered 50 75 More than 100 
Number of services in the Catalogue (entered, 
verified and approved) 

500 750 More than 1.000 

3. Expected impact on competitiveness  

The National e-services Portal is expected to reduce administrative and financial burden on citizens and businesses and 
increase the efficiency of businesses. Reducing the time and fees for obtaining the services entails a reduction in costs for 
businesses, leading to their increased competitiveness. This especially concerns SMEs, which will allow SMEs to complete 
administrative procedures with fewer personnel in shorter timeframe, compared to traditional channels for service delivery, 
thus increasing competitiveness not only with the big companies on national level, but regionally as well internationally.  

4. Estimated cost of the activities and the source of financing 

The cost is estimated at EUR 1.104.500. 

5. Expected impact on social outcomes, such as employment, poverty reduction, equality and gender 

By reducing the administrative burden on companies and increasing their competitiveness, they could expand their activities 
and increase employment. Electronic services are equally accessible to all citizens and businesses, regardless of location 
(urban and rural), gender and social background, degree and type of disability, etc. 

6.  Expected impact on the environment 

Paperless offices will have impact in all social spheres. Digital services can be consumed 24/7, from any interne connected 
point, which reduces the need for transport, thus indirectly impacting the pollution levels. 

7.  Potential risks 

Risk 
Probability 

(low or 
high) 

Mitigating actions 

Insufficient coordination and communication 
between the institutions that need to be involved 
with providing e-services on the portal. 

Medium 
Establishing working group with stakeholders, and 
continue maintaining the regular cooperation, through 
meetings, workshops and training. 

Commitment on the highest level in the 
institutions involved in portal development is not 
reflected in the commitment on operational level. 

Medium 
Regular communication and reporting to the National 
ICT council (ministerial level) for the progress and 
early warning notifications 

Required preconditions in the involved institutions 
are not met (human resources, system readiness, 
outsourcing contracts, etc.). 

Medium 
Preparation of working plans based on the analysis for 
realistic targets, involvements and deadlines. 

Insufficient capacities and skills for Para-fiscal 
changes analysis of the services in the Catalogue 

Low 
Regular communication with the Ministry of finance, as 
well as informing local partner donors and local NGOs 
experts in this field for possible cooperation. 
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Measure 10: Reducing the informal economy  

1. Description of measure 

Transition to formality requires an integrated strategy cutting across a range of policy areas which can bring informal workers 
and entrepreneurs into formal channels of protection and support while preserving existing dynamic potentials (integrated 
approach to informality)31.  
At the beginning of 2018, the first medium-term Strategy for Formalisation of the Informal Economy 2018–2022 was adopted. 
It aims to reduce the number of informally employed (both in informal and formal businesses, as well as within households), 
and to reduce the share of unregistered business entities and informal activities within the formal economy. Due to the 
complexity of the informal economy, the Strategy unites all relevant aspects of many sectoral policies, such as improving 
regulatory and business environment, enhancement of the institutions in the labour market, increasing the inspection of 
informal economy flows and raising the awareness of citizens and businesses about the importance of formalisation of 
informal activities. The Strategy aims to reach the following strategic goals: 

- Improving the process of measuring, monitoring and detection of the informal economy; 
- Better business environment for establishment, growth and development of companies;  
- Stimulating and supporting the formalisation of the informal economic activities; and 
- Strengthening the tax morale and lowering the tolerance towards the informal economy. 

For implementation of the strategy, the Action Plan for Formalisation of the Informal Economy 2018–2020 was adopted in 
August 2018. The Action Plan contains 29 measures divided in 4 areas according to the strategic goals. Every measure 
has a defined activity, implementation indicator, time frame, financial resources, institutions responsible for the 
implementation and the current situation. 
During the preparation of the strategy and the action plan, the relevant strategic and programming documents were taken 
into consideration in order to ensure their complementarity. Due to the complexity of the informal economy and the horizontal 
approach to its formalisation, numerous relevant institutions, social partners and non-governmental sector, as well as 
representatives of international organisations provided their support and participated in the preparation of the Action Plan. 
The Action Plan was reviewed by the Economic and Social Council in June 2018. 
MLSP has primary responsibility for monitoring the Strategy and the Action Plan; however, given the horizontal approach 
and character, other ministries, authorities and institutions are involved, too. The Government of North Macedonia examined 
and adopted the Report on implementation of the Action Plan in May 2019. 

The activities planned within the integrated strategy include developing improved information sharing, developing common 
data bases, as well as improving the inter-institutional cooperation, which will impact the reduction of the informal economy.  
What is planned to be done for that purpose in the next period is to establish a system and to strengthen the capacities for 
monitoring and detection of the informal economy.  In order to improve the efficiency of the labour inspection, identification 
cards will be developed as control tools for facilitating the inspection supervision in sectors with unregistered workers.  
Furthermore, in order to formalize sectors that pose a major challenge in terms of formalization (such as household 
services), a voucher system will be designed and institutional and legislative structure required for the introduction of such 
а system will be secured.  Moreover, a voucher system or an equivalent mechanism for formalization of informal activities 
is to be piloted in the service sector where there is higher probability of informality.  Additionally, a campaign that aims to 
raise awareness and to educate on the benefits of formalization is to be conducted. 

a. Activities planned in 2020 

Planned activity Institution in charge 

1. Analysis of the availability and quality of data on the 
informal economy and development of the methodology for 
measuring the informal economy 

Ministry Labour and Social Policy, State Statistical Office, 
State Labour Inspectorate, Public Revenue Office, State 
Market Inspectorate, Central Register of the Republic of 
North Macedonia, social partners 

2. Defining the size and characteristics of the informal 
economy 

Ministry Labour and Social Policy, Ministry of Economy, 
Ministry of Finance, State Labour Inspectorate, Public 
Revenue Office, State Market Inspection, social partners 

                                                           
31 Recommendation concerning the transition from the informal to the formal economy (Transition from the Informal to the Formal Economy Recommendation, 2015), the 
International Labour Conference (ILC) 
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3. Training in data crossing/combining, processing and 
analysing  

Ministry Labour and Social Policy, State Statistical Office, 
State Labour Inspectorate, Public Revenue Office, State 
Market Inspectorate, Central Register of the Republic of 
North Macedonia, social partners 

4. Defining a voucher system model and preparing a cost-
benefit analysis of the impact thereof 

Ministry Labour and Social Policy, Ministry of Economy, 
Ministry of Finance, State Labour Inspectorate, Public 
Revenue Office, State Market Inspectorate, social partners 

5. Establishing a system for data collection and exchange 
between institutions 

Ministry of Labour and Social Policy, State Labour 
Inspectorate, Public Revenue Office, State Market 
Inspectorate, social partners 

 

b. Activities planned in 2021 

Planned activity Institution in charge 
  
1. Establishing a legislative framework required for the 
introduction of identification cards, as well as training for 
their implementation 

Ministry of Labour and Social Policy, State Labour 
Inspectorate, social partners 

2. Developing a legal framework for a voucher system  
Ministry Labour and Social Policy, Ministry of Economy, 
Ministry of Finance, State Labour Inspectorate, Public 
Revenue Office, State Market Inspection, social partners 

3. Piloting and evaluating a voucher system 
Ministry Labour and Social Policy, State Labour Inspectorate, 
Public Revenue Office, State Market Inspection, social 
partners  

4. Conducting an awareness raising campaign 
Ministry Labour and Social Policy, Ministry of Economy, 
Ministry of Finance, State Labour Inspectorate, Public 
Revenue Office, State Market Inspection, social partners 

2. Results Indicators 

Indicator 2018 2020 2022 

Share of informal employees in the total number of 
employed persons 

18.6% 17.7% 16.5% 

3. Expected impact on competitiveness 

Decreasing of distort for fair competition among firms and stimulate the creation of regular employment can lead to fair 
competition, decreasing in employment insecurity and new possibilities for decent work.  

4. Estimated cost of the activities and the source of financing 

In EUR 2020 2021 2022 
Budgetary expenditures     
Non-budgetary financing – IPA funds 500.000 500.000 TBD 

5. Expected impact on social outcomes, such as employment, poverty reduction, equality and gender  

Efficient labour markets are negatively correlated with undeclared work, while they are positively linked to higher 
competitiveness of the overall economy. Decreasing of informal economy will lead to better quality of work and working 
conditions, better business environment and fair competition, and puts the financial sustainability of social protection 
systems at lower risk. At the same time, it should be noted that for some of the workers, informality is not a choice, but a 
necessity in which they are pushed by a lack of decent jobs. Impact will be balanced by gender. 

6. Expected impact on the environment 

The measure is not expected to have an impact on the environment.  The legal obligations and positive practices for 
improving the impact on the environment will be taken into account. 

7. Potential risks 
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Risk 
Probability 

(low or 
high) 

Mitigating actions 

Institutional stakeholders are 
not committed and 
consistent in their effort to 
fight informal economy. 

Low 
Involvement of all stakeholders in the design phase of the new measures. 
Their participation will also be ensured through awareness raising activities. 

Lack of public trust and 
confidence in the 
effectiveness of the 
administrative procedures 
and measures. 

Medium 

The risk will be addressed by ensuring good coordination among ministries 
and other relevant institutions and by creation of clear cross-sectoral rules 
for implementation of the policy measures for promotion of decent work. 
The implementation of the rules will be accompanied with targeted public 
campaign that will involve all institutional and non-institutional actors. 

 

5.3.4 Research, development and innovation and the digital economy 
Research, development and innovation. The Global Innovation Index (2019) ranks North Macedonia 36th among the 39 
economies in Europe in 2019, and 59th among the 129 economies featured in the GII 2019. North Macedonia performs the 
best in market sophistication while its weakest performance is in human capital & research. The “University/industry 
research collaboration” indicator is scored particularly low, as one of the weakest points in the ecosystem, placing the 
country 108th out of 129 countries. 

The latest European Innovation Scoreboard (2019) ranks the country as a “modest innovator”, over time performance has 
increased relative to that of the EU in 2011. Overall, North Macedonia’s lowest indicator scores comprise PCT patent 
applications, design applications, and public-private co-publications. 

The 2019 Country Progress Report, chapter 25: Science and research, notes that “Some progress was made in science 
and research activities and specifically, in innovation support measures for companies. In the coming year, the country 
should: ensure a higher level of investment in research and innovation and promote participation in the EU’s Horizon 2020 
research programme. 

One of the main reform measures implemented under the Innovation Strategy was the establishment of the Fund for 
Innovations and Technology Development (FITD) as a focal institution in the national innovation ecosystem. The main 
objectives of FITD are to provide access to finance and raise awareness on the benefits of RDI investment. So far, the Fund 
has piloted several financial instruments and supported over 300 projects in various industries. Majority of fund supported 
projects are still in implementation phase. Projects finances under first calls published 2015-2016 are finalized. All 36 
companies that have been supported are still active (out of which 30 start-ups), and 19 of them are already paying royalty. 

In order to assess the current state of play in the national innovation ecosystem three feasibility studies have been developed 
under a previously funded EUIF project “A Canvas for Innovation: a way forward to strengthening the national innovation 
ecosystem”. One of them, the “Feasibility Study for Design and Implementation of Innovation Policy Instruments” aimed to 
remove overlaps and bridge the identified gaps in the current innovation ecosystem. The main gap of support has been 
identified in the areas of public-private knowledge transfers and linkages supporting academia- industry cooperation for 
innovation. 

Digital economy. The new Law on Electronic documents, electronic identification and trust services has been adopted in 
June 2019 and shall enter into force by June 2020, repealing the current Law on data in electronic format and electronic 
signature. The new law is harmonised with the EU Regulation no. 910/2014 (eIDAS), and introduces a legal framework for 
electronic signatures, electronic seals, timestamps and other trust services, as well as introducing comprehensive 
mechanisms and services to increase the confidentiality in the electronic transactions, thus providing legal safety and 
encouraging the use of electronic identification. One of the expected outcomes of this harmonisation is enabling the 
registered trust service providers in the country that demonstrate that they meet relevant requirements for qualified trust 
service providers, to offer trust services on the global market, provided that an agreement is signed between the EU and 
the Government of NRM. The first steps have been taken on regional level. Namely, bilateral agreements for recognising 
qualified trust services have been signed with Serbia in Montenegro, in the second half of 2019, with the aim of cross-border 
provision of services and elimination of obstacles in electronic business. The agreements will come into force after the 
countries inform each other of fulfilment of all relevant national procedures, end of 2020 at the earliest. 



33 

Additionally, the Law on Electronic documents, electronic identification and trust services for the first time legally defines 
the term electronic document, as well as the transformation of electronic documents to paper documents while retaining 
legal validity and vice versa. This will enable adoption of electronic invoices on national level, enabling businesses to create 
additional value by linking invoice data to contracts, purchase orders, service entry sheets, and goods receipts for automated 
matching. 
Clarity of the rules and guidance on the law are of great importance in the commercial world. By establishing legal certainty 
and predictability in the usage of electronic identification, electronic signature and other trust services, we are clearing a 
path for their widespread adoption. Eliminating paper will provide compelling, easy way to make electronic transactions, 
positively impacting the SMEs. The private sector should gain significantly from e-signatures representing binding 
commitments and e-transactions having the same acceptance as paper-based transactions, which in effect should expedite 
the execution of the contracts. This will help businesses transition to a complete digital services environment, improving 
and reshaping the customer journey. By utilising e-signatures, the businesses will realise more efficient implementation of 
contracts and their associated transactions when their activities span the member states of the EU. 
In the process of digitalisation, special effort is directed towards digitalisation of G2G processes and improving the quality 
of public services, enabling citizens, enterprises and organisations to carry out their business with government more easily, 
more quickly and at lower cost. A part of improving the effectiveness of public administration, enhanced e-government will 
affect administrative transparency; decrease the risks for corruption, strengthen the credibility of the public administration 
and restore confidence in the state systems. The new Law on Electronic Management and electronic services (replacing 
the Law on Electronic Management), ensures a unified platform for data and document exchange for government 
institutions. This law regulates the work of the government authorities in relation to the exchange of data and documents in 
electronic format. This law presents the basis of the G2G communication in the country and is foundation for Interoperability 
platform, Central register, Single Sign On, National Portal for e-Services and all future government-owned information 
systems. Along these lines, the new Law on Central Population Register regulates the establishment of the population 
register using decentralised data model, and prescribes the methods for collecting, processing, protecting and disclosing 
the personal data in line with the rules on personal data protection. The population register enables the issuance of electronic 
identification means on national level, which are considered as one of key enablers for e-government services.  
As the Internet becomes more and more complex, digitally fuelled innovation has outpaced the ability to introduce adequate 
safeguards against cybercriminals. Unless policy and industry leaders take effective action, there is a real risk that this lack 
of safeguards could reduce the growth of the entire digital economy, hurting individuals, businesses and the economy as a 
whole. In this manner, the role of Governments in raising the awareness of cyber threats and strengthening the national 
cyber security capacities is imperative in order to motivate decision makers to increase spending on cyber security in 
response to escalating cyber threats.  
The Government has recognised that strengthening the national capacities for managing cyber threats and increasing the 
cybersecurity has become one of the key challenges. The National Cyber Security Strategy 2018-2022 addresses the 
challenges in cyberspace and fosters the development of safe, secure, reliable and resilient digital environment, supported 
by high-quality capacities, based on cooperation and trust in the field of cyber security. Developing a secure society and 
applying security practices and processes through collaboration among all relevant stakeholders will enable businesses to 
remain trustworthy and reliable for the clients, while simultaneously sustaining their profitability. Increasing the citizens’ trust 
in the digital services and electronic commerce will directly contribute towards the development of the digital economy and 
global recognition of the country as a safe investment and corporate environment. In this manner, the implementation of 
new ICT solutions and practices, as well as the global connectedness will support the economic growth, and also minimise 
negative externalities as a consequence of security incidents in the cyber space. 
Regarding cybersecurity legislation, MISA developed the first draft of the new Law on security of network and information 
systems (transposing EU NIS Directive). Broad public consultations on the text of this law are planned for the last quarter 
of 2019.Since digital infrastructure is also a key part of a modern economy, this law covers digital service providers, and 
explicitly refers to online marketplaces, online search engines and cloud computing services. 
Digital skills. In order to stimulate the development of digital skills in the formal education system, the country is actively 
involved in the “EU Code week” initiative, by promoting and encouraging engagement of educational institutions and 
lecturers. Due to the active support provided by the Ministry of Education and Science, as well as the Ministry of Information 
Society and Administration, more than 130 projects were conducted within the EU Code week in October 2018, whereas 
30 of these projects received financial support. A large number of projects within the EU code week continued as long-term 
projects, which will in turn fuel innovation, creativity and entrepreneurship at an early age. 
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In addition, all 10-14-year olds in the public school system are currently engaged with the regional “21st Century Schools 
Project” in order to build their digital skills and employment prospects. The programme will allow them to learn in a fun and 
innovative way by having access to free micro: bit pocket-sized, code-able computers in ICT classes and other subjects, 
helping them build their skills and confidence in computer literacy and coding. 
Developing a strong digital economy and society largely depends on the availability of both the digital services providers, 
as well as digital services users. In this manner, strategic objectives aimed at developing digital skills do not only account 
for developing digital skills in the educational system, but also for increasing the digital literacy among all citizens. In order 
to strengthen the digital skills of citizens on a national level, current initiatives include organising campaigns to inform and 
educate the citizens for the use of e-Services (National Portal for e-Services) and public awareness raising activities in the 
field of cyber security (National Cyber Security Strategy).In addition, an analysis of the ICT staff across all public institutions 
in North Macedonia is currently being conducted, focusing on the retention of ICT workforce and ICT skills demand. 
Broadband. A recent World Bank report (2018)32 identified the low purchasing power of the population as the main reason 
for low penetration of user’s access to fast and ultra-fast NGA networks. In addition, the report emphasises that high retail 
prices (in relation to average income) and high wholesale prices are a major obstacle for the development of broadband 
penetration in the country, as well as limited competition and investments in this field.  
In 2018, for the need of developing a National Operational Broadband Plan, mapping process of the existing and planned 
broadband coverage for the whole territory of the Republic of North Macedonia has been conducted. The results 
demonstrated that the access to fast NGA network coverage for households (78%) is close to the EU average (80%), 
whereas access to ultra-fast NGA network coverage in North Macedonia (43.8%) is significantly lower compared to the EU 
average (58%). Taking into account operators' future investment plans, the percentages of households with access to fast 
and ultra-fast NGA networks are expected to grow within the next 3 years with expected rise in 6.94% for fast NGA networks 
and 25.67% rise for ultra-fast NGA networks. Thus, further efforts are concentrated on assessing future public investments 
in areas where no commercial interest exists (white areas).  
The objective of the National Operational Broadband Plan 2019-2023 is to address these issues, thus providing specific 
measures and activities to improve the national broadband outlook, along with the development of 5G mobile technology. 
Among other elements, the Plan envisions the establishment of a National Broadband Competency Office, which will secure 
that all citizens will have equal access to broadband, enabling them to utilise the digital entrepreneurship opportunities. 
 

Measure 11: Enhancing cooperation between the academy and the industry 

1. Description of the measure 

(1) Science and Technology Park (STP)  

The STP is envisaged as a complex organisation that offers in one place professional business support and innovation 
services designed to increase the extent of innovation, as well as networking possibilities on national level. The 
establishment of the first STP in the country will be based on the findings of the feasibility study with an overall objective to 
strengthen the cooperation among academia, industry and government. The STP will potentially incorporate a National 
Technology Transfer Office. 

The conducted Feasibility Study proposes ICT and Life Sciences as an area of specialisation of the STP. The technical 
faculty campus at UKIM is identified as most viable location for the STP. Additional project however should identify the 
specifications of the digital and the life sciences labs. Balanced public-private ownership and management structure is the 
most preferred model, with allocation of public funding for the initial phase of establishment. 

- Development of bylaws for establishment of the STP (2020) 
- Staffing and strengthening the human capacities of the STP (2020 onwards) 
- Further development of the premises / hard infrastructure (2020 onwards) 

(2) Co-financed grants for academia-industry cooperation 

The grants’ objective is to pilot cooperative projects the academy and the industry. The measure would provide support to 
R&D activities in higher educational institutions and research centres with results applicable in the industry and compliant 
to business needs. A project proposal has been submitted under the EUIF mechanism to acquire technical assistance with 

                                                           
32 World Bank, 2018. “Seizing a Brighter Future for All”: World Bank Systematic Country Diagnostic for 

Macedonia.http://pubdocs.worldbank.org/en/606381543434479145/MKD-SCD-2018-ENG-Web.pdf 
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EU expertise to design the co-financed grants. The experts should propose the most appropriate model for the ecosystem 
and develop the specifics of the pilot funding instrument. 

- Development of the relevant bylaws (2020) 
- Announcement of the public call (2020) 
- Implementing calls under the support instruments (2020 onwards). 

 
2. Results Indicators 

 2020 2021 2022 
Number of active contracts for business & academia innovation cooperation  15 25 50 
No. of supported research projects 10 15 20 

3. Expected impact on competitiveness 

The above proposed measure and its future roll out will introduce mechanisms to encourage RDI investments, innovation 
activity, business academia cooperation and commercialisation of innovation. The facilitated access to finance, as well as 
soft and hard infrastructure will increase the research activities in HEIs applicable in industry i.e. will enhance transfer of 
knowledge and technology transfer contributing to the competiveness and export potential of the companies. The results of 
this measure will be closely monitored to offer a more clear view on economic growth and competitiveness impact. 

4. Estimated cost of the activities and the source of financing 

 2020 2021 2022 
Science and Technology Park 1.000.000 / / 
Co-financed grants for academia-industry cooperation 500.000 1.500.000 2.000.000 

5. Expected impact on social outcomes, such as employment, poverty reduction, equality and gender 

RDI investment leads to establishment of new businesses and growth of the existing business, generating new jobs 
especially for young people and for highly skilled workforce. The enhanced access to finance and investment in innovation 
infrastructure will encourage women entrepreneurship. Gender equality will be mainstreamed in the implementation of the 
activities and gender specific indicators will be included in the monitoring. 

6. Expected impact on environment 

Environmental assessment shall be embedded in the procedures for awarding grants. Projects with high environmental 
impact will not be financed. Projects with medium environmental impact will require environmental management plan which 
will be monitored during implementation. The evaluation criteria shall include environmental impact. 
The development of the STP premises will abide to all national legal requirements on environment protection, regarding 
construction works.  

7. Potential risks 

Risk 
Probability 

(low or high) 
Mitigating actions 

Lack of interinstitutional 
cooperation and participatory 
stakeholder involvement 

Low 

Establish consultation and cooperation mechanisms to increase 
effectiveness in the delivery of the results. 
Establishing M&E plan and risk mitigation plan and conducting 
regular meetings of the Monitoring Body 

Capacity of FITD for implementing 
new measures 

Medium 
Further strengthening of the human resources in FITD: the new 
Systematisation Act is in preparation and foresees 50 positions in 
total. 

Low capacity for research projects 
in the academia 

Low 
Continue and extend the free technical assistance to applicants. 
Development and implementation of a Communication Action Plan 
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4.3.5 Trade-related reforms 
The largest trade partner of North Macedonia is EU, while the trade is of less volume with the countries in the region. The 
82% of the exporting in the period 1-7.2019 is with EU and 11%in export with CEFTA countries33. In import 63.4% is with 
EU and 8.9 with CEFTA in the same period. Evidence for the small and negligible impact to trade is the total export growth 
of 14.5% and the growth of imports of 12% in the past 7 months of this year. 
Trade liberalisation and facilitation measures, as part of multilateral trade agreements, enable access to bigger markets and 
global value chains and provide opportunity to companies to increase their competitiveness. There is a joint initiative in 
Western Balkans to accelerate regional economic cooperation and develop activities in Multiannual Action Plan for Regional 
Economic Area, based on CEFTA and EU rules and principles. It will progressively allow an increased free movement of 
goods, services, investment and skilled workers, in full coherence with each country’s path. 
Along the transport Pan-European Corridor 10, extending from North to South across the country (from the border with 
Serbia to the border with Greece), most of the goods are transported by road transport. Thus, in the total freight transport 
for the period up until 2017, the share of road freight transport is over 91.7%, while the railway is less than 8.2%34.This leads 
to increased delays at road border crossings and slowdown in the flow of goods, due to the double border crossing controls 
and long-time of controls. Hence, there is a need to increase the share of rail transport. In order to encourage greater 
utilisation of rail transport through Corridor 10, it is necessary to reduce the waiting time at the railway border crossings by 
introducing the "one-stop-shop" system for shortening the border crossing procedures. 
The trade policy of the region, in accordance with the CEFTA Agreement, provides for a significant level of openness in the 
commodity market and the possibility of wider liberalisation of trade in services. The economies in the region have made 
progress in creating policies that facilitate trade, but they still face non-tariff barriers and restrictions on trade in services. 
Regarding non-tariff barriers, improvement is needed in several categories, such as technical standards, sanitary and 
phytosanitary measures and administrative obstacles. In order to strengthen and improve the quality of risk analysis to avoid 
repetition of sampling and testing, as well as to establish regional standards for mutual recognition of programmes, 
documents and inspection certificates, to facilitate trade in goods, CEFTA countries undertake activities for the application 
of regional protocols that will be an integral part of the CEFTA Agreement. 

The text for Additional Protocol 6 is defined and agreed by the CEFTA parties in the beginning of 2019, pending for adoption 
on the CEFTA Joint Committee. The Government of Republic of North Macedonia adopted the text of Additional Protocol 6 
for trade in services. The negotiations for Dispute settlement mechanism are about to start soon; the transparency is 
increased with regular updating of statistical portal with the data for trade in goods, services, FDI etc. The negotiations under 
the auspices of RCC for mutual recognition for professional qualifications for doctors, dentists, engineers and architects had 
held few sessions for negotiations. No common position was agreed. The implementation of the CEFTA Joint Committee 
decision 3/2015 regarding Annex 4 of the Central European Free Trade Agreement (CEFTA 2006), Protocol Concerning 
the Definition of the Concept of “Originating Products” and Methods of Administrative Cooperation referred to in Article 14, 
paragraph 1 and 3 started from 1st July 2019. 
 

Measure 12: Trade facilitation 

1. Description of the measure 

The measure is rolled over from the previous year, details on its implementation are presented in Table 11. 
The measure is related to the implementation of the Additional Protocol 5 to the CEFTA Agreement aimed at simplifying the 
inspections related to all clearance procedures and reducing formalities to the maximum extent possible through electronic 
exchange of information between customs authorities. Till October 2019 still one party- Kosovo had not ratified AP 5.The 
parties are also waiting from EC for the decision to include Moldova in SEED+ project activities. 
It is expected to simplify inspections (food and veterinary agency, phytosanitary agency) related to all clearance procedures 
and reduce formalities to the possible maximum extent, to exchange data between customs authorities to the extent that 
each national legislation allows and mutually recognise the national Authorised Economic Operators’ Programmes in each 

                                                           
33 Republic of North Macedonia, Republic of Albania, Bosnia and Herzegovina, Republic of Moldova, Montenegro, Republic of Serbia, Republic of 

Kosovo 
34Source: State Statistical Office 
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CEFTA Party, provided that both the legislation and implementation of each national programme is fully in line with the 
relevant EU acquis. 
Trade policy and its facilitation are part of the Integrated Growth Pillar of the South East Europe 2020 Strategy. It is also 
presented in the Trade component of Multi Annual Action Plan of Regional Economic Area (MAP REA). The main goal of 
this pillar is to promote regional trade that is non-discriminatory, transparent and predictable, and intensifies the flow of 
goods and services in the region. Trade policy is also linked with activities in other 3 components of MAP REA – investment, 
mobility and digital society. 
The measure is linked and is complementary with the Measure 13 for facilitating North Macedonia-Serbia joint railway border 
crossing and integrated border management on Tabanovce- Presevo border crossing. Activities for integrated border 
managing are to be replicated on cross-border crossings with Republic of Albania and Republic of Kosovo. 

a. Planned activities in 2020 

Activities planned for 2019 have been postponed for 2020. The delay is due to the fact that the signed grant with EC in 
December 2018 is not yet operational, awaiting for staff to be allocated in CEFTA Secretariat that will be responsible for 
maintaining SEED. In addition, the ratifying procedure should be finalised by Kosovo and status of Moldova to be settled 
for joining SEED+. 

- The Customs Administration will purchase a new server with appropriate storage for incoming SEED + data and 
to purchase a new Firewall / Router to improve the current and to establish additional VPN links for processing of 
increased flow of messages and creating active network security equipment. 

- The Food and Veterinary Agency will develop transparent tools for extending the TRACEE Certificate of Veterinary 
Application with an appropriate warehouse for hosting a new software module to support the workflow of issuing 
certificates and Firewall equipment. 

- The Phytosanitary Directorate will create a system for phytosanitary certificates for which a new central server will 
be procured with adequate storage of a national phytosanitary software application and a firewall/router to establish 
VPN links to remote locations with permanent licenses for VPN clients. 

2. Results indicators  

To monitor the success of the measure, based on the first experience in implementing reduced customs procedures, it is 
expected that the procedures for customs and inspections will be simplified and reduced for at least 25% which will result 
with reduction of time of the customs clearance for 25%. As a result, a volume of increase trade can be measured as a 
progress as well as gross value added in trade. 

3. Expected impacts on competitiveness  
By implementing the practice of controls based on risk analysis and by prior submission of information or issued veterinary 
or phytosanitary certificates through the TRACES system, the time and cost needed for import and export will be significantly 
reduced. It is estimated that trade costs and the average time needed for import and export to other CEFTA countries will 
be reduced by 47%. This will contribute to an annual increase of exports to other CEFTA countries by 3.5% and to GDP 
growth of 0.9%. 

4. Estimated costs for activities and the source of financing 

The estimated cost of planned activities is in amount of EUR 55.100. 

5. Expected impact on employment and gender  

More open markets for goods and services stimulate job creation. Gender equality will be respected in the process of 
implementation of the measure. 

6. Expected impact on the environment 

The measure will contribute to increase the level of using paperless procedures. 

7. Potential risks 

Risk 
Probability 

(low or high) 
Mitigating actions 

Coordination problems between countries 
might arise in the implementation phase 

Medium 
Regular consultation meetings between countries 
involved 
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Measure 13: Facilitating North Macedonia-Serbia cross-border crossing 

1. Description of the measure 
This measure is rolled over from last year. The implementation details are presented in Table 11.  
In February 2015, the Government of the Republic of Macedonia and the Government of the Republic of Serbia signed an 
Agreement on the establishment of border procedures, in accordance with the Directive 2012/34 for creation of a single 
European railway area. Protocols between the relevant services from Macedonia and Serbia (police, customs, inspection 
services etc.) were signed in June 2016, by which the official staff of the two countries defined the method, methodology 
and procedures for the work of the joint station. Upon the operation of this station the effects of the soft measures envisaged 
in the agreement and the protocols will provide the facilitating effects. 
This project is part of the national measures contained in the regional reform measures as part of the EC Connectivity 
Agenda and meets the requirements contained in soft measures related to border crossing points in WB6 countries to 
facilitate rail transport. Such national measures were promoted at the WB6 Summit in Vienna in August 2015. 
The measure foresees construction of new Joint Railway Border Station (JRBS) between Macedonia and Serbia. Currently, 
all international and transit trains have to make two stops, one in Tabanovce (Macedonia) and one in Preshevo (Serbia). In 
each of these two stations the authorities execute customs, border police, phytosanitary, veterinary, radiology, as well as 
railway infrastructure and operation controls. By building JRBS in Tabanovce, these controls will be carried out only once 
and jointly by the authorities from the both countries on the basis of "one stop shop” principle. 
The project envisages construction of a new, modern joint station in accordance with the standards of the European Union, 
where the official staff of the Border Police, Customs and inspection services from both countries will be accommodated, 
upgrade of existing buildings for accommodation of staff from the railway infrastructure and railway carriers from both 
countries, construction of a new water supply and sewage system with a water treatment plant and improve the connection 
between the road and railway crossing with construction of a new access road. The project documentation is in phase of 
preparation for the new access road to the station. The total area of the facilities is 2,500 m2.  
This measure is closely related to the measure for trade facilitation. 

a. Activities planned in 2020 

- EBRD will Amend the Loan for rail Corridor X project and will start negotiation for signing the Guarantee Agreement, 
if the Application is positively screened,  

- Second half of the year - tendering procedure for Works and Supervision Engineering. 

b. Activities planned in 2021 

- Selection of the Construction operator and the supervision engineer and signing the contracts.  

c. Activities planned in 2022 

- Implementing of construction activities.  

Ministry of transport and communications is in charge for implementation of activities. 

2. Results Indicators 
 2018 2021 

Type of transport Minutes Percentage decreased Minutes Percentage decreased 
Passenger train time savings 60 0% 30 50% 

Freight train time savings 180 0% 90 50% 

3. Expected impact on competitiveness 

The construction of JRBS is expected to improve the competitive advantage of the rail compared to the road transport. The 
greatest impact is expected to be in the time saving. Total travel time saved, as a result of the construction of the JRBS is 
expected to be 30 minutes instead of 60 minutes per passenger train, due to the fact that most controls will be done on the 
moving train, and 90 minutes per freight train instead of 180 minutes.  
Companies performing transport activities will experience lower costs and lower transport times, which will create conditions 
for increased amount of transport by railway. 

4. Estimated costs of the activities and the source of financing 
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The estimated investment value is EUR 5,136,000, while for the maintenance of the facilities it is estimated that it will take 
50,000 euros annually for all components and phases (for buildings - construction part, electricity, machine parts, water 
treatment and sewage treatment plant, equipment and parking with access road).The funds are planned to be provided as 
an investment grant through the WBIF instrument in 2019. The cost is increased because the access road with the estimate 
cost of EUR 1,200,000 is added. The application for an investment grant has been submitted to the WBIF Steering 
Committee on 30 November 2018. In addition to the application is the support letter from the European Bank for 
Reconstruction and Development, which confirms that the Bank will support the Program, as a surplus and expansion of 
the existing loan from the Bank for modernization of the railway Corridor 10. 

5.  Expected impact on social outcomes, such as employment, poverty reduction, equality and gender  

The construction of the JBS will have short-term direct impact on employment by engaging construction workers. The gender 
equality will be respected in the process of implementation of the measure. 

6. Expected impact on environment 

The project documentation of the construction of the building of the JBC Tabanovce respects the highest environmental 
protection requirements, such are the energy efficiency buildings requirements and a sewage system with a water treatment 
plant. 

7. Potential risks  

Risk 
Probability 

(low or high) 
Mitigating actions 

Prolongation of construction activities for 
completion of the railway border crossing 

High 

Regular monitoring of the implementation of activities for 
construction of the JRBS. The regional dimension of the measure 
contributes to reduce the risk of untimely implementation of 
activities. 

5.3.6 Education and skills 
Investments in education and training are recognised as key factors for strengthening the national economy and for the 
citizens’ wellbeing. The Education Strategy 2018-2025 was adopted by the Government in 2018, as a key document for 
improving quality of and conditions in education. According to OECD Competitiveness Outlook 2018, the assessment of the 
dimension on education shows that, North Macedonia achieves a score of 2.835, with the average for the countries of South-
East Europe being 2.5, meaning that there is a solid strategic framework, but it is not always followed by implementation 
and the process of monitoring the public policies for providing feedback and corrections. During 2019 a report for 
implementation of the activities from the Strategy was developed for 2018. It is planned to develop a comprehensive 
monitoring and reporting system for each pillar of the Strategy. 
The Education Strategy for 2018-2025, defines a number of challenges related to the system of Vocational Education and 
Training as one pillar which directly addresses the issues of better employability, such as: insufficient attractiveness of VET 
(except certain vocations in the field of healthcare, economics and law), particularly regarding 2-year and 3-year vocational 
education, lack of modern post-secondary education system, mismatch between the VET supply and the labour market 
demand, complicated by inflexibility and ineffectiveness of the new VET qualifications development system and procedures 
for adapting the VET curricula to the labour market requirements. Enhanced support should be provided especially for 
vocational education and training, as well as good trainings for teachers and pre-school education36. For these reasons, 
several processes for increasing the quality of vocational education and training started: an action plan was developed by 
MoES, VETC and BDE for submission, review and approval of curricula for all 52 qualifications for 1, 2, 3 and 4 year of 
VET. In the previous two years intense efforts were put on creating new 1040 curricula for all 52 profiles in the 4-year VET.  

Taking in consideration an analysis from 2014 that less than 10% of companies regularly communicate with any educational 
institution, and that the system of vocational education and training, characterised by narrowly defined professional profiles 

                                                           
35(Competitiveness in South east Europe, A policy Outlook 2018). 
http://mrk.mk/wp-content/uploads/2019/02/%D0%98%D0%B7%D0%B2%D0%B5%D1%88%D1%82%D0%B0%D1%98-%D0%B7%D0%B0-

%D1%80%D0%B5%D0%B0%D0%BB%D0%B8%D0%B7%D0%B8%D1%80%D0%B0%D0%BD%D0%B8-
%D0%B0%D0%BA%D1%82%D0%B8%D0%B2%D0%BD%D0%BE%D1%81%D1%82%D0%B8-%D0%BE%D0%B4-
%D0%A1%D1%82%D1%80%D0%B0%D1%82%D0%B5%D0%B3%D0%B8%D1%98%D0%B0-%D0%B7%D0%B0-
%D0%BE%D0%B1%D1%80%D0%B0%D0%B7%D0%BE%D0%B2%D0%B0%D0%BD%D0%B8%D0%B5-2018-2025-%D0%B7%D0%B0-2018.pdf  

 
36(A credible enlargement perspective for and enhanced EU engagement with the Western Balkans" - Communication from the Commission to the European Parliament, 

the Council, the European Economic and Social Committee and the Committee of the regions). 
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and low flexibility, is not effective37, several activities were undertaken in order to increase the involvement of the business 
community in the ongoing reforms of the VET. Since 2017, the business sector’s representatives are members of the 
National Board for Macedonian Qualification Framework, of Sectorial commissions for qualification and they were included 
in the preparation of the Methodology for developing standards of occupation. 
It is necessary to invest in post-secondary education, which does not attract enough students due to obsolete and 
unreformed professional profiles. The Centre for Adult Education started to develop a system for validation of non-formal 
and informal learning (VNIL) by creating relevant conceptual guidance. 
A new hardware system is purchased for the National Qualification Framework’s (NQF) Register in order to include 
qualifications at all levels and ensure their transparency and visibility. However, there are challenges in the implementation 
of the NQF that remain, such as capacity building, financing and engagement and stakeholder co-operation38. 
At the beginning of 2018, the Law on Higher Education was enacted, envisaging the establishment of a Quality Assurance 
Agency. The New Law stipulates establishment of a National Council for higher education, science and research, which has 
an obligation to propose to the Government a new model for financing the higher education and scientific research activity, 
which should contribute to advancing the investment in science and increasing the quality of higher education. 

The key strategic documents targeting these challenges in a coordinated manner are: SEE Strategy 2020, Education 
strategy 2018-2025, VET strategy in the context of lifelong learning 2013-2020, Adult education strategy etc. 

Measure 14: Further development of the qualification system 

1. Description of measure 

This measure is rolled over from last year, details on the implementation are presented in Table 11. 

A new Law on Primary Education was adopted. The main focus is on quality assurance system based on a National 
Standard for each cycle of primary education with clearly defined learning outcomes, with attention to inclusiveness, respect 
for diversity of children's rights and democratic culture. A new Law on Secondary Education is planned to be prepared and 
adopted, with focus for introducing Regional VET centres in three regions in the country. Through process of wide 
consultations with the professional auditorium, the vision for the Regional VET Centres is developed.  
In 2018 a working group has been established for support of the process of establishment of Regional VET Centres, and a 
detailed analysis was conducted in three regions of the country - Southwest, Polog and Northeast region. In parallel a 
Concept for establishment of regional VET centres was developed. Based on the analysis and the concept, a report on 
establishment of Regional VET Centres with case studies for the three regions has been prepared. 
A system will be built so as the young and the adult will have more opportunities for employment. In the three regions where 
piloting of the Regional VET Centres is planned the following functions have been distinguished as priorities: continuous 
professional development of teachers, increase the number of students and adults with special needs in education and 
training, validation of knowledge acquired, adult education at all levels, coordination of the practical teaching and close 
cooperation with the business community. In this regard in the upcoming period focus will be on reforming and transforming 
of a particular VET school into a Regional VET Centre with greater autonomy. 
In order to overcome the great discrepancy between the skills acquired in the educational process and the needs of the 
employers, some of the already started activities will continue to be implemented, but new activities are planned as well. 
The Ministry of Education and Science continues with the implementation of the grant programme for supporting joint 
projects between vocational schools and companies aimed at improving the practical training of students and their skills for 
employment, thus increasing the employability of secondary vocational education students. Piloting the curricula for dual 
vocational education in several VET schools will help companies to acquire professional staff, having in mind that students 
will be prepared for working in a company during their secondary education. The main goal of the reform in formal and non-
formal education is increasing employability of young people, especially women and vulnerable groups (Roma and young 
people with special needs). In the following decade greater focus will be placed on cooperation between the education 
system (including non-formal education) and the business community. In order to build a sustainable system, primarily for 
companies to detect what skills are needed for workers and how to ensure the development of those skills (whether through 
a system of formal or non-formal education) new approach of financing the VET is needed. For this, a discussion is planned 
to start through a participative process towards the end of 2019 and will be finalised in 2021. 

                                                           
37 (World Bank (2014c) Macedonia: Labour Market Assessment 2007-2011. Washington, DC: The World Bank). 
38(CEDEFOP, 2017b). 
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In 2019, based on the Concept for Work-Base Learning piloting of a mentoring system has started, by introducing mentors 
to students in the companies started and will continue in the following years, whereas the focus is strengthening the work-
based learning through the realisation of high-quality practical training. Regarding the Validation of Non-formal and Informal 
Learning (VNIL), the Centre for Adult Education prepared the procedures and methodological documents for conducting 
and piloting of the system for VNIL. Evaluation of the implementation of the ECVET will be base for further improvement of 
the system. 
Regarding higher education, activities will continue for harmonizing bylaws and accreditation and evaluation rules with the 
European standards and criteria, establishment of a Quality Assurance Agency in accordance with the new Law on Higher 
Education, adoption of an Action Plan for activities required for membership of the Quality Agency in ENQA and EQAR, 
including the Agency's self-evaluation process. The new IPA project will create opportunities for introducing model of 
Standard of Qualifications by piloting several Standards of Qualifications.  
Establishing a solid evidence-based foundation for effective policymaking is recognised as a key factor for promoting of a 
system for continuous improvements in the education system. In that direction establishment and piloting of a 
comprehensive monitoring and reporting system is foreseen at the end of 2019, as well establishing new organisational unit 
in the MoES for research and development of educational policies. 

a. Activities planned in 2020 

Planned activity Institution in charge 

1. Development of 5 qualifications required by employers 
and flexible access to their acquisition 

National Board for the Macedonian Qualifications Framework; 
Sectoral committees; Ministry of Education and Science; Centre 
for Vocational Education and Training; Providers of educational 
services 

2. Development of training programmes and trainings for 
specific workplaces for further qualification 

Providers of educational services and higher education institutions 

3. Strengthening the cooperation between higher education 
institutions and the private sector, as well as secondary 
vocational schools and the private sector in order to ensure 
quality practical work for students in companies. 

Universities and higher education institutions; Secondary 
vocational schools; Companies. 

4. Adopting legislation for establishment of the three 
Regional VET Centres 

Ministry of Education and Science, Municipalities, VET Centre 

b. Activities planned in 2021 

Planned activity Institution in charge 
1. Trainings on transversal skills at the request of employers Employers; Providers of educational services 
2. Validation of non-formal education for acquiring specific 
qualifications (establishment of validation system - 
recognition of previous learning) 

Centre for Vocational Education and Training; Special accredited 
institutions for validation of non-formal education 

3. Refurbishment and adapting premises of 3 VET schools 
for Regional VET Centres 

Ministry of Education and Science, Municipalities, VET Centre 

c. Activities planned in 2022 

Planned activity Institution in charge 
1. Continuing the cooperation between higher education 
institutions and the private sector, as well as secondary 
vocational schools and the private sector in order to ensure 
quality practical work for students in companies. 

Universities and higher education institutions; Secondary 
vocational schools; Companies. 

2. Validation of non-formal education for acquiring specific 
qualifications (establishment of validation system - 
recognition of previous learning) 

Centre for Vocational Education and Training; Special accredited 
institutions for validation of non-formal education 

3. Development of 5 qualifications at level V - specialist and 
master for the needs of the labour market and the 
opportunity for self-employment in craft activities. 

National Board for the Macedonian Qualifications Framework; 
Sectoral committees; Ministry of Education and Science; Centre 
for Vocational Education and Training; National Chamber of Crafts 
of Republic of North Macedonia, Providers of educational services 

4. Supply of equipment for the 3 Regional VET Centres Ministry of Education and Science, Municipalities, VET Centre 
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5. Investments in human recourse capacities for 
management of the new functions of the Regional VET 
Centres 

Ministry of Education and Science, Municipalities, VET Centre 

2. Results indicators  

Indicator 2020 2021 2022 
Number of students enrolling to VET schools 
compared to general education 

55%-45% 58%-42% 60%-40% 

System for validation of non-formal and informal 
learning  

Adoption of changes 
in the Laws 

Functional system for 
validation 

 

Established 3 Regional Centres 
Adoption of changes 

in the Laws 

Refurbishment and 
Transforming 3 VET 

schools 

Equipment and 
Programmes 

3. Expected impact on competitiveness 

Employees with higher qualifications will provide for higher efficiency and productivity in the companies and reduce the cost 
of training of employees for further qualification. The measure will contribute to reducing the inadequacy of education and 
labour market needs, acquiring skills and competences that will meet labour market needs, recognising acquired 
qualifications in the state by foreign investors and recognising qualifications acquired overseas by domestic employers, 
which will help for easier employability of job seekers. 

4. Estimated cost of the activities and the source of financing 

In EUR 2020 2021 2022 
Budgetary expenditures 1.444.761  1.494.761  688.000 
Non-budgetary financing – IPA funds 1.360.000  1.436.000 1.586.000 
Total 2.804.761 2.930.761 2.274.000 

5. Expected impact on social outcomes, such as employment, poverty reduction, equality and gender  

Increasing the quality of curricula will lead to the acquisition of knowledge, skills and competences that will enable smooth 
transition from school to work. Additionally, strong transversal skills acquired as a result of new reformed curricula will 
contribute to better mobility of the workforce and career development. Most of the companies in North Macedonia are SMEs 
that do not have the capacity to recognise and develop the potential of their employees, so the NQF as a "focal point" for 
all stakeholders will contribute to better recognition of the necessary skills and competences. 

6. Expected impact on the environment 

The measure is expected to have neutral impact on environment. 

7. Potential risks 

Risk 
Probability 

(low or high) 
Mitigating actions 

Lack of an overall framework for 
implementation of all activities might 
contribute to various non systemic 
decisions 

High 

Establishing accompanying bodies for support of NQF 
(sectoral committees) consisting of employers’ organisation, 
trade unions, students, higher education institutions, 
government institutions, associations etc. 

Insufficient interest of the relevant 
interested parties, particularly employers, 
whose opinions and suggestions are 
crucial 

High 
Strengthening of the awareness for the role of NQF; 
Finding adequate instruments to motivate employers 

 

 

5.3.7 Employment and labour markets 

In the period between 2014 and 2018, the number of employees in the Republic of North Macedonia increased by 66.800 
or by 10%. The average annual growth rate of the number of employees is 2.4%. The largest number of new jobs can be 
seen in the manufacturing industry; construction; trade; while there is a decrease in agriculture. In 2018, the employment 
rate for the population aged 15-64 was 53.6%. It remains at a low level and indicates lack of utilisation of the workforce as 
a development potential. Gender gap in employment is high. The employment rate of men (60.8% in 2018) is higher than 
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for women (46.5%) by 14.3 pps. 
The employment rate among young people is low: only 17.4% of young people aged 15-24 are employed. One of the 
reasons for this is the low activity rate of young people (31.8%), which mainly stems from participation in the education 
system. The share of young people (15-29 years old) out of the workforce, education or training (NEET) is 29.8%, with 
women aged 25 to 29 years more likely to be outside the workforce, education and training compared to young men. The 
main reason for this is family responsibilities of young women. 
Although the unemployment rate is continually declining, the country is still facing a high unemployment rate. The 
unemployment rate in 2018 was 21.5% (from 28.1% in 2014), and there are no major gender differences. Of all unemployed 
persons, 51.6% are also looking for work through the Employment Agency. 

The activity rate in 2018 reached 65%, and is higher compared to 2014 by 0.1 pps. Analysed by gender, the activity rate in 
2018 is higher in men and is 78.3% (52.2% for women). Inactive women are disproportionately distributed among young 
women, women in rural areas and unskilled, with one of the most important reasons for female inactivity being household 
responsibilities. The activity rate is higher for those with higher education levels. 
According to the Employment Reform Programme and Social Policy 2020, the Employment Strategy 2016-2020 and the 
National Economic Reform Programme 2015, the goal is to increase the employment rate to 46.9% by 2020 and to reduce 
the unemployment rate to 21.5%.  
Identification of problems and challenges. The Employment Reform Programme and Social Policy 2020 identifies the 
following challenges: 

- Improvement of the economic development and creation of new jobs, 

- Improvement of the unemployment situation, especially at the most vulnerable categories (youth, long-term 
unemployed and others), 

- Dealing with informal employment etc. 
In relation to the employment and the labour market, the Joint conclusion of the Economic-Financial dialogue in May 2019 
is the implementation of the Youth Guarantee on the whole territory with a focus on the undeveloped regions and provision 
of enough qualified staff to the Employment Agency, as well as inclusion of the relevant partners in the implementation. 
 

Measure15: Youth guarantee 

1. Description of measure 

Employment Service Agency started with implementation of Youth guarantee in 2018 as a pilot activity in 3 employment 
centres (Skopje, Strumica and Gostivar), and in 2019 it is implemented throughout the country, with special emphasis on 3 
regions (Polog, Northeast and Southwest), where the largest number of young people belong to the category NEETs. 
The YG measure provides for young people up to the age of 29, who are not employed or involved in education or training 
(NEETs), to receive an appropriate job offer, opportunity to continue their education or be involved in one of the active 
employment programmes and measures within 4 months after being registered as unemployed in the ESARNM. 
Following the implementation of the YG in the European countries, 3 pillars of activities have been identified: 

1. Early intervention; 
2. Identification and involvement of young people who are NEETs and 
3. Activation with labour market integration. 

Youth Guarantee begins with activation measures for young people who are registered as unemployed for the first time - 
active jobseekers (inflow). Once unemployed people are registered in the unemployed register, they are immediately 
referred to their first interview with an ESA employee, who profiles their employability using a control questionnaire and 
develops individual employment plans. These plans define activities that will enable the young unemployed person, in the 
next 4 months, to be re-included in the educational process (not regular education) or to be involved in one of the 
employment measures and services that will enable him / her to increase his/her employment opportunities, or he/she will 
be offered appropriate employment that fits his/her education and skills. These activities include group and individual 
counselling; providing job search assistance services; motivational training; inclusion in one of the labour market integration 
measures (employment, education and training measures). 
In the period 2020-2022, this measure will be supported by the IPA II programme (2014-2020) Sector Reform Performance 
Contract “EU for Youth”, in 3 regions (Polog, Northwest and Southeast + Prespa). 
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a. Activities planned in 2020 

This measure, with all the activities listed above in "Description of the measure" section, will be implemented in all 30 
employment centres, taking into account the experience of implementation in the previous 2 years. 
Within the Sector for Active Employment Measures and Services, a separate Youth Employment Unit will be established. 
This unit will plan, coordinate and monitor all activities for better inclusion of young people on the labour market, including 
the implementation of the YG Project, the National Youth Strategy and the National Youth Employment Action Plans. 
This activity was planned to be implemented in 2019. However, in the first half of 2019, a detailed Functional Analysis of 
the ESARNM was carried out, in order to provide more information which will be relevant for new Rulebooks on internal 
organisation and for systematisation of job positions in ESA. The Functional Analysis Report confirmed the need to establish 
a separate Unit for Youth Employment, and also contains other suggestions and recommendations for improving the 
functioning of the ESARNM, which will be incorporated in the preparation of the new Rulebooks. 
Also, in order to strengthen ESA's human capacities for successful implementation of the YG, training of the staff who is 
working on this measure will be organised. In 2020 it is planned that 90 employees will be included in these trainings, 
organised by internal trainers (employees who have been involved in the trainings for YG and work on this measure). 
It is also planned to modernise 3 employment centres, in order to improve the physical working conditions for the 
unemployed and the employers. 

b. Activities planned in 2021 

This measure, with all the activities listed above in "Description of the measure" section, will be implemented in all 30 
employment centres, as part of their regular activities. 
Trainings will be organised for 60 employees of ESA working on Youth Guarantee, which will be held by internal trainers. 
In order to strengthen the physical capacity of the ESA, 3 Employment Service Centres are planned to be modernised. 

c. Activities planned in 2022 

This measure, with all the activities listed above in "Description of the measure" section, will be implemented in all 30 
employment centres, taking into account the experience of implementation in the previous years. 
Trainings will be organised for 60 employees of ESA working on Youth Guarantee, which will be held by internal trainers. 

2. Result Indicators 

Indicator 
Baseline (2018) 
pilot phase in 3 

ESCs 

Intermediate target 
(2020) 

Target (2022) 

Number of participants registered in the YG (entry 
level) 

526 14000 13000 

Percentage of participants who successfully 
completed the YG within a time span of 4-months after 
registration after registration 

41% 30% 30% 

Number of YG staff trained 60 90 60 

Gender equality will be taken into consideration, so at least 50% of the YG participants (on entry /exit level) will be women. 

3. Expected impact on competitiveness 

The successful implementation of the YG measure will contribute to increasing the overall employment rate in the country, 
as well as the employment rate of young people up to the age of 29. People who are involved in the project are covered 
with more intensive employment services and measures, which increase their employability. 
 

4. Estimated cost of the activities and the source of financing 

Activities under the YG will be financed from the funds provided in the annual Operational Plans for Active Employment 
Programmes and Measures and Services on the Labour Market for 2020, 2021 and 2022, where it is foreseen that at least 
30% of the total number of participants will be young people up to 29 years old. Typically, more than 90% of the budget of 
the annual Operational Plans comprises funds for active employment policies from the ESA’s Budget. The total planned 
funds for active employment programmes and measures in the ESA’s budget are: 

- Year 2020 –EUR 16.5 million; 
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- Year 2021 – EUR13.8 million and 
- Year 2022 –EUR 16.4 million. 

In addition, for the period 2020-2022, this measure is foreseen to be financially supported by the IPA II programme (2014-
2020) Sector Reform Performance Contract “EU for Youth”, in 3 regions (Polog, Northwest and South + Prespa) in total 
amount of EUR6.2 million. 

 

5. Expected impact on social outcomes, such as employment, poverty reduction, equality and gender 

The YG measure aims to improve the position of young people on the labour market, particularly most vulnerable people 
(women and less represented ethnic groups living in underdeveloped regions) in terms of increasing their employability or 
job opportunities. At the same time, the new Law on Social Protection, provides the obligation for social welfare beneficiaries 
and members of their households, to register in the ESA as active job seekers, with a view to their activation on the labour 
market and incensement of their employment possibilities. Successful implementation of the YG will contribute to improving 
the social status of unemployed youth, as well as to reducing poverty.  
 

6. Expected impact on the environment 

The implementation of the YG measure will have neutral impact on the environment. 
 

7. Potential risks  

Risk 
Probability 

(low or 
high) 

Mitigating actions 

Insufficient funds for active employment 
programmes and measures 

low Increase of funds for active employment programmes and 
measures 

Lack of human and physical capacities of 
ESARNM 

medium New employments, trainings of staff, improvement of 
physical capacities 

5.3.8 Social protection and inclusion 
In Republic of North Macedonia there is a trend of continuous reduction in poverty and inequality, however, despite these 
positive trends, they are still high compared to EU average. According to the latest SSO data, the at-risk-of-poverty rate 
was 22.2% in 2016, while the Gini coefficient (measure of inequality of income distribution) was 32.5. Poverty rate in EU-28 
is 16.9%, while the Gini coefficient is 30.3. 

Table 5.2. Laeken poverty and social exclusion indicators, 2013–2017 

  2013 2014 2015 2016 2017 
At-risk-of-poverty rate, % of population 24.2 22.1 21.5 21.9 22.2 

Males 24.6 22.3 21.5 22.1 22.4 
Females 23.9 21.9 21.5 21.6 22 

By age:      
0-17 30.9 29.0 28.6 28.6 29.9 
18-64 23.6 21.4 20.7 21.3 21.1 
65 and over 16.5 14.5 14.5 14.5 16.1 

 
By most frequent activity status: 

          

Employed 11.1 9.8 8.9 9 9 
Unemployed 43.7 40.5 39.7 41.1 38.7 
Retired 10.9 8.4 7.3 7.1 7.7 
Other inactive population 29.2 26.1 26.7 29.4 32.1 

By children in HH      
Households without dependent children 19.5 16.5 14.1 14.2 12.8 
Households with dependent children 26.5 25.0 25.3 26 27.5 

Number of persons below at-risk-of-poverty 
threshold, in thousand persons 

500,4 457,2 445,2 453,2 460,3 
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At-risk-of-poverty threshold of single-person 
household - annual equivalent income in denars 

70,275 71,925 78,362 82,560 90,120 

At-risk-of-poverty threshold of four-person 
household (2 adults and 2 children aged less 
than 14) - annual equivalent income in denars 

147,578 151,043 164,560 173,376 189,525 

At-risk-of-poverty rate before social transfers 
and before pensions, % of population 

41,0 41,7 40,5 41,6 40,7 

Inequality of income distribution, S80/S20, % 8,4 7,2 6,6 6,6 6,4 
Inequality of income distribution, Gini coefficient, 
% 

37,0 35,2 33,7 33,6 32,5 

Source: SSO 

However, despite the reduction of the poverty rate from 27% in 2010 to 22.2% in 2017, poverty and inequality are high when 
compared with other countries with similar levels of development in the region39 and there are concerns about the 
sustainability of the recent gains in poverty reduction.  
Significant reforms are made, among other things, in redesigning the types and adequacy of social welfare cash benefits 
as assistance and support to the most vulnerable categories for dealing with poverty, especially having in mind the goal of 
the Government to reduce the poverty rate below 16% by 2020. 
 

Measure 16: Enhancement of financial benefits in the field of social protection 

1. Description of measure 

The Parliament of the Republic of North Macedonia adopted the Law on Social Protection and the Law on Social Security 
of Elders, acts which came into force on 23.05.2019. All bylaws for implementation of the new regulation have been 
published and the first payment from the reformed social protection system and child protection has been made on 
10.06.2019. 

With the new Law on Social Protection a guaranteed minimum assistance was introduced, enabling enhanced activation of 
beneficiaries of guaranteed minimum assistance in the labour market. The categorical benefits were integrated into generic 
cash benefits, according to the basis of use, and a combination of cash assistance rights was enabled. The administrative 
procedure for acquiring financial assistance rights is simplified. Beneficiaries of guaranteed financial assistance for the first 
time have been entitled to child allowance and educational allowance (for primary and secondary education), thus 
implementing the so-called. Family package, i.e. providing means for poverty reduction of materially insecure households. 

Comparative data between the highest paid financial aid right under the new law - Guaranteed Minimum Assistance (GMA) 
from May 2019 and the rights most closely sublimated with GMA under the old law from April 2019, show a transfer to higher 
users’ coverage. Total payments show an increase of 63%. According to the new law, the average paid household allowance 
per GMA (6291 denars) is twice higher than SFA (2945 denars) under the old law, showing an increase of 114%, while the 
average payments per household member shows an increase of 122% (GMA- 2231.00 denars, vs. SFA-1006 denars). 

With the adoption of a bylaw, activities for activation of beneficiaries of GMA for the purpose of training for work and 
employment have been initiated. With this act, the cooperation between the employment and social protection services will 
be further enhanced and deepened, in order to support and activate the beneficiaries of GMA. The Centres for Social Work 
and the Employment Centres will cooperate in the preparation and implementation of an individual activation plan for the 
beneficiary of GMA, for its participation in active employment measures and overcoming the material insecurity of the 
household. 

In this section, in order to increase and further enhance the effectiveness of different services, programs and measures for 
different vulnerable groups in the labour market and to achieve the desired effects more successfully, it is very important to 
introduce new system of profiling the unemployed persons according to opportunities and the degree of their employability 
at ESANM, which will enable the most unemployable persons to be offered and provided special measures and services 
(set of integrated services and measures) that would facilitate their inclusion in the labour market. 

A new Law on Social Security for Elders has been adopted, with aim of increasing the effectiveness of financial benefits for 
this category of citizens and reducing the percentage of poverty among elders over the age of 65 who are not able to provide 
funds for subsistence from other sources. From the beginning of the implementation of the social reform 2,631 persons 

                                                           
39 World Bank Policy Notes 2017 
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have acquired the right to benefit from the social benefits provided by the social security legislation for elders. The monthly 
allowance is around 6,000 denars, a means of financing people over 65 who have no other sources of livelihood. 

The reforms in the area of child protection enabled an easier access to child allowances, in a way that the right can be used 
by low-income families with children and which need not have an employed member, a condition which was key in the 
fulfilling of the child allowance rights. The guaranteed minimal aid users are enabled to use child allowances.  

Data for payments and beneficiaries of child allowance right according Amendments of Child Protection Law from May 2019 
and child allowance right under the old law show a significant increase (Table 2). The total payment, and also the total 
number of beneficiaries under the new law in May 2019, is three times higher (an increase of 238%) compared to the old 
law. In May 2019, the number of families with children who used GMA and also child allowance is 11.082, compared to 
2.956 families from April 2019 (increase of 238%), and the number of children in those families is 20.239 in May 2019, 
compared to 6.924 in April 2019 (190% increase). 

Table 5.3. Payment of child allowances, transition from old law (April 2019) to new law (May 2019) 

 

Type of right Users (families) 
Number of 

children 
Financial aid (in 

denars) 

Average by 
users (in 
denars) 

Average 
by child 

(in 
denars) 

New law Child allowance 11,082 20,239 15,375,566.00 1,387 760 

Old law Child allowance 2,956 6,924 4,551,059.00 1,540 657 

 

A new rule was introduced – allowance for education of children who regularly visit lectures in elementary and high school, 
in order to help parents deal with school expenses, applying for low-income households as well as GMA users, which 
prevents early school leaving. At the same time, the one-off financial aid for newly born, in addition to the first child was 
enabled for the second child as well (in the amount of 20,000 denars). 

In the direction of easing the life and higher social inclusion of persons with disabilities, financial rights are introduced, 
namely the right for compensations because of disabilities and the right of parents who took care of their child with disabilities 
and did not place them in a social institution and have not achieved the right to pension on any basis to receive a pension 
upon reaching retirement age. In this regard, the usage of social services is envisaged as domestic help, personal 
assistance, providing help and support and other services in the centres for daily and temporary stay. 

By the end of 2019, it is planned to adopt a Rulebook on the manner and scope of social services, norms and standards for 
the provision of social services. The prices of social protection services shall be decided by the Minister on the basis of a 
methodology for setting the prices of services depending on the standards and norms for the provision of social services. 

In order to strengthen the capacities of the professionals and establish a system of licensed social service providers, a 
procedure has been initiated to establish a Licensing Commission that will issue, renew, extend and revoke a license to 
perform professional work in the field of social protection of the professionals employed in public and private social care 
institutions and other social service providers. 

In the next period the focus and priority objectives of the Ministry of Labour and Social Policy is the development of social 
services in order to implement the law on social protection. 

a. Activities planned in 2020 

- Public campaign for the new legal solutions in order to familiarise end users  
- Monitoring the implementation of the new Law on Social Protection, especially in the segment targeting the beneficiaries 

of the right to guaranteed minimum assistance and introducing new support services for entry on labour market, 
- Strengthening the capacities of professionals in the Centres for Social Work and Employment Centres in the field of 

activation of GMA beneficiaries, 
- Establishment of new social protection services in the direction of strengthening and activating the users, 
- Expanding the social services network in local communities; 
- Development of a software solution for social protection rights and services in the field of solution testing 
- Conducting trainings for the employees for the social protection system in the area of service delivery in the local 

community 
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- Establishment of mechanisms for control of the functioning of the system. 

b. Activities planned in 2021 

- Implementation of a new software solution for social protection rights and services including data migration 
- Increasing the type and scope of services to support activation of GMА beneficiaries  
- Increasing the availability and type of social protection services 
- Strengthening the capacities of professionals in the Centres for Social Work and Employment Centres in the field of 

activation of GMP beneficiaries 
- Monitoring and evaluation of the quality of new social protection services 

c. Activities planned in 2022 

- Increasing the effectiveness and efficiency of the Centres for Social Work and the Employment Centres; 

- Ensuring availability of social protection services in all municipalities in the country 

- Monitoring and evaluation of the quality of the new social services 

 
2. Results Indicators 

- Poverty rate to 16% by 2021. 
- Inclusion in the labour market of about 20% of existing GMA beneficiaries by 2022 
- Increasing the social services in the local communities to 25% by 2022 

3. Expected impact on competitiveness 

Neutral. 

4. Estimated cost of the activities and the source of financing 

The funds for implementation of the activities are planned in the amount of around EUR 35.600.000 for 3 years.\ 

5. Expected impact on social outcomes, such as employment, poverty reduction, equality and gender 

Better targeting of target groups and increase of effectiveness of cash transfers contributes for exit of the poverty circle, 
economic strengthening and social inclusion, i.e. achieving the ultimate goal of poverty rate of 16% in 2021. The measure 
will contribute to optimal utilisation of financial resources aimed at providing social services. 

Cash transfers for job-seekers will be conditioned by strengthening their work capacity and inclusion in the labour market, 
which is expected to contribute for activation and employment of 20% of social beneficiaries. Within this measure, 
appropriate activities are planned for strengthening the capacities and employability of women from vulnerable categories. 
Gender equality will be respected in the implementation of this measure. 

6. Expected impact on the environment 

It is not estimated that the implementation of the measure will have an impact on the environment. 

7. Potential risks 

Risk 
Probability 

(low or high) Mitigating actions 

Delay in upgrading the software solution for 
administering cash rights 

High Detailed process monitoring 

Low interest in the municipalities for service 
development and lack of human potential 

medium 
Direct contacts with all municipalities, organising round 
tables, focus group, development of measures for 
retraining the unemployed persons for services delivery 

Untimely implementation of a new software 
solution for social protection rights and 
services 

High Detailed process monitoring 
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Table 10a: Costing of structural measures (in EUR) 

Year Salaries Goods and services Subsidies and transfers Capital expenditure Total 
Measure 1: Increasing the competitiveness of the electricity market 
Year 2020 120.000 200.000 1.097.087 30.000 1.447.087 
Year 2021  180.000 400.000 0 30.000 610.00040 
Year 2022 0 0 0 0 0 
Measure 2: Promotion of renewable energy sources and improvement of energy efficiency 
Year 2020 18.500 29.000.000 0 0 29.018.500 
Year 2021 0 0 0 0 0 
Year 2022 0 0 0 0 0 
Measure 3: Implementation of an intelligent transport system along Corridor 1041 
Year 2020 0 0 0 TBD TBD 
Year 2021 0 0 0 TBD TBD 
Year 2022 0 0 0 TBD TBD 
Measure 4: Improving of irrigation system 
Year 2020 0 301.870 0 47.094.870 47.396.740 
Year 2021 0 7.000.000 0 43.603.975 50.603.975 
Year 2022 0 0 0 58.734.620 58.734.620 
Measure 5: Consolidation and defragmentation of agricultural land 
Year 2020 150.000 280.000  0 380.000 810.000 
Year 2021 0 340.000 0 500.000 840.000 
Year 2022 0 340.000 0 500.000 840.000 
Measure 6: Agricultural cooperatives 
Year 2020 0 1.380.000 0 1.060.000 2.440.000 
Year 2021  0 1.800.000 0 1.060.000 2.860.000 
Year 2022 0 0 0 1.060.000 1.060.000 
Measure 7: Increasing competitiveness in the tourism and hospitality sector 
Year 2020 550.000 1.250.000 0 11.200.000 13.000.000 
Year 2021 583.500 183.500 0 0 767.000 
Year 2022 166.500  166.500  0 0 333.000 
Measure 8: Harmonisation of the Public Procurement Legal framework with the Acquis 
Year 2020 0 530.000 0 0 530.000 

                                                           
40 The funds are intended for activities of the market operator 
41Due to the sensitive period (Publication of the tender for ITS project) this data will not be available for public usage 
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Year 2021 0 0 0 0 0 
Measure 9: Development of a National E-Services Portal 
Year 2020 72.000 822.000 0 210.500 1.104.500 
Measure 10: Reducing the informal economy 
Year 2020 0 500.000 0 0 500.000 
Year 2021 0 500.000 0 0 500.000 
Year 2022 0 0 0 0 0 
Measure 11: Enhancing cooperation between the academy and the industry 
Year 2020 0 120.000 500.000 880.000 1.500.000 
Year 2021 0 0 1.500.000 0 1.500.000 
Year 2022 0 0 2.000.000 0 2.000.000 
Measure 12: Trade facilitation 
Year 2020 0 55.100 0 0 55.100 
Year 2021 0 0 0 0 0 
Year 2022 0 0 0 0 0 
Measure 13: Facilitating North Macedonia-Serbia cross-border crossing 
Year 2020 0 0 0 - - 
Year 2021 0 0 0 1.300.000 1.300.000 
Year 2022 0 0 0 3.836.000 3.836.000 
Measure 14: Further development of the qualification system 
Year 2020 0 2.704.761 100.000 0 2.804.761 
Year 2021 0 2.830.761 100.000 0 2.930.761 
Year 2022 0 2.174.000 100.000 0 2.274.000 
Measure 15: Youth guarantee 
Year 2020 183.500 2.600.000 2.400.000 150.000 5.300.000 
Year 2021 367.000 2.200.000 2.000.000 150.000 4.700.000 
Year 2022 563.000 2.500.000 2.400.000 0 5.500.000 
Measure 16: Enhancement of financial benefits in the field of social protection 
Year 2020 0 0 36,856,190 0 36,856,190 
Year 2021 0 0 0 0 0 
Year 2022 0 0 0 0 0 
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Table 10b: Funding of structural reform measures (in EUR) 

Year Central budget Local 
budgets 

Other 
national publ. 
fin. sources 

IPA 
funds 

Other 
grants 

Project loans To be 
determined 

Total 

Measure 1: Increasing the competitiveness of the electricity market 
Year 2020 1.347.087 0 0 0 100.000 0 0 1.447.087 
Year 2021  610.000 0 0 0 0 0 0 610.00042 
Year 2022 0 0 0 0 0 0 0 0 
Measure 2: Promotion of renewable energy sources and improvement of energy efficiency 
Year 2020 18.500 0 0 4.000.000 0 25.000.000 TBD- 0 29.018.500 
Year 2021  TBD 0 0 TBD 0 0 0 0 
Year 2022 0 0 0 0 0 0 0 0 
Measure 3: Implementation of an intelligent transport system along Corridor 1043 
Year 2020 0 0 0 0 0 TBD 0 TBD 
Year 2021 0 0 0 0 0 TBD 0 TBD 
Year 2022 0 0 0 0 - TBD 0 TBD 
Measure 4: Improving of irrigation systems 
Year 2020 36.428.746 0 0 0 301.870 10.666.124 0 47.396.740 
Year 2021 32.597.212 0 0 3.000.000 4.000.000 11.006.763 0 50.603.975 
Year 2022 22.467.249 0 0 0  36.267.371 0 58.734.620 
Measure 5: Consolidation and defragmentation of agricultural land 
Year 2020 150.000 0 0 660.000 0 0 0 810.000 
Year 2021  340.000 0 0 500.000 0 0 0 840.000 
Year 2022 340.000 0 0 500.000 0 0 0 840.000 
Measure 6: Agricultural cooperatives 
Year 2020 1.060.000 0 0 1.380.000 0 0 0 2.440.000 
Year 2021  1.060.000 0 0 1.800.000 0 0 0 2.860.000 
Year 2022 1.060.000 0 0 0 0 0 0 1.060.000 
Measure 7: Increasing competitiveness in the tourism and hospitality sector 
Year 2020 3.000.000 0 0 10.000.000 0 0 0 13.000.000 
Year 2021 0 0 0 0 750.000 0 0 750.000 
Year 2022 0 0 0 0 350.000 0 0 350.000 
Measure 8: Harmonisation of the Public Procurement Legal framework with the Acquis 
Year 2020 30.000 0 0 500.000 0 0 0 530.000 

                                                           
42 These funds are planned for activities related with market operator 
43Due to the sensitive period (Publication of the tender for ITS project) this data will not be available for public usage 
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Measure 9: Development of a National E-Services Portal 
Year 2020 404.500 0 0 600.000 100.000 0 0 1.104.500 
Measure 10: Reducing the informal economy 
Year 2020 0 0 0 500.000 0 0 0 500.000 
Year 2021 0 0 0 500.000 0 0 0 500.000 
Year 2022 0 0 0 0 0 0 0 0 
Measure 11:Enhancing cooperation between the academy and the industry 
Year 2020 1.500.000 0 0 0 0 0 0 1.500.000 
Year 2021 1.500.000 0 0 0 0 0 0 1.500.000 
Year 2022 2.000.000 0 0 0 0 0 0 2.000.000 
Measure 12: Trade facilitation 
Year 2020 55.100 0 0 0 0 0 0 55.100 
Year 2021  0 0 0 0 0 0 0 0 
Year 2022 0 0 0 0 0 0 0 0 
Measure 13: Facilitating North Macedonia-Serbia cross-border crossing 
Year 2020 0 0 0 0 0 0 0 0 
Year 2021 0 0 0 0 1.300.000 0 0 1.300.000 
Year 2022 0 0 0 0 3.836.000 0 0 3.836.000 
Measure 14: Further development of the qualification system 
Year 2020 1.444.761 0 0 1.360.000 0 0 0 2.804.761 
Year 2021  1.494.761 0 0 1.436.000 0 0 0 2.930.761 
Year 2022 688.000 0 0 1.586.000 0 0 0 2.274.000 
Measure 15: Youth guarantee44 
Year 2020 5.300.000 0 0 

6.200.00045 
0 0 0 5.300.000 

Year 2021 4.700.000 0 0 0 0 0 4.700.000 
Year 2022 5.500.000 0 0 0 0 0 5.500.000 
Measure 16: Enhancement of financial benefits in the field of social protection 
Year 2020 36.865.190 0 0 0 0 0 0 36.865.190 
Year 2021  0 0 0 0 0 0 0 0 
Year 2022 0 0 0 0 0 0 0 0 

 

  

                                                           
44The Annual Budget of ESARNM is part of the Central Budget, although it is 100% financed by the social contribution for employment (insurance in case of unemployment) 
45These funds are foreseen within the draft Annual Action Programme (IPA II for Sector Budget Support). The Financial Agreement is expected to be signed by the end of 2020. IPA funds can be utilised as Budget support after 

fulfilment of defined criteria for Youth Guarantee and funds spent from the Central Budget. 
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Table 11: Reporting on the implementation of the structural reform measures of the ERP 2019-2021 

Stage of reform implementation: 0=no implementation; 1=implementation is being prepared; 2=initial steps have been taken; 3=implementation ongoing with some initial results; 4=implementation is 
advanced; 5=full implementation 

 Measure 1: Increasing the competitiveness of the electricity market 
Stage of reform 

implementation (1-5) 

Activities planned for 2019 

1. Adoption of bylaws for practical implementation of the Energy Law. 4 
2. Separation and certification of the transmission system operator in accordance with the Third Energy Package. 5 
3. Establishing market operator. 4 
4. Procedures for the appointment of NEMO in accordance with the EU CACM Regulation. 4 
5. All necessary activities for market merging with the Bulgarian electricity market. 4 

Description of 
implementation and 
explanation if partial or no 
implementation 

1. The Energy Law entered into force on June 5, 2018 - full implementation. Part of the bylaws has been adopted, and parts are under preparation. The deadline 
for full implementation of the bylaws is 18 months starting from June 5 - the date of entry into force of the Energy Law. The following bylaws have been adopted 
and approved by the Energy Regulatory Commission for the implementation of all the aforementioned activities: Tariff system for sale of electricity to consumers 
supplied by the universal supplier and supplier in the last instance, Rules for electricity supply for the universal supplier, Electricity Market Rules, Rules for 
electricity supply, Rules for electricity supply for covering the losses in the electricity transmission system, Rules for allocation of cross-border transmission 
capacities, Rules for electricity supply for covering the losses in the electricity distribution system, Compliance programme (EVN).  
2. Regarding the separation procedure, the Government of the Republic of North Macedonia adopted decision for transfer of shares from AD MEPSO to the 
Ministry of Transport and Communications. Within 30 days from the day of the transfer of the shares, the electricity transmission system operator starts the 
certification procedure. Prior to initiating certification procedure, the electricity transmission system operator shall set up new company - market operator within 
30 days from the day of subscription to the Central Depository. The process for obtaining a license is finished. Rules for certification have already been adopted. 
The procedure for assigning compliance officer is done and certification is done.  
3. According Article 68 paragraph 4 of the Energy Law, the operator of the electricity transmission system organises and manages the balance of services market. 
Within 90 days after the entry into force of the Energy Law, the electricity transmission system operator should adopt the balancing rules. The Balancing Rules 
are approved by the Energy Regulatory Commission in the second quarter of 2019. 
4. Pursuant the new Energy Law, price regulation has been abandoned. The tariff system for the sale of electricity to consumers provided by the universal supplier 
and supplier of last resort was adopted. After the adoption of the Universal Supplier Rules, as well as the choice of the universal supplier, price regulation is no 
longer applicable. The time periods depend of the parties involved in the Technical Assistance for North Macedonia for establishment of institutional set-up for 
organised market day-ahead. The establishment of independent company - market operator is in progress; license for working is ongoing and established of 
organised market operator (MEMO) is in progress. The Government will take a decision when MEMO will start to operate as soon as possible (MEMO will replace 
the Power exchange) Project for establishing organised market day-ahead is waiting for establishment of MEMO. 
5. The Energy Community Secretariat has organised technical assistance for North Macedonia for establishment of institutional set-up for organised day-ahead 
market, prepared by BORZEN-operator of the Slovenian electricity market and BSP-Slavic electricity market and NEMO (market-oriented). This draft model for 
organised electricity market was presented to the Government on May 30th. 2018. Part of this draft model for organised electricity market is also time frame for 
implementation. Activities are done. Borzen finished his work and now is the final phase of the process – MEMO establishment. 

 Measure 2: Promotion of renewable energy sources and improvement of energy efficiency 
Stage of reform 

implementation (1-5) 
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Activities planned for 2019 

1. Adoption of the bylaws deriving from the Energy Law in the field of Renewable Energy Sources. 4 
2. Adoption of Annual Programme for Financial Support for Electricity Generation from Preferential Manufacturers Using the 
Premium. 

5 

3. Conducting tender procedures with auction for granting the right to use premiums for preferential producers. 4 
4. Adoption of the Law on Energy Efficiency. 4 
5. Adoption of the bylaws arising from the Law on Energy Efficiency. 1 
6. Commencement of activities for preparation of typology of buildings needed for adoption of the Strategy for reconstruction of 
buildings by 2030. 

1 

7. Preparation of analysis of the manner of establishing the Energy Efficiency Fund. 1 

Description of 
implementation and 
explanation if partial or no 
implementation 

1. Except the Rulebook for installers, all bylaws deriving from the Energy Law in the field of Renewable Energy Sources were adopted. 
2. Adopted. 
3. The Ministry of economy in June announced a Public call for awarding a contract for the right to use premium electricity produced by photovoltaic power plants 
built on land owned by the Republic of North Macedonia, with a total installed capacity of 35 MW. In July, a Public call on awarding the right to use a premium for 
electricity generated and sold from photovoltaic power plants built on land not owned by the Republic of North Macedonia or on land owned by the Republic of 
North Macedonia on which right to use has been established was announced and here the total installed capacity of the photovoltaic power plants for which a 
premium will be granted is 27 MW. The procedure for both tenders is ongoing and the auctions will be conducted until the end of this year. 

4. The draft Law on Energy Efficiency currently is in Governmental procedure and the same is expected to be adopted until the end of this year. 
5. All the secondary legislation deriving from the Law on Energy Efficiency will be adopted next year, after adoption of the Law on Energy Efficiency 
6. Technical assistance is provided for preparation of the typology of buildings in accordance with the TABULA methodology. The same will be completed next 
year. 
7. An Public Sector Energy Efficiency Project is currently under implementation through which, according the key findings and agreements reached during the 
last mission in May, the project will include a 25 million of euros - loan to reduce energy consumption in the public sector and support the establishment and 
operationalisation of a sustainable financing mechanism for the public sector (the proposed Energy Efficiency Found). The Fond for Energy efficiency will be 
regulated with separate law. 

 Measure 3: Facilitating North Macedonia-Serbia cross-border crossing 
Stage of reform 

implementation (1-5) 

Activities planned for 2019 
1. Approval of the Application for Investment Grant (first screening mid of 2019, final approval end of 2019) 5 
2. Preparation of the GAF Investment Grant  5 

Description of 
implementation and 
explanation if partial or no 
implementation 

Grant Investment Application Form is sent to the WBIF Steering Committee on November, 30th 2018. Approval of the Application will be at the end of 2019.The 
works are envisaged to start mid of 2020. 

 Measure 4: Implementation of an Intelligent Transport System (ITS) along Corridor 10 
Stage of reform 

implementation (1-5) 

Activities planned for 2019 
1. Closure of financial construction, provision of funds for implementation and approval of the programme. 5 
2. Start the process for selection of the contractor for construction and selection of supervision for construction. 0 

Description of 
implementation and 

1. Project documentation was prepared and revised in 2019. The technical documentation was subject to audit and revision in terms of compliance with the 
European directives and experiences in the field of intelligent transport system. The control centre is constructed near the Petrovec toll station and upon 
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explanation if partial or no 
implementation 

procurement of the equipment, it will be installed in this control centre. Within the Western Balkan Trade and Transport facilitation project, the implementation 
of the Intelligent Transport System is envisaged to be part of Component 2 of this Project. The financial construction is finished. 

2. This is project at very early stage. The project documentation is prepared, now under different project (WBTTF) the construction will be executed. A loan 
agreement is signed during 2019. A PIU is in phase of staffing and when the contract will be signed the project implementation will continue. 

 Measure 5: Improving of irrigation system 
Stage of reform 

implementation (1-5) 

Activities planned for 2019 

1. Continuing construction activities for dam Konsko.  
2. Starting construction activities for dam Rechani.  
3. Continuing construction activities for irrigation system Raven – Rechica.  
4. Finishing technical documentation and starting procedure for issuing construction permit for dam on Slupchanska river.  
5. Continuation of discussions and acting upon EIB’s recommendations for loan approvement for construction of II stage - irrigation 
and III stage - energy for HS Zletovica 

 

6. Starting construction activities for irrigation system South Vardar – second phase.  
7. Completion of technical documentation and start construction work on three irrigation systems  

Description of 
implementation and 
explanation if partial or no 
implementation 

1. Dam Konsko: Construction works progressing according to contract (30.7 %) 
2. Dam Rechani: Construction license issued and constructor started with work in October 2019. 
3. Raven – Rechica: Construction works progressing according to contract (14.5 %). 
4. Dam on Slupchanska river: The technical documentation is completed, but the procedure for issuing construction permit is prolonged for 2020. 
5. HS Zletovica (2 and 3 stage): Advancement in negotiations with EIB for financing the construction, finalisation expected in 2020. 
6.South Vardar – second stage: Construction works going on in accordance to the contract 
7. IPA irrigation systems: IPA project objective is preparation of technical documentation for 8irrigation systems in total. During 2019, technical documentation 
has been finished for construction of 3 irrigation systems and constructors were selected for 2 irrigation systems (for 1 irrigation system tender failed). Until may, 
2020 technical documentation must be finished for the rest 5 irrigation systems. 

 Measure 6: Consolidation and defragmentation of agricultural land 
Stage of reform 

implementation (1-5) 

Activities planned for 2019 

1. Adopt a revised and improved legal framework for the consolidation of agricultural land. 4 
Strengthening the capacities of MAFWE, especially the regional units and the Sector for Consolidation of Agricultural Land 
exchange and identification of land parcels. 

4 

3. Preparation of 12 feasibility studies (analysis of the current state) of selected micro locations as potential consolidation areas. 4 
4. Selection and training of service providers for the preparation of consolidation plans and infrastructure plans. 5 
5. Preparation of procedure and methodology for preparation of consolidation plans and plans for infrastructure. 5 
6. Preparation of 9 consolidation plans for selected consolidation areas. 5 
7. Implementation of the consolidation procedures in the pilot regions in CC Konce and CC Egri. 4 

Description of 
implementation and 
explanation if partial or no 
implementation 
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 Measure 7: Agricultural cooperatives 
Stage of reform 

implementation (1-5) 

Activities planned for 2019 

1. Providing continued financial support for cooperatives (continues from the previous period). 2 
2. Encouraging the process of market-oriented association of farmers in agricultural cooperatives. 0 
3. Revising the legal framework for agricultural cooperatives in the way that cooperative principles are better fulfilled. 3 
4. Support for investments in processing, finalisation and marketing of agricultural products. 0 

Description of 
implementation and 
explanation if partial or no 
implementation 

1. Public Call is announced for applying for using the funds from the Programme for Financial Support of the Rural Development for 2019 for 
measure 131 "Economic Association of Agricultural Holdings for joint agricultural activities". 
The reform will continue in 2020 
2. No implementation due to delay in the procedure of amending the Law on agricultural cooperative. 
3. The activities are carried out with the support of the project “Support to agricultural cooperatives in the Republic of North Macedonia” funded from Delegation 
of the European Union. 
Public Call is announced for declaring interest in the development of agricultural cooperatives. 
4.No implementation 

 Measure 8: Financial support of investments 
Stage of reform 

implementation (1-5) 
Activities planned for 2019 1. Financial support for investments  
 2. Financial support for competitiveness  
   
Description of 
implementation and 
explanation if partial or no 
implementation 

 

 Measure 9: Financial support for micro, small and medium enterprises 
Stage of reform 

implementation (1-5) 
Activities planned for 2019 1. Support for SMEs with a rapid growth tendency ("Gazelles")  
 2. Support for micro enterprises  
 3. Support for professional training and practice for newly employed young people  
Description of 
implementation and 
explanation if partial or no 
implementation 

 

 Measure 10: Increasing competitiveness in the tourism and hospitality sector 
Stage of reform 

implementation (1-5) 
Activities planned for 2019 1. Establishing process for destinations management,  
 2. Implementation of large infrastructure and small investment sub-grants according to the grant scheme  
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3. Strengthen capacities for implementation of activities of key government institutions, as well as the private sector and civil 
society associations, in order to play an active role in tourism development 

 

 4. Improved access to international markets, improved destination management and improved tourism services  
Description of 
implementation and 
explanation if partial or no 
implementation 

 

 Measure 11: Harmonisation of the Public Procurement Legal framework with the Acquis Stage of reform 
implementation (1-5) 

Activities planned for 2019 Preparation of bylaws arising from the next PPL 5 

Description of 
implementation and 
explanation if partial or no 
implementation 

New Law on public procurement in January 2019. It incorporates key changes for preventing misuse and corruption in public 
procurement by improving transparency, accountability and integrity as well as improving quality. The law reflects the latest EU 
directive with the most economically advantageous offer as the main criteria. To increase transparency and accountability, the 
institutions are obliged to publish annual public procurement plans, thus allowing companies to become informed and plan 
accordingly, to publicise all public procurement contracts and annexes as well as monitoring and reporting on the implementation 
of the whole procurement and contracting cycle. 

 

 Measure 12: Development of a National E-Services Portal Stage of reform 
implementation (1-5) 

Activities planned for 2019 

1. Entering data on services from remaining laws in the Catalogue of services and maintaining the up-to-date data in the 
Catalogue. 

4 

2. Qualitative analysis on data entered in the catalogue (administrative guillotine). 1 
3. Development and adoptions of the bylaws on the respective regulatory acts. 4 
4. Improvement of the National Portal with the Single Sign On functionality. 4 
5. Development of new electronic services. 3 
6. Launch and promotion of the National e-services Portal. 4 
7. Training for public sector employees - users of the portal. 2 

Description of 
implementation and 
explanation if partial or no 
implementation 

1. Data for all services from primarily 50+140selected laws were entered by 2019. The process of filling in the Catalogue is structured in three main phases: 
entering data for identified service, verification of the data by competent authorities and final approval from MISA. So far, data for more than 1300 services has 
been entered, and some of them have been verified and approved. 
2. Reports from the software solution for Catalogue are being developed, specifically the ones that will be used for the analysis. Stakeholders, partners, experts 
and involved parties that will be responsible for the analysis, are being identified. 
3. The bylaws have been prepared and are in the consultations phase before their adoption. 
4. Single Sign On functionality has been developed and integrated with the Portal, and will be fully functional when the Portal is launched. 
5. New electronic services have been developed and integrated with the Portal, and will be fully functional when the Portal is launched. 
6. Promotional materials have been prepared and campaign planning process is already underway. In order to enable larger number of users to register on the 
Portal on the launch date, the integration with the SSO of the Public Revenue Office is undergoing, with already confirmed user identities at PRO.  
7. A large part of training materials and guidelines are developed. 
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 Measure 13: Reducing the informal economy Stage of reform 
implementation (1-5) 

Activities planned for 2019 
1. Analysis of the system for monitoring the informal economy 1 
2. Develop tools that ease inspection procedures for undeclared work prevention 1 
3. Design voucher-based system or equivalent mechanisms which promote better working conditions 1 

Description of 
implementation and 
explanation if partial or no 
implementation 

1. Activities will be supported through the IPA Project – Improving working condition. The project is planned to begin in November 2019. 
2. Activities will be supported through the IPA Project – Improving working condition. The project is planned to begin in November 2019. 

3. Activities will be supported through the IPA Project – Improving working condition. The project is planned to begin in November 2019. 

 Measure 14: Improving Infrastructure and Access to Finance for Research, Development and Innovation Stage of reform 
implementation (1-5) 

Activities planned for 2019 
1. Fund for Equity and Mezzanine Investments (FEMI) 2 
2. Science and Technology Park (STP)  3 
3. Co-financed Grants for Commercialisation of Innovation 5 

Description of 
implementation and 
explanation if partial or no 
implementation 

1. Preliminary consultations with relevant stakeholders have been conducted for development of the relevant bylaws. These consultations demonstrated interest 
among the investors. In expectation of allocation of additional funds for this measure by a potential investment partner, the implementation of this measure has 
been postponed.  
2. An event has been organised for the initial launching of the STP on the premises of the technical faculties campus. University based accelerator has been 
incorporated as a starting point/ one pillar of the STP.  
3. A public call has been announced on 30.03.2019 under this instrument of support.487 applications have been received. It is expected that by the end of 2019, 
grants in amount of EUR 12.5 million shall be awarded under this call.  

 Measure 15: Trade facilitation Stage of reform 
implementation (1-5) 

Activities planned for 2019 

The Customs Administration of the Republic of Macedonia will upgrade the customs systems intended for data exchange 
between the customs authorities in the region, to purchase a new server with appropriate storage for incoming SEED + data and 
to purchase a new Firewall / Router to improve the current and to establish additional VPN links for processing of increased flow 
of messages and creating active network security equipment. 

 

The Food and Veterinary Agency will develop transparent tools for extending the TRACEE Certificate of Veterinary Application 
with an appropriate warehouse for hosting a new software module to support the workflow of issuing certificates and Firewall 
equipment. 

 

The Phytosanitary Directorate will create a system for phytosanitary certificates for which a new central server will be procured 
with adequate storage of a national phytosanitary software application and a firewall / router to establish VPN links to remote 
locations with permanent licenses for VPN clients. 

 

Description of 
implementation and 

Activities planned for 2019 have been postponed for 2020. The delay is due to the fact that the signed grant with EC in 
December 2018 is not yet operational, awaiting for the new staff to be allocated in CEFTA Secretariat that will be responsible for 
maintaining SEED+. 
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explanation if partial or no 
implementation 

 Measure 16: Further development of the qualification system Stage of reform 
implementation (1-5) 

Activities planned for 2018 
3/2018 Implementation and operationalisation of the system for the observatory of skills. Linking it to the information systems of 
all involved institutions for downloading data. Conducting training for the using of MES trainings for skills that are involved in the 
process of creating educational policies. 

3 

Activities planned for 2019 

1. Development of 5 qualifications required by employers and flexible access to their acquisition 5 
2. Development of training programs and trainings for specific workplaces for further qualification 5 
3. Strengthening the cooperation between higher education institutions and the private sector, as well as secondary vocational 
schools and the private sector in order to ensure quality practical work for students in companies. 

5 

Description of 
implementation and 
explanation if partial or no 
implementation 

- A total of 67 qualifications were developed (passed through the entire quality assurance process and are approved) and there are additional 14 
qualifications that are prepared and need to pass through the quality assurance process during the approval process. 

- A total of 9 Sectorial Qualifications Committees have been established. 
- The software development for the Observatory of Skills is fully completed. The private and public web portals have been developed. Web services for 

electronic data exchange have been developed, as well as the alternative module for data exchange with institutions that do not have the possibility for 
electronic exchange. All pre-defined statistical reports that will be publicly available, as well as the statistical reports that will be used for the needs of the 
MoES, have been prepared. An electronic data exchange with the state universities has been established, the data from them have been undertaken and 
an analysis has been made. At the moment the Universities are improving the quality and validity of the data for the students, so that the statistical reports 
from the Skills Observatory are relevant. In order to monitor the status of students after the completion of education, an electronic connection was also 
made with the system of the Employment Agency of the Republic of Macedonia, from which data on the employment status of graduates are taken. 
Activities for collecting data from private universities are underway. 

- 11 new adult education programs have been developed and five adult education programs have been redesigned, and a total of 49 special programs have 
been verified. 

- The number of employers where the practical training is carried out is a total of 973, and with 473 Memoranda of Cooperation were signed. 

 Measure 17: Youth guarantee Stage of reform 
implementation (1-5) 

Activities planned for 2019 
 1. Implementation of the YG measure 4 
 2. New Unit for Youth Employment within the Sector for Active Employment Measures and Services 1 
 3. New employments in ESARNM 1 

Description of 
implementation and 
explanation if partial or no 
implementation 

 1. In 2019, the YG measure is being implemented throughout the country, with special emphasis on 3 regions (Polog, Northeast and Southwest), where the 
number of young people belonging to the category NEETs is the biggest. As of 21.100.2019, the total number of unemployed people included in the YG is 
16624, out of which 34% have successfully exited YG in a period of 4 months after registration as unemployed 

 2. In the first half of 2019, a detailed Functional Analysis of the ESARNM was carried out by KPMG Bulgaria, in order to provide more information which will be 
relevant for new Rulebooks on internal organisation and for systematisation of job positions in ESARNM. The Functional Analysis Report confirmed the need to 
establish a separate Unit for Youth Employment, and also contains other suggestions and recommendations for improving the functioning of the ESARNM, which 
will be incorporated in the preparation of the new Rulebooks. 
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 3. Applies the same as in point 2. 

 Measure 18: Enhancement of financial benefits in the field of social protection Stage of reform 
implementation (1-5) 

Activities planned for 2019 

1. Adoption of a new Law on Social Protection  
2. Adopting new bylaws (rulebooks, guidelines, norms, etc.),  
3. Trainings for the persons employed in the social protection system in order to become acquainted with the new solutions and 
their smooth implementation 

 

4. Public campaign for the new legal solutions in order to familiarize end users  
5. Finalization of the upgrade of the software solution for administering monetary rights  
6. Defining, designing and testing new software for administration of money rights and social services  
7. Implementation of the new software for administration of monetary rights and social services  
8. Establishing mechanisms for controlling of the functioning of the system  

Description of 
implementation and 
explanation if partial or no 
implementation 
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Annex 1 

Expected impact on improvement of the situation regarding the land abandonment and utilisation of state 
owned agricultural land 

The land consolidation regulatory framework is not directly dealing with land abandonment, as the basic 
precondition for participation in the land consolidation projects is holding the right of ownership over the asset 
(agricultural land), not the utilisation of the land. The main instrument for combating land abandonment is the legal 
instrument for taxation of unutilised agricultural land under the Law on property Taxation. However, with several 
mechanisms that are part of the three generic phases of land consolidation, the land consolidation instrument is 
contributing towards combating land abandonment to a great extent. Namely, the mechanisms for buying and 
selling of private land within the land consolidation process which are available according to the legal framework 
enables those landowners who are not utilising the agricultural land and very frequently do not even live in the 
country to sell it to the landowners who are actually utilising the agricultural land in the respective area. The sale 
purchase interest is identified during the feasibility phase by preparation of Land Mobility Map and further facilitated 
in the process of re-allotment planning under the direct supervision of the Land Consolidation Commission in 
MAFWE. In addition, the unutilised (vacant) state owned agricultural land can be subject to lease in accordance 
with the special rules for leasing within the land consolidation projects as explained above. All the above 
instruments for combating land abandonment have been included in the amendments to the Law on Consolidation 
of Agricultural Land. In general, the consolidation of the private parcels contributes as well to eradication of the 
non-utilisation and underutilisation of the land already owned by single owner of multiple small and scattered land 
parcels, as the consolidation of these scattered parcels in combination with improvement of the infrastructure is 
providing for an opportunity for better access and utilisation of the privately owned land.  

The state owned land, if included in a proper way in the land consolidation process is considered as an important 
tool can catalyse of the process itself with a main objective to consolidate the private farm holdings. In the national 
regulatory framework on land consolidation, the state as an owner of agricultural land was included in the process 
of land consolidation under the same terms and conditions as the land of private landowners through a proxy 
appointed by the Ministry of Agriculture, Forestry and Water Economy with the amendments to the Law of May 
2018. The basic rules for re-allotment and valuation of the land parcels that apply for all participants in the land 
consolidation process apply to the state owned land as well.  

In addition, the state owned land, if in sufficient quantity within the specific land consolidation area in the process 
of majority based land consolidation, should be primarily used for construction of rural infrastructure envisaged as 
a part of the LC project and by using this mechanism, the deductions of maximum 5% for rural infrastructure from 
the private landowners (farmers) are lower than the ceiling statutory envisaged. Furthermore, the mechanism for 
leasing of the vacant state owned agricultural land during the land consolidation process, under conditions that 
differ from the regular leasing procedure envisaged in the Law on Agricultural Land are prescribed in with the 
amendments of the legal framework on land consolidation. The sitting tenants on the leased state owned land 
included in the majority based land consolidation projects, are protected through possibilities for continuation of 
the lease in cases where the state owned land is re-parcelled or by guarantees for losses compensation determined 
by an authorised valuator in the cases where there is not a sufficient quantity of state owned land after the re-
allotment and deductions for infrastructure.  The added value to the state owned land done by the long term tenant 
is subject to statutory compensation by the new owned after the re-allotment based on valuation of the added value 
in accordance with the relevant methodology for valuation of the assets in the agriculture. The inclusion of the state 
owned land in voluntary projects in terms of single plan exchange is regulated in amended Law on Land 
consolidation and the basic requirement is that the state owned land after the re-allotment plan is approved should 
not be of lower value than the value of the state owned agricultural land initially included in the voluntary land 
consolidation project. The outright sale of state owned land within the land consolidation projects, especially 
relevant for the voluntary land consolidation as it can increase the overall land pool and increase the possibilities 
for success of the overall project in terms of bigger number of participants, is not yet regulated as the interventions 
in the regulatory framework are part of larger package of amendments needed to the Law on Sale of Agricultural 
Land. Detailed analyses of the situation with recommendations for improvement of the regulatory framework and 
the process of privatisation of the state owned land in general, including the privatisation in the land consolidation 
has been prepared by FAO and submitted to MAFWE as a final draft in September 2019. The process of 
amendments to the land policy and legislation is expected to be initiated in accordance with the recommendations 
and in close cooperation with the EU funded MAINLAND project in the last quarter of 2019. 


