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4. STRUCTURAL REFORMS IN 2019-2021  

4.1. Identification of key obstacles to competitiveness and inclusive growth 

Economic activity stagnated in 2017 as modest growth in the last months only compensated for the disappointing 
first half of the year. Though private consumption remained resilient to the political crisis, public consumption and 
investments dropped by 1.5% and 4.5% respectively, mainly due to a decline in construction activities by 13.7%.  

In the first quarter of 2018, output growth almost stagnated by only 0.1%, as gross capital formation fell by 9% 
largely because of delays in public infrastructure spending. In the second quarter of 2018, the robust growth of 
export and declining import, as well as final consumption growth contributed to economic recovery. The growth 
expanded by 3.1%, despite further decline in investment spending by 11.3%. Analysed by sectors, positive 
contribution came from the manufacturing sector, services and agriculture, while construction industry contracted 
sixth quarter in a row. The FDIs, that are drivers of employment and growth, amounted EUR 325 million in first half 
of the year and exceeded the total FDI in 2017. The labour market continued to improve as annual employment 
rate in the second quarter expanded by 0.9 p.p. to 44.9%, and unemployment dropped to 21.1%.  

The clear EU perspective and the policies the Government implements, contributed to economic recovery, though 
still very fragile. In order the growth to be sustainable in a longer term, there is a strong need for pursuing structural 
reforms that shall boost investments, productivity and job creation in high technology intensity industries. If 
analysed some high-frequency data for the first seven months of 2018, it shows that the share of manufactured 
products in total exports is about 90%. Export is mainly driven by foreign companies that are largely specialized in 
technology-intensive sectors. Also, by looking at high-frequency indicators on industrial production for the same 
period, manufacturing, which accounts over 80% of industrial production, outperformed the overall industrial 
production index, rising by 7.9% compared to 5.5%. But, if 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. 

 

The ranking of Macedonia by UNIDO Competitive Industrial Performance Index 20181 improved by one place 
compared to previous report, yet if compared to other countries, there is a need for increasing the share of high-
value added manufacturing industry in economy output. 

 

                                                           
1 https://stat.unido.org/country/MKD.pdf;jsessionid=5302677C31C67CE81999C66B812E7916 
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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 currently the GDP per capita in Macedonia is around 35% of EU average. The IMF 
Analysis on FDI in New Member States and Western Balkans2 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 
20183, 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 20184, 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%, 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. The system of social protection should be redesigned as to provide support to most 
materially vulnerable families, while encouraging working-capable beneficiaries to improve their living standard by 
looking for employment opportunities. 

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 efficiency5.   

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 as domestic firms still have difficulty accessing loans due 
to high collateral requirements, especially for SMEs6. 

Based on monitoring the economic governance process and assessing the ERP 2018-2020, EC policy guidance 
recommends the challenges that need to be immediately tackled, such as low participation in labour market, skills 
mismatch, lack of legal certainty for companies, significant brain drain, quality and efficiency of public spending, 
lack of systematic, efficient and transparent law enforcement, many para-fiscal charges at different administrative 
levels, size of informal economy, quality of education system as a whole, coverage of labour market measures in 
particular for low-skilled unemployed and better targeting of social benefits. 

                                                           
2http://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 
3 https://ec.europa.eu/growth/industry/innovation/facts-figures/scoreboards_en 
4 https://ec.europa.eu/growth/industry/innovation/facts-figures/scoreboards_en 
5 http://www.oecd.org/south-east-europe/programme/competitiveness-south-east-europe.htm 
6 http://www.oecd.org/south-east-europe/programme/competitiveness-south-east-europe.htm 
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4.2. 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: Facilitating Macedonia-Serbia cross-border crossing 
Measure 4: Implementation of an Intelligent Transport System (ITS) along Corridor 10 

Agriculture sector development 
Measure 5: Improving of irrigation system 
Measure 6: Consolidation and defragmentation of agricultural land 
Measure 7: Agricultural cooperatives 

Industry sector development 
Measure 8: Financial support of investments 
Measure 9: Financial support for micro, small and medium enterprises 

Services sector development 
Measure 10: Increasing competitiveness in the tourism and hospitality sector 

Business environment and reduction of the informal economy 
Measure 11: Harmonization of the Public Procurement Legal framework with the Acquis 
Measure 12: Development of a National E-Services Portal 
Measure 13: Reducing the informal economy 

Research, development and innovation and the digital economy 
Measure 14: Improving Infrastructure and Access to Finance for Research, Development and Innovation 

Trade-related reforms 
Measure 15: Trade facilitation 

Education and skills 
Measure 16: Further development of the qualification system 

Employment and labour markets 
Measure 17: Youth guarantee 

Social protection and inclusion 
Measure 18: Enhancement of financial benefits in the field of social protection 

4.3. Analysis by area and structural reform measures 

4.3.1 Energy and transport market reform 

Energy market reform. The Republic of 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 2016, domestic generation accounts for 70.77%, while imports account for 29.23%. The total 
installed capacity of the power plants for generation of electricity for 2016 is 2,057 MW. 

The Republic of Macedonia has high consumption of total energy per GDP compared to the developed countries, 
although it has low energy consumption per capita. The energy-intensity indicator expressed as the ratio between 
total energy demand per unit of GDP is worsened by 2% in 2016 (332 kgoe/1,000 euro in 2015, 338 kgoe/1,000 
euro in 2016), indicating the energy efficiency as an important contributor to this trend. For comparison only in the 
EU-28, the total energy required per unit of GDP was 120 kgoe / 1,000 euro in 2015. 

In 2016 in Paris, within the framework of Summit for the Western Balkan Countries (WB6), the Republic of 
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 
the smart support measures that improve the sustainability of energy systems, fostering climate action and 
fostering transparency of sustainable energy markets.  

According the WB6 Electricity monitoring report from June 2018 prepared by the Energy Community, bellow are 
given tables for overall implementation of soft measures, implementation of harmonized public procurement rules 
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for specific energy related procurements and harmonization of value added tax regimes for electricity related cross-
border transactions. 

 

The preparation of the Energy Efficiency Law is underway, in which the provisions and obligations arising from the 
Energy Efficiency Directive shall be implemented. 

Transport market reform. The economic development of 
the Republic of Macedonia, as a small continental 
country, depends to a large extent on a well-developed 
transport network, since the economy is largely 
dependent on trade. In order to achieve high quality 
regional connection, reduce the distance to foreign 
markets and reduce transport costs, the country was 
focused towards rehabilitation and completion of a large 
part on road and rail sections in the past period. 

The government is focused on development of 
infrastructure, especially transport infrastructure, in order 

to better connect with the EU markets and access to the nearby sea ports in Greece and Bulgaria. Road 
infrastructure is important, since most goods, including exports, are transported via roads (over 91.7% of freight is 
transported by road, whereas only 8.2% is transported by rail7). The most important transport corridors in 
Macedonia are the Pan-European Corridor X, extending from north to south across the country (from the border 
with Serbia to the border with Greece) and Pan-European Corridor VIII, extending from east to west and connecting 
the port of Durres to Albania with the ports of Burgas and Varna on the Black Sea in Bulgaria. 

The domination of road transport, especially in the transport of goods, leads to an increase in delays at the border 
crossings and reduction in the rapid flow of goods, which imposes the need for undertaking measures that will 
contribute to reducing the imbalance in transport by increasing the share of the railway transport. Facilitating 
international rail transport by reducing the waiting time at border crossings by shortening border crossing 
procedures in accordance with the one stop shop principle will contribute to increasing the competitiveness of the 
railway transport, and thus strengthening the competitiveness of the Macedonian economy in general. 
Progress has been made in the implementation of construction projects and projects for preparation of construction 
documentation in relation to road and rail sections along Corridor VIII and X (Xd), as part of the indicative extension 
of the TEN-T network in Southeast Europe that provide connectivity with neighbouring countries and better 
integration of Europe. As a result, significant efforts and resources have been earmarked to the development of 
these corridors. 

Road Corridor X is the north-south link and connection to Serbia and Greece and furthermore with the European 
continent. With the construction of the Demir Kapija - Smokvica section that ended in April 2018, the entire Corridor 
X, which is 172 km long, was completed at the level of highway. Road Corridor VIII is 304 km long, extends along 
the east-west direction, but only 37% have been upgraded to highway level, thus it needs further upgrading. 
Railway Corridor VIII will provide a direct rail link between the Republic of Macedonia and Bulgaria, access to their 
ports and an alternative transportation opportunity for Macedonian companies. The development of the road and 

                                                           
7 Source: State Statistical Office 
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railway infrastructure in the next period will be supplemented by the implementation of the horizontal measures, 
part of the connectivity reform measures. 
Within the Operational Program for Regional Development, a National Transport Strategy (2018-2030) was 
prepared covering the already existing activities that are planned to be realized in this period as well as new priority 
activities in the area of transport. The Strategy is to improve the economic efficiency, safety and accessibility of 
transport, environmental impact management and future transport activities and ensure integration with other 
sectoral policies. The draft text of the strategy is in the process of public consultation, followed by adoption by the 
Government of the Republic of Macedonia. 
In December 2017 the Parliament of the Republic of Macedonia ratified the Treaty establishing the Transport 
Community. The establishment of the headquarters and other bodies for operative functioning of the Transport 
Community are currently ongoing.  

Measure 1: Increasing the competitiveness of the electricity market 

1. Description of the measure 

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

The main reason for starting with energy market liberalization is to bring about competitive pricing and innovative 
offers from retailers for the benefit of consumers. The consumers are eligible to choose their electricity provider 
and buy electricity from a retailer of their choice at a price plan that best meets their needs, or remain on the 
regulated tariff rate. 

The adoption of the new Energy Law enabled fulfilment of the energy "soft measures", removal of the main legal 
obstacles for the establishment of an organized electricity market, as well as complete energy market liberalization 
that will start from 01.01.2019 when a universal supplier will be selected. According to the new Energy Law, 
Macedonia phased out regulation of generation prices and established a right of all customers to switch their 
supplier. Further activities will be undertaken for fulfilment of the group 4 "soft measures". 

The Republic of Macedonia should adhere to a power exchange existing in some of the neighbouring countries or, 
if economically justified (considering liquidity and economic viability) create an own power exchange, enabling 
wholesale market trade. An Action Plan for the establishment of a national organized electricity market (power 
exchange) is adopted and JSC MEPSO, as an electricity market operator, is in charge to implement it. By 
establishing power exchange, reliable functioning of a liquid electricity market and creation of conditions for 
increased competition in the supply of energy to consumers in the Republic of Macedonia will be ensured. The 
Energy Community Secretariat already provided technical assistance for a viable and compatible solution for 
organizing a day-ahead electricity market and institutional arrangements suitable for coupling the national day-
ahead electricity market with neighbouring markets, as well as procedures for designation of NEMO in accordance 
with the EU CACM Regulation. This draft model for an organized electricity market was presented in the 
Government on 30th of May 2018. 

The procedure for the adoption of the Electricity Market Rules is completed. The level of trading on power exchange 
in isolated mode (before market coupling) it is expected to be around 5% from the total consumption of electricity. 
Increase in liquidity is expected after market coupling with at least one of the neighbouring country. The new 
balancing mechanism is completely market-oriented and will apply to all participants in the electricity market. The 
electricity transmission system operator organizes and manages the balancing energy market. Procedures for 
adoption of the Rules for balancing are ongoing. The electricity transmission system operator (JSC MEPSO (TSO)) 
will procure balancing services from the Balance Service Providers in national and in perspective from a regional 
balancing market at competitive conditions. The incumbent generation company JSC ELEM signed a 
Memorandum of Understanding with the Energy Community Secretariat, which will provide technical assistance 
for improving their 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 generation price. This will enable fulfilment of the group 2 and 4 "soft measures". 

a. Planned activities for 2019 

- Adoption of the secondary legislation to ensure implementation of the Energy Law in practise 
- Unbundling and certification of the transmission system operator in accordance with the Third Energy 

Package 



8 

- Establishment of market operator 
- Procedures for designation of NEMO in accordance with the EU CACM Regulation 
- All necessary activities for market coupling with Bulgarian stock exchange 

b. Planned activities for 2020 

- Adhering to neighbouring power exchange 

2. Expected impact on competitiveness  

This measure will enable a liquid electricity market and create conditions for greater competition in the supply of 
energy to consumers in the Republic of Macedonia, increasing the number of companies participating in the open 
energy market. Further completely liberalization of the electricity market also has indirect effects on other economic 
sectors, which encourage increased productivity driven by competition in the energy sector. OECD estimates 
benefits in millions of euros with the implementation of soft measures in the short and medium term. 

3. Key Performance Indicators 

With the functional organised day-ahead market, is expecting trading with at least 5% from the total consumption 
of electricity in isolated mode.  

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

For the realization of the activities that are related to the establishment of power exchange it is envisaged that 
about 1 million Euros are needed which would be provided from JSC MEPSO's own funds and donors. In 2019 
and 2020 year EUR 960.000 will be spend for opening of new work positions, installation of new software used for 
coupling the national day-ahead electricity market with neighbouring markets as well as procedures for designation 
of NEMO and unexpected costs. 

5. Expected impact on employment and gender 

Opening the electricity market positively affects employment, taking into account that the opening of new 
companies directly affects the opening of new permanent positions. The gender equality will be respected in the 
process of implementation of the measure. 

6. Potential risks 

Risk Probability Potential impact Mitigating actions 
Delay in adoption of the secondary 
legislation 

  5-10%   High Close monitoring of the process 
 

 

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

1. Description of the measure 

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

Greater utilization of renewable energy sources (RES) and improvement of energy efficiency (EE) is one of the 
main strategic goals in the energy sector. According to the RES Action Plan, the percentage share of RES in 2020 
should be 23.9%, and in 2025 should be 25%. According to the Second Progress Report on RES, the share of 
RES in 2014 is 19.7% and in 2015 it is 19.9%. 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 and 
Strategy for building renovation. In accordance with the Sustainability Charter signed within the Western Balkans 
Summit (WB6), the Republic of Macedonia has committed itself to introducing market-oriented support 
mechanisms for the promotion of RES (auctions and feed-in premiums). Currently the secondary legislation is into 
preparation. According to the new secondary legislation the Government of the Republic of Macedonia will 
announce a public call for awarding several locations for the construction of photovoltaic power plants with a 
capacity up to 200MW, which will provide state land with regulated infrastructure and connection to the electricity 
grid. Also, the Government of the Republic of Macedonia in the next period will announce a public call for 
construction of wind power plants with a capacity up to 50 MW using feed-in premium at locations for which there 
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is already determined potential for wind energy production. As well separate premiums will be awarded on private 
lend by transparent and competition procedure. 

According to the Premium analyses (within the Clean Energy Investment Project) the total estimated cost for the 
premiums to be paid in 2022 is 7.8 million euro. 

The Third Energy Efficiency Action Plan identifies the priorities for achieving the indicative savings target by 
introducing measures in the most important sectors: public sector, industry, commercial, energy and transport 
sectors. The realized energy savings in 2016 are in the amount of 102.5 ktoe, which is 6.27%. Final estimated 
primary energy consumption in Macedonia amounts to 3014 ktoe in 2020 and the value of ‘individual cap 
consumption’ is 3270 ktoe. This means that Macedonia will keep the consumption of primary and final energy 
consumption according to the cap consumption set for the EnC countries where the primary energy savings in 
2020 are estimated to be 256 ktoe at annual level and the final energy savings in 2020 are estimated to be 226,27 
ktoe. 

It is necessary to adopt a Strategy for the renovation of buildings 2050, which should analyse existing policies and 
instruments regarding the effectiveness and should propose adequate measures. Also, it is necessary adopt the 
new Law for Energy efficiency and the accompanying secondary  legislation as well as to establish and to start as 
soon as possible with practical operation of the Energy Efficiency Fund in order to support the faster implementation 
of the successful energy efficiency programs and for the improvement of the investments. 

The responsible institutions for this measure for promotion of renewable energy sources and improvement of 
energy efficiency are: the Government of the Republic of Macedonia, the Ministry of Economy, the Energy Agency, 
the Energy Regulatory Commission and JSC MEPSO. 

a. Activities planned in 2019 

- Initiation and construction of power plants using RES 
- Adoption of the secondary legislation 
- Tender procedures for acquiring the right to feed-in premiums 
- Signing Feed-in Premium Agreement 
- Starting  activities for Preparation of the Strategy for the renovation of buildings by 2050 
- Further harmonization and implementation of the legislation for energy services contracts 
- Decision by the Government to determine which buildings of state bodies will be subject to reconstruction 

in 2019 
- Initial activities for preparation of separate Law for establishing an EE Fund 

b. Activities planned in 2020 

- Further construction of power plants using RES 

2. Expected impact on competitiveness 

The implementation of the measure will ensure: diversification in supply, increased competition on energy markets, 
increased utilization of renewable energy sources, increased of domestic energy production, security and continuity 
in the energy supply of households and companies in the Republic of Macedonia will be ensured, reduction of 
greenhouse gas emissions and improvement of the general state of the environment and will help for the smooth 
transition of the country to а competitive economy. 

3. Key performance Indicators 

The percentage share of RES should be 23.9% up to 2020. The primary energy savings in 2020 are estimated to 
be 256 ktoe at annual level and the final energy savings in 2020 are estimated to be 226.27 ktoe. 

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

For the implementation of the measure EUR 1.348.500 are planned in the Budget for salaries for new work 
positions, installation of new software for premiums and funds that will be used for subsidies and premiums. Grant 
for installation of photovoltaics panels on public buildings in rural municipalities will be provided in the amount of 
EUR 1.800.000.  
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5. Expected impact on employment and gender 

Temporary and permanent jobs in renewable energy can be created directly and indirectly along the entire value 
chain, including in the manufacturing and distribution of equipment; or even in services like project management, 
installation, operation, and maintenance. In the construction sector, construction workers and highly skilled staff 
are engaged. Additionally, in the course of the operation and maintenance of electricity, the plants will need 
additional employment. Also domestic companies from the production sector, whose production is used in the 
construction, are engaged. 

In the industrial sector, it is also expected to engage highly professional staff with appropriate professional 
qualifications (auditors and ESCO companies) that will be constantly engaged in monitoring consumption and 
proposing new saving measures. The gender equality will be respected in the process of implementation of the 
measure. 

6. Potential risks 

Risk Probability Potential 
impact 

Mitigating actions 

Delay in adoption of the Strategy for renovation 
of buildings 

  5-10%  High Close monitoring of the process 

Delay of the establishment of the Energy 
Efficiency Fund 

  5-10%  High Close monitoring of the process 

 

Measure 3: Facilitating Macedonia-Serbia cross-border crossing 

Description of the measure 

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

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 (republic of 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. 

For that purpose, the Government of the Republic of Macedonia and the Government of the Republic of Serbia, in 
February 2015, signed an Agreement on the establishment of border procedures. Protocols between the relevant 
services from Macedonia and Serbia (police, customs, inspection services etc.) were signed in June 2016, in 
accordance with the European Parliament and Council Directive 2012/34 of 21 November 2012 for the creation of 
a single European railway area. 

Additional impact will be the improvement of the competitive advantage of railways compared to road transport 
and also, reduced environmental impacts from transport, economy of scale in station operations, improved 
collaboration between the customs, border police, phyto-sanitary, veterinary, radiology, railway operations and 
railway infrastructure controllers of the two countries.  

This project is part of the connectivity agenda of EC and satisfies the requirements of the soft measures for the 
creation of Joint Railway Border station in countries in WB6 to facilitate railway transportation according to EC 
White paper for transport. The project was approved in WB6 Vienna Summit in August 2015. 

This measure is closely related to the measure for trade facilitation. 

a. Activities planned in 2019 

- Approval of the Application for Investment Grant (first screening mid of 2019, final approval end of 2019)  
- 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.  
- In the second half of the year is envisaged to start tendering procedure for Works and Supervision Engineering. 
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b. Activities planned in 2020 

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

c. Activities planned in 2021 

- Implementing the construction activities.  

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

3. Key performance 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% 

4. Expected impact on competitiveness 

The greatest impact is expected to be in the time saving. Total travel time saved, as a result of the construction of 
the JBS Tabanovce may be 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. 

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

Construction: around EUR 5,136 million - 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.  

Expected impact on employment 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. Potential risks  

Risk Probability Potential 
impact 

Mitigating actions 

Prolongation of construction activities for 
completion of the railway border crossing 

10% High Regular monitoring of the implementation of activities for 
construction of the BC. The regional dimension of the measure 
contributes to reduce the risk of untimely implementation of 
activities. 

 

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

1. Description of the measure 

Intelligent Transport System in road transport covers traffic management, video surveillance of traffic, information 
systems and traffic technology. Through the implementation of the ITS project along road Corridor X, one of the 
strategic objectives in the National Transport Strategy of the Republic of Macedonia will be fulfilled. Namely 
maintaining a high level of safety and traffic flow in all conditions related to the control and management of traffic 
on the highways is the main service of the future national ITS infrastructure.  

The introduction of a ITS for the safety of transport, mobility and environmental protection on the trans-European 
road network comes from the need for approximation and harmonization with the directives from the EU transport 
acquis. 

From the above, the necessity for establishing technical management of transportation arises that, by construction 
of a single comprehensive and consistent Intelligent Transport Traffic Management and Control System, 
surveillance over the traffic and weather conditions on every segment will be enabled. The system uses 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. 
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Project documentation was prepared at the beginning of September 2018, the audit documentation is expected to 
be completed by the end of 2018. At the same time, consultants from CONECTA are engaged, who should review 
the technical documentation in terms of compliance with the European directives and experiences in the field of 
intelligent transport system. The location of the control centre will be near the Petrovec toll station. 

As part of the preliminary talks on the Western Balkan Trade and Transport facilitation project, the implementation 
of the Intelligent Transport System has been discussed to be part of Component 2 of this Project. 

This measure is in line with one of the main objectives of the new National transport strategy which is decreasing 
the number of road accidents.  

Activities planned in 2019 

- Closure of financial construction, provision of funds for implementation and approval of the Program. 
- Start the process for selection of the contractor for construction and selection of supervision of construction. 

Activities planned in 2020 

- Finishing the process for selection of the contractor for construction and selection of supervision of construction 
- Start of construction activities. 

Activities planned in 2021 

- Continuation of construction activities. 

2. Expected impact on competitiveness  

By introducing the Intelligent Transportation and Traffic Management System, it will provide significant 
improvement in the performance of the current traffic flow through increased efficiency of passenger and goods 
transport, improved safety, comfort and protection of passengers by reducing traffic congestion and road traffic 
congestion and reduced pollution of the environment. 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. Time savings will allow the users to decrease their travel costs and 
therefore Corridor X will be more competitive for usage, especially for international transport. As mentioned above, 
increased passenger and freight traffic can be expected with this also the economic activity. Companies carrying 
out transport activities will have lower costs and shorter transport times, which will create conditions for increasing 
the volume of transport along this corridor. On the second stage of implementation of the project the expected 
effect on the competiveness will be demonstrated by decreased waiting times at the border crossings and 
increasing the international economic activity. 

3. Key Performance Indicators 

• The number of traffic accidents expressed in% along the corridor where the ITS system is installed 
• Change in annual emissions of CO2 (tonnes) expressed in% along the corridor where the ITS system is installed 

4. Estimated costs for activities and the source of financing 

The project costs are estimated at EUR 20 million. 

5. Expected impact on employment and gender equality 

The construction of this system will have a direct short-term impact on companies that work with this type of 
equipment and accordingly increased employment in them. Gender equality will be respected in the process of 
implementing the measure. 

6. Potential risks 

Risk Probability Potential 
impact 

Mitigating actions 

Prolongation of the activities for completion 
of the project 

10% Medium Regular monitoring of the implementation of the activities 

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

10% Medium Using EU technical assistance (TAIEX) in better and efficient 
legislation approximation 
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4.3.2 Sectoral development 

4.3.2.1 Agriculture sector development 

Agriculture plays an important role in the Macedonian society, with wide regional differences. Its share in the total 
gross value added (GVA) was 9.4% in 20178. At the same time, its share in employment was 16.2% in 2017, 
registering a modest decline over the past years (SSO). 

Job creation is a priority in Macedonia, and further modernization and development of the agri-food sector can 
generate a job creation and economic growth. Rural areas in Macedonia face many structural and socio-economic 
challenges. Huge rural areas remain depopulated and their resources unutilized, with negative economic, social 
and environmental consequences. The rural population has been stagnant over the last decade as a share in the 
total population, about 42.3% in 2017. Employment opportunities in rural areas are limited and dominated by 
agriculture as an economic sector. All these factors limit rural employment and economic growth. 

Primary agricultural production remains caught in a low-productivity-low-income trap. Most agricultural producers 
are engaged in subsistence and semi-subsistence activities, registered as unemployed and have poor labour force 
mobility. The average physical size of a farm in 2016 was 1.8 ha and 2.1 LSU (livestock size units). The value 
added per agricultural worker9, as a measure of productivity in agriculture, amounts to 19,127 in 2016 and is 2/3 
of the EU average 29,425. 

The arable land cadastre data indicate excessive land fragmentation where the average size of a privately owned 
parcel is 0.22 ha, while for the state-owned it is 0.56 ha. The consolidation of agricultural land will take place 
through the processes of exchanging parcels with or without changing their form, until the land borders are 
completely changed in order to obtain utilized arable land with proper form suitable for agriculture production. 
Additionally, an audit will be carried out for state agricultural land already granted and categorization of the land by 
quality, which will depend on the value and duration of the concession. 

Widening agri-food trade deficit reflects the sector’s competitive weaknesses. The country is a net agri-food 
importer, having had a negative trade balance for more than a decade. The agri-food trade situation continued to 
worsen in the last few years, in spite of an improvement in the general trade performance, overall. Only a few agri-
food commodities, such as some fruits and vegetables, wine, tobacco, and lamb, register a trade surplus.  

Macedonia’s increased vulnerability to climate change poses additional challenges to the performance of its farm 
sector. Climate change is already affecting the country and its adverse impacts are likely to increase over the next 
decades. Increases in the mean temperatures (by 2.5˚C in the summer, by 2050) and water deficits (a decline by 
17% in the summer, by 2050) are the risk factors most likely to manifest in the future (World Bank 2010). As 
reaction to the challenges with climate change, the agriculture will be distribute in regions according to the soil and 
climatic conditions of the areas for planned plant and animal production and lists of recommended crops and 
varieties will be made, taking into account the traditional production and the needs for watering. Additionally, arable 
land will increase by investing in hydro-melioration systems. 

Measure 5: 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 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 realized in accordance with the "Investment Plan for Water Management Master Infrastructure 
2015-2025", which encompasses the following types of infrastructure works: Rehabilitation and reconstruction of 
installed infrastructure for irrigation and drainage in order to achieve their sustainability and water conservation; 

                                                           
8 https://data.worldbank.org/indicator/nv.agr.totl.zs 
9 https://data.worldbank.org/indicator/EA.PRD.AGRI.KD?locations=MK&year_high_desc=true 
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Upgrading and expansion of the existing hydro-system in order to increase the irrigated area in the country; and 
Construction of new major facilities in the Macedonian hydro-system. 

Activities planned in: 2019 2020 2021 
Construction of dam Konsko Continuing construction works Continuing construction works Continuing construction works  
Construction of dam Rechani Starting construction activities Continuing construction activities  Continuing construction 

activities 
Construction of irrigation system 
Raven – Rechica 

Starting construction activities Continuing construction activities  Continuing construction 
activities  

Construction of dam on 
Slupchanska river  

Finishing technical 
documentation  and starting 
procedure for issuing 
construction permit 

Starting construction works on 
dam  

Continuing construction works 
on dam  

Second and third phase on HS 
Zletovica 

Continuation of discussions 
and acting upon EIB's 
recommendations for loan 
approvement  for construction 
of II stage - irrigation and III 
stage - energy of HS Zletovica;  

Starting tendering procedure for 
construction of II stage - irrigation 
and III stage - energy of HS 
Zletovica; 

Starting construction works on 
HS Zletovica II and III stage; 

Second phase of South Vardar 
Valley irrigation system 

Starting construction activities Continuing construction activities  Continuing construction 
activities for irrigation system  

IPA small irrigation systems  Preparation of technical 
documentation and 
construction work on three 
irrigation systems. 

Finishing technical 
documentation and finishing 
construction activities of three 
irrigation systems. 

Starting new three-year IPA 
financing period for 
construction of small irrigation 
systems up to 300 ha.  

Main contractor of this measure is Ministry of agriculture, forestry and water economy (MAWFE). Environmental 
impact assessment studies or elaborates are done for each of the capital projects. 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. Expected effects on competitiveness  

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. For 
example, crop yields with irrigation versus no irrigation are: corn 2320/6700kg/ha, cereals 2530/4500kg/ha, grapes 
7000/30000kg/ha, alfa-alfa 3000/16000kg/ha etc. 

Additionally, the measure will enable production of electricity through construction of hydropower plants, as well 
as provision of additional quantities of water for the hydro system "Rescue of Dojran Lake".  

3. Key performance indicators  

The implementation of the measure will increase the proportion of irrigated agricultural land in relation to agricultural 
cultivated land from the current 4% to approximately 6%, or 50% increase of irrigated land compared with irrigated 
area in 2014 (from 20,575 to 32,275 ha) and will also improve the existing irrigation systems.  

4. Estimated cost of the activities and the budgetary impact 

The total cost of the measure for the period 2019-2021 is estimated at EUR 102 million, of which EUR 77 million 
are from the Budget of the Republic of Macedonia, and EUR 25 million are non-budgetary financing. 

In EUR million 2019 2020 2021 
Construction of dam Konsko 14.2 14.2  
Construction of dam Rechani 3.4 5.0 7.2 
Construction of irrigation system Raven Rechica 5.2 5.2 2.2 
Construction of dam Slupchanska river   14.8 
HS Zletovica second and third phase    7.9 
South Vardar Valley second phase 10.8 3.7 2.4 
Preparation of tender documentation for construction of small irrigation systems up to 300 ha 1.1 3.5 1.5 

5. Expected impact on employment 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 
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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. Potential risks 

Risk Probability Potential 
impact 

Mitigating actions 

Long process for obtaining necessary permits 
and construction approvals 

15-20%   High Close monitoring of the process 

Long land expropriation process 15-20%   High Close monitoring of the process 
 

Measure 6: 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.  

Its aim is to improve the unfavourable agricultural land structure in the country, dominantly in the private sector. 
The measure will contribute to reduction of extreme defragmentation of land owned and utilised by farm hold, by 
their grouping within defined consolidation areas, as well as improving the rural infrastructure related to agricultural 
production.  

The ongoing land consolidation activities are taking place within the IPA 2015 project "Mainstreaming of the 
National Land Consolidation Program". Land consolidation projects are in the phase of implementation. However, 
new potential land consolidation projects are in the process of identification, following the results provided by the 
nationwide feasibility study and an assessment of the interest of landowners and other impact factors in micro 
locations across the country. 

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 irrigation systems and upgraded or newly built road infrastructure.  

The activities are realized in accordance with the National Strategy for Consolidation of Agricultural Land 2012-
2020, responsible being MAFWE’s Department for Land consolidation, Exchange and Identification of Parcels. Its 
capacity to plan, manage, monitor and control the land consolidation projects is in the process of strengthening. In 
parallel, capacity of private geodetic companies, acting as service providers to MAFWE for land consolidation 
projects, are in the process of setting up as well. 

a. Activities planned in 2019 

- Adoption of a second set of legislative amendments to the Law on Consolidation of Agricultural Land; 
- Finalization of 15 feasibility studies (analysis of the current state) of selected micro locations as potential 
consolidation areas;  
- Preparation of 9 consolidation plans for selected consolidation areas, and preparation of 4 infrastructure plans 
for the selected regions will be implemented; 
- Finalization of the consolidation projects in the pilot regions KO Konce and KO Egri. 
- Continuation of the capacity building of MAFWE, especially the regional units and the Department for 
Consolidation of Agricultural Land, exchange and identification of land parcels; 
-- Training of service providers for the preparation of consolidation plans and infrastructure plans; 
- Preparation of the procedure and methodology for analysis of the impact of the consolidation procedure on the 
environment and implementation of 4 environmental impact analyses;  
- Establishment of a system for monitoring and evaluation of the National program for consolidation of agricultural 
land. 

b. Activities planned in 2020 

- Continuation with the strengthening of the capacities of the MAFWE, as well as continuous training of service 
providers for the preparation of infrastructure plans; 
-  Finalization of 4 infrastructure plans and their construction, including analyses of the environmental impacts in 
the respective areas. 
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c. Activities planned in 2021 

- Implementation of land consolidation activities within the IPA 2019 project "Implementation of the National Land 
consolidation program" (4 consolidation projects). 
-Continue with other ongoing activities for the implementation of the National Land Consolidation Program. 

2. Expected impact on competitiveness 

Improving the structure of agricultural holdings by consolidation of land parcels and 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.  

3. Key performance indicators 

It is expected that 1,800 ha agricultural land will be consolidated until the end of project activities in 2020.   

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

The funds for implementation of the Strategy for Consolidation of Agricultural Land are provided from IPA II and 
FAO in the amount of EUR 2.561.189 for the entire implementation period, out of which EUR 1.560.000 are planned 
for the period 2019-2020. 

5. Expected impact on employment 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 to support the implementation of the land consolidation procedures for agricultural land, 
especially emphasizes the gender issue, by providing mechanisms for inclusion of women in the decision making 
processes by guaranteeing their rights as co-owners (registered or unregistered) of agricultural land. 

6. Potential risks 

Risk Probability Potential 
impact 

Mitigating actions 

Institutional and organizational readiness of 
relevant institutions to accept and support the 
required procedures for implementation of 
consolidation of agricultural land 

15%   High Capacity building through IPA 2019 project 
"Implementation of the National Land consolidation 
program" 

Lack of trust of landowners based on bad 
experience in the past 

15%  High Transparently driven land consolidation process by 
including all relevant stakeholders. Media 
campaign for promoting land consolidation. 

 

Measure 7: Agricultural cooperatives 

1. Description of the measure 

This measure is rolled over from last year, the implementation details are presented in Table 11. The activities for 
support of the association of farmers in agriculture cooperatives are part of the measure "Economic association of 
agricultural holdings for joint agricultural activities" within the "Program for financial support of the rural 
development" and from the on-going project “Support to agricultural cooperatives in the Republic of Macedonia”. 

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 40 registered so far, of which 7 are large size cooperatives 
and the other 33 are small size cooperatives, with a total capacity of 1,150 ha agriculture land, 1200 bee families, 
450 cattle, 200 goats and 250 sheep. The total number of agriculture holdings joined in cooperatives is 423. The 
procedure for registration in the Ministry is very simple and takes no more than 5 working days. 
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a. Activities planned in 2019 

- Providing continued financial support for cooperatives (continues from the previous period); 
- Encouraging the process of market-oriented association of farmers in agricultural cooperatives; 
- Revising the legal framework for agricultural cooperatives; 
- Support for investments in processing, finalization and marketing of agricultural products. 

b. Activities planned in 2020 

- Providing continued financial support for cooperatives (continues from the previous period); 
- Support for acquisition of protected labels of quality of the agriculture and processed products; 
-Developed monitoring system for agricultural cooperatives functioning and effectiveness of national support 
measures; 
- Support for investments in processing, finalization and marketing of agricultural products. 

c. Activities planned in 2021 

- Providing continued financial support for cooperatives (continues from the previous period); 
-Support to modernisation and innovative management with agriculture cooperatives 
- Support for investments in processing, finalization and marketing of agricultural products; 

2. 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. 

Agricultural cooperatives constitute one of the pillars in this direction to improve the farmers' response to the 
modernisation of the market and prepare the country to the development of the EU model of Producer 
Organisations and should receive strong attention. 

On the other hand, the 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, a trend that is growing in domestic distribution as well. Therefore, strong co-
operatives are needed to achieve this objective. 

3. Key Performance Indicators  

Indicator 2019 2020 2021 
Number of agriculture cooperatives using new investments 33 43 53 
Agriculture cooperatives capacity presented in ha arable land 1225 1600 2000 
% of young farmers (age below 40) members of agriculture cooperatives 23 25 27 

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

The total cost of the implementation is EUR 6.960.000, out of which in 2019: EUR 3,040,000, 2020: EUR 1,060,000 
and 2021: EUR 2.860.000. Detailed distribution of the funds is presented in Table 10b. 

5. Expected impact on employment 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. 
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At this moment 40 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. Potential risks 

Risk Probability Potential 
impact 

Mitigating actions 

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

20%   High Enabling priority to agricultural cooperatives in granting state 
agricultural land. 

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

20%  High Assess tax policy regarding individual agricultural producer 
vs. members of cooperatives to provide equal treatment. 

4.3.2.2 Industry sector development 

The industrial sector is an important foundation of the economy that is closely connected with important themes, 
such as economic growth, investment, export, employment, research and development, productivity, value added. 
The share of manufacturing in GDP is 12%, share of employment 19%, and it encompasses 10% of total number 
of active companies. 

The importance that the EU attaches to industrial development is reflected in the target it has set, namely that 
manufacturing in EU countries should reach 20% of GDP by 2020, from current 15%. 

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 alternative is seen through strengthening of the 
competitiveness, domestic companies' export expansion and access to external markets. According to SSO data 
for 2016, only 5% of companies are exporters (3489 companies, this number in EU is above 13%), of which the 
largest five exporters' participation is above 40% of total export, the first 20 exporters' participation is about 60%, 
and top 100 with 80% of total export. More than half of the Macedonian companies have only one external business 
partner (about 55%), while 18% have two business partners, thus pointing to low diversification of manufacturing 
and inward processing10. 

From innovation expenditure point of view, their participation in GDP in 2015 is 0.44%, while the EU 2020 target is 
3% of GDP. The business sector investment is only 0.02%11. The level of cooperation between universities and 
industrial sector is very law. 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 level. 

Though in the past period several industrial capacities were open, mainly FDIs, resulting in diversification of the 
industrial production, yet the leverage into domestic companies is limited and expected multiplication effect of 
cooperation with domestic companies is still low (less than 1%). Export needs to be improved, but the domestic 
companies lack support for product innovation and diversification, finding appropriate business partners from other 
countries, presenting their products on markets abroad. 

The Industrial Policy evaluation performed for revision of this strategic document 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 growth rates of productivity 
- low modernization 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 
- 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 

                                                           
10 http://www.stat.gov.mk/pdf/2018/7.1.18.08.pdf 
11 http://www.stat.gov.mk/Publikacii/SG2017/15-OdrzhlivRaz-SustainableDev.pdf 
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- weak compliance of the educational programmes with labour market needs resulting in lack of adequately 
trained work force. 

Having above mentioned as a starting point, at the end of 2017 the Government adopted an Economic Growth 
Plan (EGP) containing specific designed measures for supporting the industry and companies. The EGP contains 
measures within three pillars. The measures from the I and II pillar of the EGP are being implemented based on 
the Law on Financial Support of Investments, while the III pillar is being implemented within the Medium-Term 
Programme for Financial Support of the Micro, Small and Medium Enterprises 2018-2020 and by the Fund for 
Innovation and Technological Development. Accordingly, a change has been made in the structure of the proposed 
reform measures, i.e. instead of last year 3 measures reflecting the three pillars of the EGP, in ERP 2019 two 
measures are included encompassing the same activities, but reflecting the legal and organizational aspect for 
their realization and monitoring (Law and Programme). 

The new Industrial Strategy for the period 2018-2027, adopted by the Government in November 2018, integrates 
the measures of the EGP and set of new 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.  

Measure 8: Financial support of investments 

1. Description of measure 

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

The measures part of the Economic Growth Plan adopted by the Government in December 2017. In order to 
implement the Economic Growth Plan, Law on Financial Support of Investments was adopted in May 2018, which 
established the legal basis for formalizing the support and implementation of the measures from the first and 
second pillar of the Economic Growth Plan. Basically, the essence of these activities is to establish an objective 
framework for business entities to use benefits provided by the state if they meet the prescribed conditions and 
criteria. The Law on Financial Support of Investments regulates the types of financial support for investments, the 
amount of financial support, the conditions, the manner and the procedure for awarding the financial support. The 
procedure for obtaining financial support is transparent, clear, precise, simple and equal for all business entities in 
the Republic of Macedonia. 

In accordance with the Law on Financial Support of Investments, the following types of financial support are 
provided: 

 (1) Financial support for investments: a) Support for new employments; b) Support for establishment and 
promotion of cooperation with suppliers from the Republic of Macedonia; c) Support for the establishment of 
organizational forms for technological development and research; d) Support for investment projects of significant 
economic interest; e) Support for growth of capital investments and revenues, and f) Support for the purchase of 
funds from enterprises in difficulty. 

(2) Financial support for competitiveness: a) Support for increasing the competitiveness of the market; b) Support 
for conquering markets and increasing sales. 

a. Activities planned in 2019 

Activity 1: Financial support for investments - companies are supported for new employments, establishment 
and promotion of cooperation with suppliers from Macedonia, technological development and research, investment 
projects of significant economic interest, growth of capital investments and revenues and purchase of funds from 
enterprises in difficulty. 

Activity 2: Financial support for competitiveness - companies are supported for increasing their 
competitiveness on the market, conquering markets and increasing sales. 

Pursuant to the Law on Financial Support of Investments, the competent authorities for implementation of the 
procedure for granting financial support are the Directorate for Technological Industrial Development Zones and 
the Agency for Foreign Investments and Export Promotion. 
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b. Activities planned in 2020 and 2021 

In 2020 and 2021, the implementation of the activities from 2019 will continue 

2. Expected impact on competitiveness 

In the current setting of the national economy the domestic companies are still inferior in comparison to the FDIs 
present in country both in the technological readiness and in terms of participation into the international value 
chains. Therefore, the measure is supportive of the goals of boosting the spill over effect for the national economy 
through linking FDIs and domestic companies, as well as through investments in and financing activities for creating 
high-paying jobs. Strengthening the co-operation between FDIs and domestic companies should also lead to an 
expansion of the supply chain, which will lead to internationalization and increasing the export capabilities of 
domestic companies (and capacities in some cases). Overall, the measure will contribute to the development of 
the economy by increasing competitiveness driven by stable companies with solid balance sheets and positive 
results. This measure will stimulate investment in technological development, which will have an effect on the 
productivity, profitability and competitiveness of companies, both on the domestic and foreign markets. However, 
the measure is not favorising neither domestic or FDIs. The access is allowed to all on a basis of investment of the 
capital back in businesses in property or human capital in order to achieve development and better results.  

3. Key Performance Indicators  

Indicator 2019 2020 2021 
Number of supported companies through the measure on 
an annual basis 

100 100 100 

Number of created jobs by the supported companies on 
an annual basis 

1000 1000 1000 

Volume of investments of the supported companies on 
an annual basis 

Up to EUR 50 
million 

Up to EUR 50 
million 

Up to EUR 50 million 

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

The planned value of the measure is up to EUR 20 million per year, or up to EUR 80 million for a period of 4 years. 

5. Expected impact on employment and gender  

Over the past 10 years around 10,000 jobs have been created by implementing measures to support FDIs with 
low skills level of the workforce engaged. The proposed measure is designed to encourage employment of a 
workforce with developed skills in high quality and well-paid jobs, thus limiting brain-drain. The available data 
shows that, currently in the companies supported by the measure in 2018 about 14 thousand people are employed, 
and only in 2017, the number of newly employed persons in these companies is about 1000 workers. The real 
effects of the support can be calculated after calendar year ends and companies make their data available. 
However, the expectations are that, if not more, at least the results from the previous year are reached. 

6. Potential risks 

Risk Probability Potential impact Mitigating actions 

Readiness and 
awareness of 
companies 
 

  5%   High - regular press conferences 
- workshops 
- introduction and maintenance of electronic communication 
- use of an electronic tool (calculator) 

Coordination, 
monitoring and 
communication at 
institutional level 

  5%  High - established working group 
- regularly informing the members of the Government 
- monitoring and coordination at a strategic (ministerial) level 
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Measure 9: Financial support for micro, small and medium enterprises 

1. Description of measure 

This measure is rolled over from 2018, the implementation details are presented in Table 11. 

The measure is designed with intention to achieve the goals defined in the Strategy for Innovation of the Republic 
of Macedonia 2012-2020 and the Medium-Term Program for Financial Support of Micro, Small and Medium 
Enterprises for 2018-2020, the latter being adopted by the Government in April 2018. Through the implementation 
of the measure, it is expected to strengthen the propensity of the business sector to innovate and strengthen 
human resources for innovation, and this directly affects the competitiveness of companies. 

a. Activities planned in 2019 

Activity 1: Support for SMEs with a rapid growth tendency ("Gazelles"). Companies-gazelles are supported 
for various types of investment activities, such as: acceptance and implementation of European technical 
regulations regarding product safety, preparations for acquiring quality certificates, activities for analysis, 
preparation, acquisition and protection of industrial and intellectual property rights, activities for improving energy 
efficiency, environmental protection, waste management, introduction of information systems, etc. 

Activity 2: Support for micro enterprises. Micro companies are supported for: preparation of medium and long-
term strategic plans, training for medium-term business planning (three-year business plan), improvement of 
organizational structure, specialized management training, training foreplaning and cost control, preparation of 
development projects for business connection and establishment of business cooperation (in the period of 3 to 5 
years) with foreign investors and domestic enterprises. 

Activity 3: Support for improving the innovation of SMEs. SMEs are supported for many types of investment 
activities, such as: developing technical and technological aspects in the development and introduction of new 
products or services, or a new production process, developing new fashion collections, industrial design or 
redesigning products, new packaging, marketing plans, market analysis, competition, product research, sales, etc. 

Activity 4: Support for professional development and practice for newly employed young people. 
Companies are supported to implement vocational training and practice for newly employed young people, 
including the Fast Track Management Program. 

b. Activities planned in 2020 and 2021 

In 2020 and 2021, the implementation of the activities from 2019 will continue. 

The authority for implementing the measure is the Fund for Innovation and Technological Development (FITD). 

2. Expected impact on competitiveness 

The measure shall influence the way of doing business especially of the SMEs which currently do not participate 
in the international value chains. The investments in new technologies, R&D, business development, human 
capital, new products etc. shall improve the competitiveness at the company level, thus to open up opportunities 
for improved competitiveness of the economy as such. The support ensured under this measure shall lead to 
establishing more advanced business models that generates higher values (for example: transition of the textile 
company business model from providing only service for composition of the cloth pieces together to a stage where 
a brand is designed and developed as own).    

3. Key Performance Indicators 

Indicator 2019 2020 2021 
Number of supported companies through the measure on 
an annual basis 

100 100 100 

Volume of investments of the supported companies on 
an annual basis 

Up to EUR 20 
million 

Up to EUR 20 
million 

Up to  
EUR 20 million 

The monitoring and evaluation of KPI is conducted on regular bases through several means by the dedicated M&E 
staff of the competent authority (FITD). The sources of verification are Contracts concluded with successful 
applicants; and the quarterly, semi-annual and annual reports consisting of narratives and financial statements of 
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the Beneficiaries. The reporting obligations are taking place during, at the end and after the financed Project is 
completed.    

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

The planned amount of the measure is up to EUR 10 million per year, or up to EUR 40 million for a period of 4 
years. 

5. Expected impact on employment and gender  

This measure is designed to influence the advancement of the knowledge and skills of employees and newly 
employed persons in the companies benefiting from the measure. Additionally, through the support of innovation 
activities of companies, creation of opportunities for opening new jobs is expected. Gender equality is respected 
in the process of implementing the measure. 

6. Potential risks 

Risk Probability Potential Impact Mitigating actions 

Readiness and 
awareness of 
companies 

  5%   High - regular press conferences 
- workshops 
- introduction and maintenance of electronic communication 

Coordination, 
monitoring and 
communication at 
institutional level 

  5%  High - established working group 
- regularly informing the members of the Government 
- monitoring and coordination at a strategic (ministerial) level 

4.3.2.3 Services sector development 

The services sector of the Macedonian economy has the highest share in GDP with over 50% and it also employs 
more than half of the workers. The sector registered growth of 1.7% in 2017. 

Tourism and hospitality. 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) (WTTC12). 

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, 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 ski and resorts such as Mavrovo 
and Popova Sapka 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 the 
new Tourism Strategy that is currently in government procedure. Moreover, all the analyses shows 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. 

Measure 10: Increasing competitiveness in the tourism and hospitality sector 

1. Description of measure 

This measure is rolled over from 2018, the implementation details are presented in Table 11. 

                                                           
12 https://www.wttc.org/-/media/files/reports/economic-impact-research/countries-2018/macedonia2018.pdf 
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The measure is aimed at providing support and capacity building to improve the environment and skills, along with 
targeted investment in infrastructure, support tourism activities and destination promotion, and will help to better 
connect related industries and SMEs. The support is realized on 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) Program for Local and Regional Competitiveness in Tourism, and 2) 
Program for increasing market employability. 

a. Activities planned in 2019 

- Establishing process for destinations management, 
- Implementation of large infrastructure and small investment sub-grants according to the grant scheme, 
- 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, 
- Improved access to international markets, improved destination management and improved tourism 

services. 

b. Activities planned in 2020 

Activities for financing infrastructure projects are expected to end in 2019. Activities for improving the quality of the 
tourist offer and tourist services are expected to continue in 2020 with the start of the second phase of the project 
for increasing market employability. 

c. Activities planned in 2021 

The second phase of the project for increasing market employability is expected to begin. 

2. Expected impact on competitiveness 

Expected results are oriented towards local economic growth, but also to improving productivity, service quality, 
connections and innovation. 

3. Key Performance Indicators 

Indicator 2019 2020 2021 
Number of tourists annual growth of 5% More than 1.000.000 tourists per year More than 1.000.000 tourists per year 

Number of nights spent annual growth of 3% More than 2.700.000 nights spent per 
year 

More than 2.700.000 nights spent per 
year 

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

The total funds required for implementation of the measure in the next three years amount to EUR 17.9 million. 

5. Expected impact on employment and gender  

New jobs will be created along the whole tourism value and supply chain and it is expected higher participation of 
young people and women. It is also expected that actions will produce spill over effect to other industries and 
sectors in their further growth and development (e.g. education, trade, transport etc.).  

Considering that the gender disparities can be found mostly in the rural areas, this measure can potentially have 
a positive impact on female activity rates.  

6. Potential risks 

Risk Probability Potential 
impact 

Mitigating actions 

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

  5%   High Strong communication with institutions, private sector, civil 
society and other relevant stakeholders in order to maintain 
a broad platform to support reforms that will help overcome 
the risk of inadequate management of activities 

Low level cooperation between stakeholders 
and limited capacity to implement the measure 

  5%  High Capacity building of public sector agencies and substantial 
technical assistance for agency coordination and public-
private dialogue 
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Potential risks of inappropriate use of assets   5%  High Direct monitoring of the available and spent resources and 
linking with relevant decision makers in order to avoid 
bottlenecks in implementation of activities 

4.3.3 Business environment and reduction of the informal economy 

Despite being a small landlocked economy13, Macedonia is relatively competitive and dynamic compared to its 
regional peers. The private sector mainly consists of SMEs accounting for 99.8% of the total number of active 
enterprises. SMEs are the dominant type of enterprises. Because of their high share in the total number of 
enterprises they are important source of employment, investment and significant creators of GDP. The growing 
number of SMEs absorbs the majority of the workforce and contributes to reducing the unemployment. SMEs 
account for almost two thirds of total value added and nearly three quarters of all jobs, well above the respective 
EU averages of 57% and 66%. The main challenge for SMEs is catching up with European productivity levels14. 
In the latest World Bank business report "Doing Business 2019", Macedonia ranks 10th among 190 economies. 
Macedonia is best ranked in the area of Protecting minority investors (7th place), Getting credit (12th place), Dealing 
with construction permits (13thplace), etc. However, areas such as Registering Property, Starting a business and 
Getting Electricity still have room for improvement. 
Macedonia’s informal economy is estimated by SSO at around 17% of total output. The share of informally employed in 
the total number of employees in 2017 is 18.1% and it is decreased by 4.4 pp compared to 2013. 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 19.7%, and women 15.7%. 

For a business environment that will enable more dynamic growth, it is necessary to pay particular attention to the 
following: 
- 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 take into account 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 are they used and what do the 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 development15.  

- 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 growth16. 

- SMEs in the SEE region no longer identify access to finance as the primary limitation for business 
development, and point to a lack of programmes for strengthen financial literacy and investment readiness, 
especially for newly established enterprises17. 

The National Strategy for Development of SMEs was adopted in April 2018, while a Woman Entrepreneurship 
Strategy (2018-2023) is already in government procedure. Both documents offer new set of measures for SME 
support that will be implemented through annual programs. At the beginning of 2018, the first medium-term 
Strategy for Formalization of the Informal Economy 2018–2022 was adopted.  
The public procurement system regulates the use of public funds by public (state) authorities, in order to obtain 
the necessary resources from external, commercial sources. The tendency and purpose of the regulated process 
of using these funds is to achieve a fair process, fair participation of the business sector and best value for money. 
The Law on Public Procurement (PPL) is based on the EU public procurement directives that were in force at the 
time of its adoption (2007). The EC reports, as well as the SIGMA reports, confirm that "the PPL is generally in line 
with the EU legislation"18. However, since the adoption of the PPL, the compliance with EU requirements has not 
                                                           
13 Assessing the implementation of the European Small Business Act 
14 https://ec.europa.eu/neighbourhood-enlargement/sites/near/files/the_former_yugoslav_republic_of_macedonia_sba_fs_2017.pdf 
15 European Commission Progress Report of the Republic of Macedonia 2016 
16 World bank Policy notes 2017 
17Assessment framework for research, development and innovation Competitiveness in South East Europe A POLICY OUTLOOK, 2018 
18 Report. Review of the Public Procurement System. SIGMA. April 2016.  
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been improved, on the contrary, the level of compliance has been reduced by frequent amendments, in particular, 
from 2013 onwards. The frequency, nature and the scope of amendments may affect the legal certainty. On the 
other hand, this trend also reflected a very active interest of national authorities on the importance of public 
procurement legislation that, if coordinated constructively, could contribute to future strategic reforms19. 

There is currently no single central gateway for accessing government e-services with a higher level of 
sophistication, and users of governmental e-services access them in a non-unified manner. The existing portal for 
e-services www.uslugi.gov.mk is outdated and provides only information on services. On the other hand, a 
significant number of institutions offer their services electronically on their web portals, with inconsistent electronic 
identification and payment, thus creating confusion and discouraging the use of e-services. According to the 
recommendations outlined in the SIGMA reports for 201520, 2016 and 2017, the Ministry of Information Society 
and Administration (MISA) should modernize the public services portal, offering platform and space for e-services 
from any institution. Introducing e-services, electronic exchange of proofs and documents, e-documents delivery 
and other benefits from e-services, are not seen through or followed by fiscal adjustments for the benefit of the 
users. 

Since administrative procedures for providing public services are complex processes that involve the exchange of 
evidence and data between the institutions ex officio, the establishment of the Catalogue of Public Services will 
help in the implementation of the Law on General Administrative Procedure in direction of systematic data 
management for each of the public services, in accordance with the prescribed legal provisions. The Catalogue of 
Public Services will be used to prioritize digitalization of the services, to enable informed and evidence based 
simplification of the processes (administrative guillotine, cutting red tape, etc.) followed by the regulatory alignment, 
and above all, to enable comprehensive and up-to-date data for analysis of para-fiscal charges for services, thus 
enabling tools and bases for reducing the services’ costs (fees and taxes) for the users (citizens and businesses). 

Legal bases for the National portal are covered by the three laws that are in the process of adoption: the Law for 
electronic management and electronic services (describing the interoperability, the National portal, the Catalogue 
of services and other areas); the Law for central population register; and the Law for electronic documents, 
electronic identification and trust services; latter is transposition of the eIDAS regulation. 

One of the main priorities of the Government of the Republic of Macedonia is to increase the quality of 
administrative services, and in that direction, amendments to the Law on General Administrative Procedure (Official 
Gazette of the Republic of Macedonia No. 124/15) have been made in order to improve the provision of public 
services through fully coordinated and integrated public administration activities. 

Measure 11: Harmonization of the Public Procurement Legal framework with the Acquis 

1. Description of the measure 

This measure aims to harmonise the PPL with directives 2014/24/EU, 2014/25/ЕU, and partially with the Remedies 
Directive 2007/66/ЕC. In fact, the existing remedy procedure system prescribed by the PPL is based on certain 
elements of the Remedies Directive, but several additional elements remain to be implemented, such as alternative 
penalties.  

Two activities are planned: 1. Adoption of new PPL that shall introduce among other an obligation on contracting 
authorities to publish their annual procurement plans and 2. Professionalization of civil servants working with public 
procurement.  

The publication of annual public procurement plans and their updates will lead to greater transparency of the overall 
process in the implementation of public procurement procedures.  

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 
organizing trainings and certification of public procurement entities, especially for the novelties provided in the new 
PPL. By the end of 2018, the new PPL harmonized with the new directives is planned to be adopted. 

a. Activities planned in 2019 and 2020 

                                                           
19 Final report on performance audit. SAO. 26.04.2017. 
20http://www.sigmaweb.org/publications/public-governance-monitoring-reports.htm 
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- Upgrade of the public procurement software according to the new PPL.  
- Professionalization of civil servants working with public procurement. 

Responsible institution for implementing of activities is the Public Procurement Bureau.  

2. Expected impact on the competitiveness 

The new PPL harmonized with the directives will make it easier and cheaper for SMEs to bid for public contracts, 
will ensure the best value for money for public purchases and will respect the EU's principles of transparency and 
competition. It will also allow 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 minimizing 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 utilization of public funds. 
The savings of public funds leave room for their allocation in other important fields. 

3. Key performance indicators 

- Upgraded public procurement software according to the new PPL.  
- Published procurement plans of the Contracting Authorities – 100% in 2020, 
- Number of educated public procurement officers for requirements introduced with new legislation – 

minimum 300 civil servants per year. 

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

- Adoption of a new PPL in accordance with EU directives – EUR 50.000 grant for technical assistance and upgrade 
of public procurement software to allow publishing of procurement plans of the Contracting Authorities – EUR 
15.000 PPB Budget. 

- Professionalization of civil servants working with public procurement: 30.000 EUR per year. 

5. Expected impact on employment and gender 

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 utilization 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 risks 

Risk Probability Potential 
impact 

Mitigating actions 

Delay in upgrade of the public procurement 
software 

15%   High Timely contracting a company for upgrade of the software 

 

Measure 12: Development of a National E-Services Portal 

1. Description of the measure 

The measure envisages activities for 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 standardized 
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 and by 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.  
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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 and harmonization with EU legislation21.  

One of the core components of the portal’s toolbox is the Catalogue of Services, which is an independent and 
important software solution. The Catalogue of services will cover all public services, data and evidence necessary 
for the realization of public services, legal deadlines for the provision of services, distinction of data and documents 
that will be obtained ex officio and those that citizens and legal entities will have to attach to the requests, legal 
remedies for each of the services, the level of fees and taxes for the service, etc. The software solution for 
managing the Catalogue has already been developed and data from all services from 50 laws have been entered 
in the Catalogue.  

The Catalogue of Public Service will contribute for improving records and overviews of public services provided by 
state institutions and unification of services, while its main goals are: opportunity for quantitative and qualitative 
analysis of services; prioritisation for digitalisation of the services; and most importantly for charges analysis in 
order to make informed decisions for releasing the finance burden for the para-fiscal services’ consumers. 

a. Activities planned in 2019 

- Launch and promotion of the National e-services Portal; 
- Quantitative and Qualitative analysis on data entered in the catalogue; 
- Para-fiscal changes analysis of the services in the Catalogue, with recommendations; 
- Continue entering data on services from remaining laws in the Catalogue of services and maintain the 

up-to-date data in the Catalogue; 
- Development and adoptions of the bylaws on the respective regulatory acts;  
- Development of new electronic services; 
- Improvement of the National Portal with the Single Sign On functionality; 
- Upgrade the portal with the opportunity for legal persons’ profiles and to enable them as users.  

b. Activities planned in 2020 

- Analysis of the use of the National e-services Portal; 
- Training to public sector employees on the implementation of the Law for electronic management and 

electronic services; the Law for central population register and the Law for electronic documents, 
electronic identification and trust services; 

- Training for public sector employees - users of the portal; 
- Development of new electronic services; 
- Qualitative analysis of data in the Catalogue for administrative guillotine; 
- Implementation of the recommendation as a result of the para-fiscal changes analysis; 
- Improvement of the National Portal with new functionalities. 

c. Activities planned in 2021 

- Development of new services for citizens and businesses. 

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

2. 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. 

 

 

                                                           
21Relevant 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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3. Key Performance Indicators 

Indicator 2019 2020 2021 
Number of users of the portal 2000 5000 More than 8000 

Number of e-services offered 50 75 More than 100 

Number of the services in the Catalogue 500 750 More than 1000 

Share of the services consumed by the portal vs the 
same services consumed via traditional means 

1% 5% More than 10% 

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

The estimated cost for the upgrading the Portal (software and hardware) and filling-in the Catalogue, is estimated 
on 3.694.500 EUR. 

5. Expected impact on employment 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. Potential risks 

Risk Probability Potential 
impact 

Mitigating actions 

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

5% 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. 

10% 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 
not met (human resources, system readiness, 
outsourcing contracts, etc.). 

10% 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 

5% Low Regular communication with Ministry of finance, as well 
as informing local partner donors and local NGOs 
experts in this field for possible cooperation. 

 

Measure 13: 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)22.  

At the beginning of 2018, the first medium-term Strategy for Formalization 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 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 formalization 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 formalization of the informal economic activities; and 
 Strengthening the tax morale and lowering the tolerance towards the informal economy. 

                                                           
22 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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For implementation of the strategy, the Action Plan for Formalization of the Informal Economy 2018–2020 was 
adopted in August 2018 containing 29 measures. 

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 formalization, numerous relevant institutions, social partners and non-
governmental sector, as well as representatives of international organizations 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; the ministry is also involved in 
implementation, and given the horizontal approach and character, other ministries, authorities and institutions are 
involved, too. MLSP will prepare annual reports on the progress of implementation of the Action Plan, starting from 
April 2019. 

a. Activities planned in 2019 

Planned activity Institution in charge 
1. Analyse the system for monitoring the informal economy 

 
 

Ministry of Labour and Social Policy, State Statistical Office, 
State Labour Inspectorate, Public Revenue Office, State Market 
Inspection, Central register of Macedonia, Social partners 

2. Develop tools that ease inspection procedures for undeclared 
work prevention 

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

3. Design voucher-based system or equivalent mechanisms 
which promote better working conditions 

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

b. Activities planned in 2020 

Planned activity Institution in charge 
1. Define the system and build capacities for monitoring the 
informal economy 
 

Ministry of Labour and Social Policy, State Statistical Office, 
State Labour Inspectorate, Public Revenue Office, State Market 
Inspection, Central register of Macedonia, Social partners 

2. Develop tools that ease inspection procedures for undeclared 
work prevention 

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

3. Design voucher-based system or equivalent mechanisms 
which promote better working conditions and prepare the 
ground for implementation of the system 

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

4. Plan and implement awareness raising on the benefits of the 
transition to formality 

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

c. Activities planned in 2021 

Planned activity Institution in charge 
1. Established system and built capacities for monitoring the 
informal economy 

Ministry of Labour and Social Policy, State Statistical Office, 
State Labour Inspectorate, Public Revenue Office, State Market 
Inspection, Central register of Macedonia, Social partners 

2. Test and introduce the tools that ease inspection procedures 
for undeclared work prevention 

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

3. Introduce the designed voucher-based system or equivalent 
mechanisms which promote better working conditions 

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

4. Implement awareness raising on the benefits of the transition 
to formality 

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

2. 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 descent work.  

4. Expected impact on employment 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 
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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. 

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

In EUR 2019 2020 2021 
Budgetary expenditures     
Non-budgetary financing – IPA funds 200 000 500 000 300 000 

6. Potential risks 

Risk Probability Potential 
impact 

Mitigating actions 

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

5% 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. 

10-15% Medium to 
high 

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. 

4.3.4 Research, development and innovation and the digital economy 

Research, development and innovation. The European Innovation Scoreboard 2018 ranks the Republic of 
Macedonia as a “modest innovator” where the “Attractive research systems and Innovators are the strongest 
innovation dimensions and Sales impacts and Intellectual assets are the weakest innovation dimensions”23. A 
detailed assessment of the innovation ecosystem is difficult to conduct due to limited availability of consistent data 
on national level.  

Statistical reports show that investment in RDI remains very low, particularly in the business sector. Public funding 
for RDI in the private sector has accelerated in 2018 through implementation of wider scope of instruments for 
support by the Fund for Innovation and Technology Development but substantial gaps in access to finance such 
as lack of equity- and business angels’ funding remain. Also, SMEs continue to lack business planning and financial 
management skills essential for investment readiness and growth24. As a result, the Competitiveness Outlook 
analyses on science, technology and innovation in South East Europe, find that “future challenges will include 
finding resources to increase investment in R&D, and improving the overall governance of innovation at the policy 
and institutional level, finding ways to foster technology diffusion and absorption, and developing business-
academia linkages and incentives to individuals to unleash their creative potential”25. 

Digital economy 

Legal framework, policies and strategies. As the market grows beyond national borders, to build and maintain 
relationships and reputations while utilizing the reach and scaling potential of digital technologies, requires reliable 
and predictable rules of conduct. Today, electronic signatures are widely accepted as a global standard and are 
legally on par with traditional handwritten signatures. As noted in Sigma Monitoring report from November 201726, 
the use of digital signatures by individuals in the Republic of Macedonia is limited, partially because the annual 
cost for electronic signature issuance is relatively high (compared to purchasing power), hence the majority of 
administrative procedures are conducted in person. Confusion over the rules governing electronic signatures and 
their legal recognition, coupled with the novelty of the technology itself, has fuelled fears that hampered the usage 
of this digital tool.  

In an effort to increase the usage of electronic signatures, and consequently the overall usage of electronic 
services, a new Law on Electronic documents, Electronic Identification and Trust Services, which should 
repeal the current Law on data in electronic format and electronic signature, has been drafted. Along with 
introducing several trust services, the law is introducing comprehensive mechanisms and services to increase the 

                                                           
23https://ec.europa.eu/docsroom/documents/30678 
24https://ec.europa.eu/neighbourhood-enlargement/sites/near/files/the_former_yugoslav_republic_of_macedonia_sba_fs_2017.pdf, p.11 
25https://read.oecd-ilibrary.org/development/competitiveness-in-south-east-europe_9789264298576-en#page344, p.342 
26 http://www.sigmaweb.org/publications/Monitoring-Report-2017-the-former-Yugoslav-Republic-of-Macedonia.pdf 
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confidentiality in the electronic transactions, thus providing legal safety and encouraging the use of electronic 
identification. The new law is harmonized with the Regulation no. 910/2014 on electronic identification and trust 
services for electronic transactions on the internal market (eIDAS). In the process of digitalization, special effort is 
directed towards digitalization of G2G processes and improving the quality of public services, enabling citizens, 
enterprises and organizations to carry out their business with government more easily, more quickly and at lower 
cost. Apart 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. A new draft Law on Electronic Management and Electronic 
Services (replacing the Law on Electronic Management), will provide a unified platform for data and document 
exchange for government institutions. This law presents the basis of the G2G communication in the country and is 
the legal foundation for Interoperability platform, National Population Register, National Portal for e-Services and 
all future government-owned information systems.  

While digitalisation brings many benefits to consumers and businesses, it also generates new challenges and 
policy issues such as cyber threats and cyber security. In that sense, 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.  

Digital skills. Developing digital society depend on availability of skilled ICT workforce on the side of service 
providers, as well as service users. Analysis of the ICT staff across all public institutions in Macedonia is currently 
being conducted, focusing on the retention of ICT workforce and ICT skills demand. Activities are planned 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, under the EU Code week 
initiative, students and lecturers were stimulated to engage with programming and innovation activities, as an extra-
curricular activity. A significant number of projects within the umbrella of EU code week will continue as long-term 
projects, which will in turn fuel innovation, creativity and entrepreneurship at an early age. Also, all 10-14-year olds 
in the public school system will be engaged within the “21st century schools programme in Western Balkans“ for 
building 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, codeable computers in ICT classes and other 
subjects, helping them build their skills and confidence in computer literacy and coding. 

Broadband. 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 Macedonia has been conducted. 
The results demonstrated that the access to fast NGA network coverage for households in Macedonia (78%) is 
close to the EU average (80%), whereas access to ultra-fast NGA network coverage in 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).  

A recent report published by the World Bank (2018) identify the low purchasing power of the population in 
Macedonia to be the main reason for low penetration of user’s access to fast and ultra-fast NGA networks. 
Moreover, the report emphasizes 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.  

The objective of the National Operational Broadband Plan 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. In this manner, the Plan envisions the establishment of a National Broadband Competency Office. 

 

Measure 14: Improving Infrastructure and Access to Finance for Research, Development and Innovation 

1. Description of the measure 
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In an effort to address the identified challenges related to RDI such as lack of risk capital investments, insufficient 
cooperation among the academia and the private sector and increase of demand for innovation, the Fund for 
Innovation and Technology Development, in cooperation with the relevant stakeholders continues to advance the 
available measures for support of innovation activity and technological development at the same time introducing 
new instruments and infrastructure to bridge the identified gaps.  

I. Fund for Equity and Mezzanine Investments 

The aim is to increase the survival and success rate of innovative companies by providing (i) access to equity and 
quasi-equity financing for capital market segments that are not attractive for bank financing; (ii) provide an 
information point for potential investors on investment opportunities.   

- Development of regulative framework (2019) 
- Launching a Public Call / Tender Release for selection of management (2019) 
- Signing contract / establishing the Fund for Equity and Mezzanine Investment (2019) 

II. Science and Technology Park (STP) 

The overall objective is to strengthen the cooperation among academia, industry and government. The STP is 
envisaged as a complex organization that offers in one place professional business support and innovation 
services designed to increase the extent of innovation, as well as networking possibilities. 

- Development of regulative framework for establishment of the STP (2019) 
- Establishment of the initial premises of the STP (2019) 
- Staffing and strengthening the human capacities of the STP (2019) 

2. Expected impact on competitiveness 

Bridging the existing gaps in the innovation ecosystem will introduce mechanisms to encourage RDI investments, 
innovation activity, business academia cooperation and commercialization of innovation. Facilitated access to 
finance will increase the survival rate and sustainability of the newly established enterprises. Investment in RDI 
significantly contributes to the SMEs competitiveness and export potential.  

3. Key performance indicators 

One of the KPI is the amount of public funds invested to support innovation in the private sector and the thereof 
mobilized private investments.  

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

 2019 2020 2021 
I. Fund for Equity and Mezzanine Invest27 7.000.000,00 / / 
III. Science and Technology Park28 1.000.000,00 1.000.000,00  
    

 

5. Expected impact on employment 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.  

6. Potential risks 

Risk Probability Potential 
impact 

Mitigating actions 

Lack of interinstitutional cooperation and 
participatory stakeholder involvement 

  5% Low Establish consultation and cooperation mechanisms to 
increase effectiveness in the delivery of the results. 

Capacity of FITD for implementing new 
measures 

10% Medium Further strengthening of the human resources in FITD 

                                                           
27 The budget will be disbursed in the period 2020-2023 
28 The establishment of the STP is envisioned in two phases. The here presented budget is for Phase 1, the budget for Phase 2 is conditioned on the 
implementation of Phase 1.  
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4.3.5 Trade-related reforms 

Global trade faced various difficulties in 2018 as some disputes are rising between major trading partners. Some 
of the core, fundamental principles on which the trading system has been based for seven decades are being 
questioned. The impact of this global trade disputes for Macedonia is small and limited as the biggest part of our 
trade is done with EU and in the region. The 70.6% of the total trade of Republic of Macedonia in 2017 is with EU 
and 10.5% with CEFTA countries. Evidence for the small and negligible impact to trade is the export growth of 
14.7% and the growth of imports of 11.7% in the past 8 months of this year. 

The trade relations between the EU and the countries in the region is set up within the Stabilization and Association 
Agreements or processes that require bringing national legislation in line with the EU Acquis for establishing free 
trade area between each candidate or potential candidate country and EU. Albania, Macedonia and Montenegro 
are also World Trade Organization (WTO) members. All countries are signatories of the Central European Free 
Trade Agreement (CEFTA) and for those not yet being part of WTO, this is of great benefit as it prepares them to 
meet the criteria for WTO membership. 

Trade liberalization 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 a 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.  

The biggest achievements of CEFTA are: ratifying Additional Protocol 5 and starting with its implementation by 5 
countries and one pending for depositary info; the text for Additional Protocol 6 defined, pending for adoption; 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, FATS and FDI; the negotiations for mutual 
recognition for professional qualifications for doctors, dentist, engineers and architects has started. 

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 liberalization 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. 

Measure 15: Trade facilitation 

1. Description of the measure 

The measure is rolled over from the previous year, details on its implementation ate 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). Negotiations on the Additional 
Protocol 5 began in 2015 and the Protocol entered into force in 2018. 

Trade policy and its facilitation are part of the Integrated Growth Pillar of the South East Europe 2020 Strategy. 
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. 

The general objective of the Additional Protocol 5 is 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 CEFTA Party, provided that both the 
legislation and implementation of each national programme is fully in line with the relevant EU acquis. 

The planned activities in 2018 have been implemented. The Additional Protocol 5 was ratified by the Republic of 
Macedonia in January 2018 and is applicable with Montenegro and Moldova as of April 18, 2018, with Albania as 
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of 14.06.2018 and Bosnia and Herzegovina as of 24.06.2018. The ratification procedure was completed in Serbia 
on 25.09.2018, but no information has yet been received from the Depositary. It is expected to be ratified by Kosovo 
as well. 

The measure is linked with the measure of facilitating Macedonia-Serbia joint railway cross border crossing.  

a. Planned activities in 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 equipment: Firewall / router / 
switches. 

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. 

b. Planned activities in 2020 

In 2020 and in the upcoming period, no specific activities are planned except for system maintenance activities. 

2. 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 TRACEE 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%. 

3. Key Performance Indicators  

To monitor the success of the measure it is expected that the procedures for customs and inspections will be 
simplified and reduced at least approximately for 25% which will result with reduction of time of the customs 
clearance for 25%.  

4. Estimated costs for activities and the source of financing 

CEFTA Secretariat planned activities within CEFTA will be financed by IPA. The country planned activities will be 
financed within the Governmental Budget for each institution involved in the implementation. The planned activities 
in 2019 amount to EUR 51.500, to be included in the Budget of the Republic of Macedonia, EUR 22.500 in the 
Budget of the Customs Administration, EUR 14.500 in the budget of the Phytosanitary Directorate and EUR 14.500 
in the budget of the Food and Veterinary Agency. 

The annual costs for running of internet connections at all locations amount to EUR 3.600. 

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. Potential risks 

Risk Probability Potential 
impact 

Mitigating actions 

Possible underestimation of allocated 
budget  

10-15% Medium to High Timely assessment for the need of increased 
budget allocations 

Coordination problems between countries 
might arise in the implementation phase 

10-15% Medium to High Regular consultation meetings between countries 
involved 
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4.3.6 Education and skills 

The new 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, Macedonia achieves a score of 2.829, with the average for the countries of 
Southeast 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. 

According to the International Student Assessment Program (PISA), conducted by OECD, two thirds of 
Macedonian students at the age of 15 show poor results (not achieving a level of functional literacy) in science, 
mathematics, reading, cooperation in solving problems and financial literacy compared to their peers from 72 
countries and economies. Therefore, investment in primary and secondary education is significant30. 

For these reasons, several processes for increasing the quality of the primary education started: preparation of a 
new Law on primary education revision of the curricula in the first three grades, as well as preparation of the 
National standards for achievements, for each cycle of the primary education, based on learning outcomes and 
competences defined by the European Commission. Also, in order to provide support for the trainings of teachers, 
the Bureau for Development of Education has established the Learning Management System in support of 
providing training for teachers and their professional development. In addition, Draft Annual Program for 
Professional Development and Advancement of Teachers and Professional Associates in Primary and Secondary 
Schools were prepared. 

Enhanced support should be provided especially for vocational education and training, as well as good trainings 
for teachers and pre-school education31. 

Although more students are enrolled in VET than in general secondary education, students that complete VET are 
identified as having the largest skill gap by all economic sectors, that is, they are not ready for work, except for the 
ICT and automotive industry. 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, 
characterized by narrowly defined professional profiles and low flexibility, is not effective32, we undertook several 
activities in order to increase the involvement of the business community in the ongoing reforms of the VET. As of 
2017, the business sector’s representatives are members of the National Board for Macedonian Qualification 
Framework, of the sectorial commissions for qualification and they were included in the preparation of the 
Methodology for developing standards of occupation.      

In cooperation with employers in the past two years, over 229 occupational standards have been developed and 
adopted, but it is still necessary to invest in raising the knowledge of employers for the role that occupational 
standards and qualification standards have in creating relevance between businesses and vocational education 
and training. At the request of employers and the needs of the labour market, 40 standards of qualifications were 
designed and adopted. In the process of adoption, there are 20 qualifications designed according to the 
requirements of employers. The modular approach in vocational education has been piloted in the 2017/2018 
school year for three pilot qualifications by reforming the curriculum. A special focus is placed on the training of the 
teaching staff and the school management team. In addition to the ongoing reform of the four-year vocational 
education (technical education), the reform of the two-year and three-year vocational education was completed. 
The focus of the trainings was on the student and on the work-based approach. Starting from the academic year 
2017/2018, direct involvement of the business company was enabled by involvement of students in the work 
process.  

It is necessary to invest in post-secondary education, which does not attract a sufficient number of students due 
to obsolete and unreformed professional profiles. Amendments to the Law on Vocational Education and training 
will be foreseen in order to strengthen the collaboration with the business. The Centre for Adult Education started 
to develop a system for validation of informal and informal learning (VNIL) by creating relevant conceptual 
guidance. 

                                                           
29(Competitiveness in South east Europe, A policy Outlook 2018). 
30(Competitiveness in South east Europe, A policy Outlook 2018). 
31(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). 
32 (World Bank (2014c) Macedonia: Labour Market Assessment 2007-2011. Washington, DC: The World Bank). 
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A NQF Register (software and hardware) has been developed to include qualifications at all levels to ensure 
transparency and visibility of qualifications. However, there are challenges in the implementation of the MQF that 
remain, such as capacity building, financing and engagement and stakeholder co-operation33. 

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 16: 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 is under preparation. 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. Afterwards, new curricula and 
programs will be prepared, where the focus will be on the interaction between the teacher and the student. This 
reform is planned to be piloted in 2019. It is also foreseen to have harmonisation with the processes in the 
secondary education with preparation of a new Law on Secondary Education. In order to improve achievements 
of students on international tests, introduction and piloting of the innovative teaching methodology alongside the 
mainstream curriculum will help students to develop digital, problem solving and critical thinking skills. As additional 
measure is planned establishing Math Gymnasium.  

In order to overcome the great discrepancy in 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 program - grants to support 
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. After 
piloting the reformed curricula for the 4-year technical secondary education in 2017/2018 in 3 sectors (construction 
and geodesy, tourism and electro), we continue with the reform of all the curricula for the 4-year VET. The new 
curricula are modular, based on competences, with learning outcomes, and defined with ECVET credit points, 
based on the Recommendations of the European Parliament and the Council, as well as on the best practices in 
the EU member countries. 

Piloting curricula for dual vocational education will be implemented by helping companies acquire professional 
staff, having in mind that students will be preparing for work in a particular 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. The idea is 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). The project will focus on several clusters: IT, personal services, agriculture, food industry, 
catering and tourism. 

The focus of all these activities will be on work-based learning through the realization of high quality practical 
training, to the end of better preparedness and increased employment opportunities.  

Regarding the Validation of Non-formal and Informal Learning (VNIL), the Centre for Adult Education prepares 
procedures for VNIL, develop methodological documents for conducting VNIL, piloting the system for VNIL. It is 

                                                           
33(CEDEFOP, 2017b). 
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also planned to ensure quality in the qualification system by introducing a diploma supplement, as well as 
harmonization with the laws on education of the Law amending the Law on the National Qualifications Framework.  

Regarding higher education, in the next period focus will be placed on harmonization of the 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. 

a. Activities planned in 2019 

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 programs 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. 

b. Activities planned in 2020  

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 

c. Activities planned in 2021  

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; Providers of educational 
services 

2. 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, 
recognizing acquired qualifications in the state by foreign investors and recognizing qualifications acquired 
overseas by domestic employers, which will help for easier smooth transition of the job seekers. 

3. Key performance indicators  

Indicator 2019 2020 2021 
Number of students enrolling to VET schools 
compared to general education 

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

Number of student enrolling in STEM studies increase of 3% increase of 5% increase of 10% 

System for validation of formal and informal 
learning   

Adoption of changes on 
the Laws 

Established system for 
validation 

 

4. Estimated cost of the activities and the source of financing 
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In EUR 2019 2020 2021 
Budgetary expenditures 1.444.761  1.494.761  688.000 
Non-budgetary financing – IPA funds 1.360.000  1.436.000 1.586.000 

5. Expected impact on employment 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 
Macedonia are SMEs that do not have the capacity to recognize 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. Potential risks 

Risk Probability Potential 
impact 

Mitigating actions 

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

10% High Establishing accompanying bodies for support of NQF 
(sectoral committees) consisting of employers’ 
organization, 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 

15% High Strengthening of the awareness for the role of NQF; 
Finding adequate instruments to motivate employers 

4.3.7 Employment and labour markets 

In the medium-term period between 2013 and 2017, the number of employees in the Republic of Macedonia 
increased by 62,000 or by 9.1%. The average annual growth rate of the number of employees is 2.2%. The largest 
number of new jobs can be seen in the manufacturing industry; construction; trade; and public administration and 
defence, compulsory social insurance, while there is a decrease in agriculture. In 2017, the employment rate for 
the population aged 15-64 was 50.5%. It remains at a low level and indicates lack of utilization of the workforce as 
a development potential. Gender gap in employment is high. The employment rate of men (60.5% in 2017) is 
higher than for women (40.3%) by 20.2 pp. 

The employment rate among young people is low: only 17.5% of young people aged 15-24 are employed. One of 
the reasons for this is the low activity rate of young people (32.8%), 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 32.5%, 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 young women is family responsibilities. 

Although the unemployment rate is continually declining, the Republic of Macedonia still faces a high 
unemployment rate. The unemployment rate in 2017 was 22.5% (declined significantly from 31.2% in 2013), and 
there are no major gender differences. Of all unemployed persons, 53% are also looking for work through the 
Employment Agency of the Republic of Macedonia. 

Apart from the positive trend, young people have a high unemployment rate and the unemployment rate drops with 
the level of education. In young people, the low job creation rate in the labour market and the high unemployment 
rate result in high long-term unemployment. The activity rate in 2017 was 65.3%, which is by 1.4 pp. higher 
compared to 2013. Analysed by gender, the activity rate in 2017 is higher in men and is 78.4% (51.7% 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 Program and Social Policy 2020, the Employment Strategy 2016-2020 and 
the National Program for Economic Reform 2015, the goal is to increase the employment rate to 46.9% by 2020 
and to reduce the unemployment rate to 21.5%. Taking into account the trends in 2016-2017 and the first half of 
2018, the goals are feasible. 

In terms of employment and labour market, the joint conclusion of the Economic and Financial Dialogue 2018 is 
facilitate women's access to the labour market and provide sufficient capacity of the Employment Agency to 
implement the Youth Guarantee. 
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Taking into account the current reasons for high unemployment, most often they are associated with insufficient 
labour demand, which is largely a consequence of the weak economic growth in the past decade and the global 
economic crisis. Demand is mainly driven by improving the business environment and reducing labour costs. 

On the side of the labour supply, the measures were mainly aimed at improving the skills of the unemployed, 
retraining and further qualification, supporting young unemployed people in order to gain work experience, 
however, linking the needs of companies and the offered workforce remains a major challenge. 

In the past period, an assessment of the impact of the active employment measures was carried out and the 
measures were adjusted according to the recommendations, the quotas of minimum 30% youth participation in the 
active employment measures were determined, the measurement of the performance of the participants in the 
services and the measures for employment , improved information on the labour market, modernized the operation 
and services of ESA, but still a small number of employers use the services of the Employment Agency in relation 
to employment mediation. Also, in the past three years, implementation of profiling of the unemployed persons and 
preparation of individual employment plans in ESA has begun, through which the most vulnerable categories are 
directed to take part in the Active Employment Measures, whose implementation was part of the ERP 2018-2020. 

Measure 17: Youth guarantee 

1. Description of measure 

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

Under the Youth Guarantee, each young person under the age of 29 will be given the right job offer, the opportunity 
to continue education or be included in some of the internship or training measures for preparation for employment. 
This will be provided 4 months after the completion of education or registration as an unemployed person in EARM. 
EARM started the implementation of the measure Youth Guarantee in 2018 as a pilot activity in 3 employment 
centres (Skopje, Strumica and Gostivar), having in mind that it was necessary to see the course of implementation 
and possible problems that may arise, so if necessary to amend and modify the activities before the measure is 
implemented on the entire territory of the Republic of Macedonia. 

Following the example in the European countries, 3 pillars of activities are identified (early intervention, 
identification and inclusion and activation with integration in the labour market).EARM will intensify its activities and 
introduce new methods of work that are aimed at early intervention in order to prevent the future unfavourable 
position of young people on the labour market and to prevent their long-term unemployment and other related 
problems. 

In this sense, the following activities: 

- info meetings with young people in schools / faculties; 
- professional orientation and career counselling of students in primary and secondary schools; 
- employment fairs with a special emphasis on the participation of pupils and students; 
- better information on the situation on the labour market through the EARM website, social media and 

other applications, 

will be realized in cooperation with the educational institutions and will contribute to bringing the information on the 
labour market closer to pupils or students. 

The identification of inactive young people (who are not involved in the educational process, are neither employed 
nor are they seeking employment), is aimed at preparing for their inclusion in the measures for activation and 
integration in the labour market. In doing so, a special focus will be placed on young people who face different 
obstacles (social exclusion, poverty or discrimination). For that purpose, EARM will organize: 

- information campaigns for awareness raising and attracting young people to engage in some of the 
activation measures; 

- activities for identifying, contacting and involving inactive young people. 

The youth organizations within the non-governmental sector shall have the main role in the process of realization 
of this activity, whose contribution will be significantly important.  

The Youth Guarantee begins with the activation measures for young people. It will initially apply to young 
people who are active jobseekers and are registered for the first time as unemployed (influx). Once the unemployed 
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persons are registered in the unemployment register, they are immediately referred to their first interview with an 
expert from EARM, who makes the profiling of their employability using a control questionnaire and develops the 
individual employment plans. The IEP defines the activities that will enable the young unemployed person in the 
next 4 months to be included again in the educational process (not in the regular education) or to be included in 
some of the measures and services for employment, which will enable him to increase his opportunities for easier 
employment, i.e. he will be offered appropriate employment which corresponds to his education and skills. These 
activities include group and individual counselling and information; providing job search assistance services; 
motivational training; inclusion in one of the labour market integration measures (employment, education and 
training measures). 

a. Activities planned in 2019 

This measure with all the activities stated above in the section “Description of the measure”, will be implemented 
in all 30 employment centres, having in mind the experience of the pilot implementation in 2018.  

Within the Sector for Active Measures and Employment Services, a separate Unit for Employment of Young 
Persons will be established. Therefore, the existing Rulebooks for internal organization and systematization of the 
working positions in ESA will be adjusted accordingly. Within this unit, all activities for increased inclusion of young 
people on the labour market will be planned, coordinated and monitored, including the implementation of the Youth 
Guarantee Project, the National Youth Strategy and the National Action Plans for employment of young people. 

b. Activities planned in 2020 and 2021 

This measure with all the activities stated above in the section “Description of the measure”, will be implemented 
in all 30 employment centres, as part of their regular activities, having in mind the experience of the implementation 
in previous years. 

2. Expected impact on competitiveness 

All activities foreseen within this measure are expected to increase the competitiveness of young people and 
facilitate their inclusion in the labour market. In addition, competitiveness will be assessed through indicators that 
will be determined before the start of the implementation of the measure. 

3. Key performance indicators 

To monitor the success of the measure, several indicators have been defined, among which: 

- % of successful participants in the Youth Guarantee for a period of 4 months, in relation to the total number of 
participants in the measure, 
- % of successful participants in the Youth Guarantee according to the grounds for exit from the measure 
(employment, measure), 
- The situation of young people after leaving the Youth Guarantee (in the 6, 12 and 18 month intervals). 

All indicators will be monitored by sex, age and education level of the persons. 

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

In 2019, 2020 and 2021, the planned coverage of participants in all employment centres is 9500 annually, out of 
which it is estimated that one third will be included in active programs and measures for employment, for which 
approximately EUR 4,200,000 will be spent annually. 

5. Expected impact on employment and gender 

The measure Youth Guarantee aims to improve the position of young people in the labour market, and hence to 
increase their employment or employment opportunities. The employment of young people involved in this 
measure will be monitored monthly, semi-annually and annually. In addition, gender representation will be 
monitored. 

6. Potential risks  

Risk Probability Potential 
impact 

Mitigating actions 

Lack of physical and human capacities of 
EARM 

20%   High New employments, improving physical capacities,  



41 

4.3.8 Social protection and inclusion 

In Republic of 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% in 2017, while the Gini coefficient is 30.3. 

Table 4.2. Laeken poverty and social exclusion indicators, 2013–2016 

  2013 2014 2015 2016 2017 
At-risk-of-poverty rate, % of population 24.2 22.1 21.5 21.9 22.2 
Number of persons below at-risk-of-poverty threshold, in thousand persons 500.4 457.2 445.2 453.2 460.3 
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 

147,578 151,043 164,560 173,376 189,252 

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 of 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 region34 and there are 
concerns about the sustainability of the recent gains in poverty reduction.  

Significant reforms are necessary, 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 of the Republic of Macedonia to reduce the poverty rate below 16% by 
2020. 

Analyses show that the social protection system is in a phase when essential reforms are necessary, primarily in 
order to improve the effectiveness of financial benefits and the efficiency of benefits and social services that are 
delivered to end users. The current design of the social transfers is quite uneven and inadequate, and, as such, 
contributes to the deepening of inequality in the society. As regards the social protection services, they are not 
tailored to the individual needs of end users, and they should be provided in the community through further 
implementation of the process of deinstitutionalization, decentralization and pluralisation.  

Although the Law on Social Protection allows the process of pluralisation in the provision of social services, in 
practice, these are mainly provided by the state. There is a lack of initiative from municipalities to establish 
institutions for institutional or extra-institutional social protection, as well as greater activity and involvement of the 
local communities in the implementation of policies in these areas, coordination at the local level between relevant 
stakeholders and their greater cooperation with institutions at the national level. The private initiative is not 
sufficiently present in relation to all social protection services; however, what can be highlighted as the reason for 
this is the non-existence of the amount of the cost of the service defined by the state (per hour and per beneficiary). 
There is an evident lack of provision of social services by the civil sector, which is usually dependant on funds 
provided by external donors. Hence, the access to social protection services and the coverage of the beneficiaries 
of these services within the established forms of social protection do not fully satisfy the needs of the vulnerable 
categories. 

Measure 18: Enhancement of financial benefits in the field of social protection 

1. Description of measure 

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

The Ministry of Labour and Social Policy is in the process of a comprehensive reform of the systems for social and 
child protection. The aim of the reform is to harmonize the amounts of benefits with the needs of citizens and to 
help them get out of poverty. Social financial assistance will be reformed and upgraded to guaranteed minimum 
assistance. The beneficiaries will receive an amount that can meet the minimum subsistence needs, which was 

                                                           
34 World Bank Policy Notes 2017 
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not the case until now with the existing entitlement to Social Financial Assistance. At the same time, users will be 
provided with support to complete their education and acquire skills that will become competitive in the labour 
market. 

In order to achieve one of the highest priorities of eradicating child poverty, easier access to the child allowance 
will be provided, in a way that the right can be realized by families with children with low income and who do not 
have to have an employed member in the family, a requirement that so far, has been crucial in the exercise of the 
right to child allowance. A novelty in child protection is the introduction of an educational allowance for children 
attending regular and primary school classes in order to support parents in meeting school expenses, thus 
preventing early school leaving. 

In addition to these rights, each household beneficiary of guaranteed minimum assistance will receive MKD 1,000 
per month during the six winter months to cover heating costs. So far, this measure has been minimally used due 
to administrative difficulties. 

The reformed social protection system envisages enhanced activation of the beneficiaries of guaranteed minimum 
assistance in a way that all able-bodied members of the household will be included in active employment programs 
for their empowerment for work and employment. This involves the obligatory continuous attendance of trainings 
as well as the acceptance of an employment offer. 

These measures will have a direct impact on the reduction of poverty and social exclusion of vulnerable categories 
of citizens. In this direction, in the past period, the redefinition of the institutional framework of the social protection 
system, redesign of the monetary rights from social protection, strengthening of the existing ones and introduction 
of new social services that are being realized by the Working Group in the MLSP and expert support from four 
local experts who, together with an international expert, prepared a proposal for the reform of the social protection 
system. This document is based on a comparative analysis of the social protection systems in different countries, 
an analysis of the existing system of social protection in the Republic of Macedonia and the identified advantages 
and weaknesses of the system, as well as financial analysis and cost estimation for the introduction of the program. 
As a result of the realized activities within the consultative process a draft text of the new Law on Social Protection 
has been prepared. 

a. Activities planned in 2019 

- Adoption of a new Law on Social Protection, 
- Adopting new bylaws (rulebooks, guidelines, norms, etc.), 
- Trainings for the persons employed in the social protection system in order to become acquainted with the new 
solutions and their smooth implementation, 
- Public campaign for the new legal solutions in order to familiarize end users, 
- Finalization of the upgrade of the software solution for administering monetary rights, 
- Defining, designing and testing new software for administration of money rights and social services, 
- Implementation of the new software for administration of monetary rights and social services, 
- Establishing mechanisms for controlling of the functioning of the system. 

b. Activities planned in 2020 

- Monitoring the implementation of the new Law on Social Protection, especially in the segment targeting the 
beneficiaries of the right to guaranteed minimum assistance, 
- Establishment of new social protection services in the direction of strengthening and activating the users, 
- Expanding the social services network and establishing a comprehensive system of social services. 

c. Activities planned in 2021 

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

2. Expected social outcomes 

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 utilization of financial resources aimed at providing social services. 

3. Key Performance Indicators 
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-  Reduction of the poverty rate to 16% by 2021. 

- Inclusion in the labour market of about 20% of existing social welfare beneficiaries 

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

The funds for the implementation of the planned activities are planned to be in the amount of approximately EUR 
35.600.000 for 3 years. 

5. Expected impact on employment and gender 

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. Potential risks 

Risk Probability Potential 
impact 

Mitigating actions 

Delays in adoption of the law within the 
planned deadline, as well the new bylaws 

10% High Close monitoring of the process 

Delays in the upgrade of the software 
solution for administering financial 
entitlements 

10% High Close monitoring of the process 
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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 2019 140.000 300.000 - 30.000 470.000 
Year 2020  160.000 300.000 - 30.000 490.000 
Year 2021 - - - - - 
Measure 2: Promotion of renewable energy sources and improvement of energy efficiency 
Year 2019 18.500 30.000 2.287.000 - 2.335.500 
Year 2020  - - To be determined - - 
Year 2021 - - - - - 
Measure 3: Facilitating Macedonia-Serbia cross-border crossing 
Year 2019 - - - - - 
Year 2020  - - - 2.000.000 2.000.000 
Year 2021 - - - 2.500.000 2.500.000 
Measure 4: Implementation of an intelligent transport system along Corridor 10 
Year 2019 - - - - - 
Year 2020  - - - - - 
Year 2021 - - - - - 
Measure 5: Improving of irrigation system 
Year 2019 - 652.000 - 34.128.808 34.780.808 
Year 2020  - - - 46.515.342 46.515.342 
Year 2021 - - - 21.301.000 21.301.000 
Measure 6: Consolidation and defragmentation of agricultural land 
Year 2019 - 1.230.000 - - 1.230.000 
Year 2020  - 1.000.000 - - 1.000.000 
Year 2021 - 1.340.000 - - 1.340.000 
Measure 7: Agricultural cooperatives 
Year 2019 - 960.000 - 2.080.000 3.040.000 
Year 2020  - - - 1.060.000 1.060.000 
Year 2021 - - - 2.860.000 2.860.000 
Measure 8: Financial support of investments 
Year 2019 - - 20.000.000 - 20.000.000 
Year 2020  - - 20.000.000 - 20.000.000 
Year 2021 - - 20.000.000 - 20.000.000 
Measure 9: Financial support for micro, small and medium enterprises 
Year 2019 - - 10.000.000 - 10.000.000 
Year 2020  - - 10.000.000 - 10.000.000 
Year 2021 - - 10.000.000 - 10.000.000 
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Measure 10: Increasing competitiveness in the tourism and hospitality sector 
Year 2019 300.000 2.000.000 0 12.700.000 15.000.000 
Year 2020  - - - - - 
Year 2021 - - - - - 
Measure 11: Harmonization of the Public Procurement Legal framework with the Acquis 
Year 2019 - - - - - 
Year 2020  - - - - - 
Year 2021 - - - - - 
Measure 12: Development of a National E-Services Portal 
Year 2019 72.000 822.000 - 210.500 1.104.500 
Year 2020  48.000 350.000 - 762.000 1.160.000 
Year 2021 18.000 350.000 - 1.062.000 1.430.000 
Measure 13: Reducing the informal economy 
Year 2019 - 200.000 - - 200.000 
Year 2020  - 500.000 - - 500.000 
Year 2021 - 300.000 - - 300.000 
Measure 14: Improving Infrastructure and Access to Finance for Research, Development and Innovation 
Year 2019 30.000 250.000 - 8.000.000 8.280.000 
Year 2020  30.000 750.000 - 1.000.000 1.780.000 
Year 2021 30.000 1.500.000 -  1.530.000 
Measure 15: Trade facilitation 
Year 2019 - 51.500 - - 51.500 
Year 2020  - - - - - 
Year 2021 - - - - - 
Measure 16: Further development of the qualification system 
Year 2019 - 2.704.761 100.000 - 2.804.761 
Year 2020  - 2.830.761 100.000 - 2.930.761 
Year 2021 - 2.174.000 100.000 - 2.274.000 
Measure 17: Youth guarantee 
Year 2019 - 2.100.000 2.100.000 - - 
Year 2020  - 2.100.000 2.100.000 - - 
Year 2021 - 2.100.000 2.100.000 - - 
Measure 18: Enhancement of financial benefits in the field of social protection 
Year 2019 - - - - - 
Year 2020  - - - - - 
Year 2021 - - - - 35.600.000 total for 3 years 
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Table 10b: Funding of structural reform measures (in EUR) 

Year Central budget Local budgets 
Other national 
public finance 
sources 

IPA 
funds 

Other 
grants 

Project loans 
To be 

determined 
Total 

Measure 1: Increasing the competitiveness of the electricity market 
Year 2019 - - 470.000 - - - - 470.000 
Year 2020  - - 490.000 - - - - 490.00035 
Year 2021 - - - - - - - - 
Measure 2: Promotion of renewable energy sources and improvement of energy efficiency 
Year 2019 553.500 - - To be 

determined 
1.800.000 - - 2.335.500 

Year 2020  To be determined - - To be 
determined 

To be determined - - - 

Year 2021 - - - - - - - - 
Measure 3: Facilitating Macedonia-Serbia cross-border crossing 
Year 2019 - - - - - - - - 
Year 2020  - - - - 2.000.000 - - 2.000.000(WBIF 

Investment Grant) 
Year 2021 - - - - 2.500.000 - - 2.500.000(WBIF 

Investment Grant) 
Measure 4: Implementation of an intelligent transport system along Corridor 10 
Year 2019 - - - - - - - - 
Year 2020  - - - - - - - - 
Year 2021 - - - - - - - - 
Measure 5: Improving of irrigation systems 
Year 2019 26.147.441 - - 1.152.000 - 7.481.367 - 34.780.808 
Year 2020  40.222.165 - - 3.500.000 - 2.793.177 - 46.515.342 
Year 2021 10.370.477 - - 1.500.000 - 9.430.523 - 21.301.000 
Measure 6: Consolidation and defragmentation of agricultural land 
Year 2019 330.000 - - 900.000 - - - 1.230.000 
Year 2020  340,000 - - 660,000 - - - 1.000.000 
Year 2021 340,000 - - 1,000,000 - - - 1.340.000 
Measure 7: Agricultural cooperatives 
Year 2019 1.060.000 - - 1.980.000 - - - 3.040.000 
Year 2020  1.060.000 - - 0 - - - 1.060.000 
Year 2021 1.060.000 - - 1.800.000 - - - 2.860.000 

                                                           
35 These funds are planned for activities related with market operator 



47 

Measure 8: Financial support of investments 
Year 2019 20.000.000 - - - - - - 20.000.000 
Year 2020  20.000.000 - - - - - - 20.000.000 
Year 2021 20.000.000 - - - - - - 20.000.000 
Measure 9: Financial support for micro, small and medium enterprises 
Year 2019 10.000.000 - - - - - - 10.000.000 
Year 2020  10.000.000 - - - - - - 10.000.000 
Year 2021 10.000.000 - - - - - - 10.000.000 
Measure 10: Increasing competitiveness in the tourism and hospitality sector 
Year 2019 3.000.000 - - 12.000.000 - - - 15.000.000 
Year 2020  - - - - - - - - 
Year 2021 - - - - - - - - 
Measure 11: Harmonization of the Public Procurement Legal framework with the Acquis 
Year 2019 - - - - - - - - 
Year 2020  - - - - - - - - 
Year 2021 - - - - - - - - 
Measure 12: Development of a National E-Services Portal 
Year 2019 404.500 - - 600.000 100.000 - - 1.104.500 
Year 2020  210.000 - - 950.000 - - - 1.160.000 
Year 2021 180.000 - - 1.250.000 - - - 1.430.000 
Measure 13: Reducing the informal economy 
Year 2019 - - - 200.000 - - - 200.000 
Year 2020  - - - 500.000 - - - 500.000 
Year 2021 - - - 300.000 - - - 300.000 
Measure 14: Improving Infrastructure and Access to Finance for Research, Development and Innovation 
Year 2019 7.880.000 - - - - 400.000 - 8.280.000 
Year 2020  1.780.000 - - - - - - 1.780.000 
Year 2021 1.550.000 - - - - - - 1.550.000 
Measure 15: Trade facilitation 
Year 2019 51.500 - - - - - - 51.500 
Year 2020  - - - - - - - - 
Year 2021 - - - - - - - - 
Measure 16: Further development of the qualification system 
Year 2019 1.444.761 - - 1.360.000 - - - 2.804.761 
Year 2020  1.494.761 - - 1.436.000 - - - 2.930.761 
Year 2021 688.000 - - 1.586.000 - - - 2.274.000 
Measure 17: Youth guarantee 
Year 2019 - - 4.200.000 - - - - - 
Year 2020  - - 4.200.000 - - - - - 
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Year 2021 - - 4.200.000 - - - - - 
Measure 18: Enhancement of financial benefits in the field of social protection 
Year 2019 - - - - - - - - 
Year 2020  - - - - - - - - 
Year 2021 - - - - - - - 35.600.000 total 

for 3 years 
 

Table 11: Reporting on the implementation of the structural reform measures of the ERP 2018-2020 

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: Harmonization of the Public Procurement Legal framework with the Acquis 
Stage of reform 

implementation (1-5) 
Activities planned for 2018 1. Adopt a new PPL with a package of by-laws harmonized with the new directives and upgrade of the public procurement 

software. 
4 

Description of implementation 
and explanation if partial or no 
implementation 

2. The draft law is in an advanced phase and will soon be sent to the Government of the Republic of Macedonia for adoption. It is expected to be 
adopted by the Parliament of the Republic of Macedonia according to the planned dynamics, by the end of 2018. The by-laws will be drafted within 6 
months of the adoption of the law, so they are expected to be adopted in the first half of 2019. 

 Measure 2: Improvement of Internal financial control 
Stage of reform 

implementation (1-5) 
Activities planned for 2018 1. Reassessment of policies in the area of public internal financial control. 

Preparation of a new strategic document "Public Internal Financial Control Policies for the period 2018-2020" (PIFC Policy 
Paper 2018-2020) that will ensure sustainability of the strengthened managerial accountability and improve efficiency in public 
financial management through strengthening internal controls, strengthening internal audit, i.e. raising administrative 
capacities in the public sector at all levels. 

4 

Description of implementation 
and explanation if partial or no 
implementation 

1. The draft version of the text is prepared and will be sent to the relevant departments in Ministry of Finance for comments and remarks and then to 
SIGMA and EC. 

 Measure 3: Increasing the competitiveness of the electricity market Stage of reform 
implementation (1-5) 

Activities planned for 2018 1.Adoption of the Energy Law and secondary legislation (bylaws) 3 

2.Unbundling and certification of the transmission system operator in accordance with the Third Energy Package 3 

3. Establishing a national balancing market and non-discriminatory and cross-border market exchange of balancing services 3 

4. Adoption of Action plan for phasing out price regulation 5 

5. Procurement of technical support and provision of a trading, clearing and settlement platform 3 
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6. Corporate plan for the company holding the activity-organized electricity market 1 

7. Establishment of a company (power exchange) 1 

8. Designing trading strategies, portfolios and risk management solutions, taking into account the generations in each user 1 

9. Code of conduct (compliance with legal and regulatory requirements) 1 

Description of implementation 
and explanation if partial or no 
implementation 

1.  The Energy law entered into force on 5th of June.2018 – full implementation. The secondary legislations is into preparation. The deadline for fully 
implementation of the by-laws is 18 months from 05th of June – the date of entry into force of the Energy law. 
2. Regarding the unbundling procedure, the Government of Republic of Macedonia adopted decision for transfer of shares from JSC MEPSO to the Ministry 
of transport and communications. Within 30 days from the date of the transfer of shares, the electricity transmission system operator starts the certification 
procedure. Before starting with certification procedure, the electricity transmission system operator within 30 days from the day of the registration of the 
shares into the Central Depository, establishes new company – market operator.   
The rulebook for certification is already adopted. Within 90 days from the entry into force of the Energy law, the electricity transmission system operator 
need to assignee an officer for compliance.   
3. According Article 68 clause 4 from the Energy law, the electricity transmission system operator organizes and manages the balancing energy market. 
Within 90 days from the entry into force of the Energy law, the electricity transmission system operator need to adopt the rules for balancing.  Procedure 
for adoption of the Rules for balancing are ongoing. 
4. According the new Energy law, the method of price regulation is terminated. The Tariff System for electricity selling to the consumers supplied by the 
universal supplier and supplier in last resort is adopted.   After the adoption of the Rules for universal supplier as well the selection of the universal supplier, 
the price regulation is no longer applicable.  
5. The Secretariat of the Energy Community organized technical assistance to Macedonia to establish the Institutional set-up for the Organised day-ahead 
market prepared by BORZEN-Slovenian power market operator and BSP-Slovenian electricity exchange and NEMO (market based). This draft model for 
an organized electricity market was presented in the Government on 30th of May. 2018. Part of this draft model for an organized electricity market is 
timetable for implementation. The activities are in progress. 
6. With Governmental decree it will be regulated the operation of the organized electricity market operator, as well as the necessary technical, personnel 
and financial conditions that the abovementioned operator need to fulfil. The decree need to be adopted within 6 months from the entry into force of the 
Energy law. 
7. The timings depend on stakeholders from the Technical assistance to Macedonia to establish the Institutional Set-up for the Organised Day-ahead 
Market, the stand-alone market operator company establishment will be completed within 3 months, before end of November 2018. 

8.  This activity will start with implementation after establishment of the Market operator.    

9. This activity will start with implementation after establishment of the Market operator. 

 Measure 4: Promotion of renewable energy sources and improvement of energy efficiency Stage of reform 
implementation (1-5 

Activities planned for 2018 1. Adoption of the Law on Energy Efficiency 3 

2. Bylaw regulation prescribing procedures for acquiring the right to feed-in premiums 4 

3. Preparation of tender documentation for a public announcement with a model of a Feed-in Premium Agreement 3 

4. Publication of a public announcement for bidding on the amount of the feed-in premium for determined locations. 1 
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5. Preparation of the Strategy for the renovation of buildings by 2050 1 

6. Further harmonization of the legislation for application of energy services contracts 3 

Description of implementation 
and explanation if partial or no 
implementation 

1. With technical assistance, the draft version from the new Law for Energy Efficiency is in procedure. It is planned to be put on public debate and to be 
adopted in the Parliament of the Republic of Macedonia by the end of this year. In accordance with the Third NEEAP the Ministry of Economy in 2018 
spent EUR 800.000 for energy efficiency measures in residential sector. Also, the Ministry of Economy has planned EUR 800.000 in 2019 for these 
measures. 
2. With technical assistance, the draft version for the Decree on measures for support of renewable energy sources is in procedure of drafting. It is 
planned to be adopted in 2018. For realisation of the measures for support of renewable energy sources funds in amount of 500 000 EUR are planned.  
3. For the preparation of the tender documentation a technical assistance is provided. The Ministry of Economy in 2019 has planned founds in amount of 
30.000 Euro for softer for record keeping of premium Agreements, signed by the renewable energy producers. 
4. After adoption of the Annual programme for the measures for support of renewable energy sources for 2019, the tender will be prepared and published 
next year. For these activities, the Ministry of Economy has planned funds in amount of 500.000 Euro for support of renewable energy production. 
5. After adoption of the new Law for Energy Efficiency, with technical assistance, the preparation of the Strategy for renovation of buildings 2050 will 
start. 
6. With technical assistance the Energy services contracts model for public sector was prepared. The framework of legislation for energy services 
contracts will be covered in the New Law for Energy Efficiency and the accompanying by-laws. 

 Measure 5: Facilitating Macedonia-Serbia cross-border crossing Stage of reform 
implementation (1-5) 

Activities planned for 2018 1. Preparation of the Urban Planning Documentation, Architectural-Urban Design, Infrastructure Design, Feasibility Study, 
Environmental and Social Assessment, Preliminary and Main Designs, Tender Documentations for Works, Goods and Services.  

5 

2. Preparation of the GAF Investment Grant  4 
Description of implementation 
and explanation if partial or no 
implementation 

Grant Investment Application Form is envisaged to be sent to the WBIF Steering Committee till the end of 2018. Approval of the Application will be end of 
2019, and if the Application is approved the works are envisaged to start mid of 2020.   

 Measure 6: Improving of irrigation systems 
Stage of reform 

implementation (1-5) 
Activities planned for 2018 1. Construction of road to location where Orizarska dam is finished and obtaining of construction license is still going on process.  3 

2. Construction works going on for building of dam Konsko 5 

3. Construction license for building of irrigation system Raven Rechica obtained  4 

4. Finishing technical and planning documentation for construction of dam on Slupchanska river 5 

5. Finishing tender documents for second stage – irrigation and third stage – hydro power plants of hydro system Zletovica to 
the end of the year 

3 

6. Starting construction works on irrigation system South Vardar – second stage  5 

7. Tender dossier preparation for construction of 8-10 small irrigation systems under 300 ha (IPA). 5 

1. The construction of the access road is finished. The works for the construction of the dam have not been started, because a procedure for obtaining a 
building permit is underway. 
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Description of implementation 
and explanation if partial or no 
implementation 

2. Construction works are underway according to contract. 

3. Construction works should start to the end of year, and building permit has been issued. 

4. Technical documentation was prepared and some of it issued. The rest should be delivered to the end of this year.    

5. By the end of 2018, the preparation of the technical documentation for Phase II - Irrigation and Phase III – Energy should be completed. 

6. Currently, the procedure for selecting a contractor for the Irrigation System South Vardar Valley second phase is underway. 

7. Preparation of tender documentation for the construction of 6-8 small irrigation systems is underway. 

 Measure 7: Consolidation and defragmentation of agricultural land 
Stage of reform 

implementation (1-5) 
Activities planned for 2018 1 Adopt a revised and improved legal framework for the consolidation of agricultural land 4 

2. 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 3 

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 1 

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 

1.  Selection and training of service providers for the preparation of consolidation plans and infrastructure plans started with delay in 2018 due to the fact 
that the previous phase of the consolidation process, the preparation of feasibility studies delayed with the start. The reasons for this are the complex 
administrative procedures of the implementing 

2. Preparation of 9 consolidation plans for selected consolidation areas did not started in 2018 due to the fact that the previous phase of the consolidation 
process, the preparation of feasibility studies delayed with the start. The reasons for this are the complex administrative procedures of the implementing 

 Measure 8: Agricultural cooperatives 
Stage of reform 

implementation (1-5) 
Activities planned for 2018 1. Encouraging the process of market-oriented association of farmers in agricultural cooperatives; 0 

2. Providing continuous financial support for cooperatives (continuous implementation of measures from the previous period) 2 

3. Support for investments in processing, finalization and marketing of agricultural products  2 

Description of implementation 
and explanation if partial or no 
implementation 

1. No implementation due to delay in the procedure of amending the Law on agricultural cooperative 

2. Public Call is announced for applying for using the funds from the Program for Financial Support of the Rural Development for 2018 for measure 131 
"Economic Association of Agricultural Holdings for joint agricultural activities" . The measure will continue in 2019. 
3. The activities are carried out with the support of the EU funded project “Support to agricultural cooperatives in the Republic of Macedonia”. Public Call 
is announced for declaring interest in the development of agricultural cooperatives. 
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 Measure 9: Supporting activities for attracting FDIs and investments by domestic companies 
Stage of reform 

implementation (1-5) 
Activities planned for 2018 1. Introduction of a legal, financial and organizational framework for the implementation of the support activities. 5 

2. Supporting new FDIs and domestic companies that will invest in new green-field investments within the existing "support 
packages" (ex. tax exemptions) implemented in investment projects in the zones. 

5 

3. Support for the purchase of assets of companies insolvent or in liquidation. 3 
4. Support for investment projects with a major impact on the domestic economy. 3 

Description of implementation 
and explanation if partial or no 
implementation 

1. On 8.5.2018 the Law on Financial Support of Investment was adopted (Official Gazette No. 83), which established the legal, financial and 
organizational framework for formalizing the support and implementation of the measures from the first and second pillars of the Economic growth Plan.  
2. In the first quarter of 2018, the total foreign direct investments in the Republic of Macedonia amount to over EUR 235 million. 

3. In 2018, a total of 182 companies submitted a request for utilization of funds through the Law on Financial Support of Investments. After the conducted 
evaluation, about 100 companies were positively assessed and signed an Agreement for granting financial support 
4. In 2018 a total of 182 companies submitted a request for utilization of funds through the Law on Financial Support of Investments. After the conducted 
evaluation, about 100 companies were positively assessed and signed an Agreement for granting financial support 

 Measure 10: Support for Investments 
Stage of reform 

implementation (1-5) 
Activities planned for 2018 1. Introduction or improvement (revision) of the legal, financial and organizational framework for the implementation of the 

support activities. 
5 

2. Support for investment for development. 3 

3. Support to growth of SMEs.  4 

4. Support for the transfer and / or establishment of I & R departments and innovation departments in companies established 
in the country. 

3 

Description of implementation 
and explanation if partial or no 
implementation 

1. On 8.5.2018 the Law on Financial Support of Investment was adopted (Official Gazette No. 83), which established the legal, financial and 
organizational framework for formalizing the support and implementation of the measures from the first and second pillars of the Economic growth Plan. 
2. In 2018, a total of 182 companies submitted a request for utilization of funds through the Law on Financial Support of Investments. After the 
evaluation, about 100 companies were positively assessed and signed an Agreement for granting financial support. 
3. At the first call in 2018 conducted by FITR, applied 236 companies with projects totalling about EUR 53 million. In the first public call, 90% of the funds 
are allocated for innovation grants (64 companies), 16% of the funds are intended for support of micro, small and medium companies (13 companies), 
while 3% of the funds are intended for support on "gazelles" (2 companies). 
4. In 2018 a total of 182 companies submitted a request for utilization of funds through the Law on Financial Support of Investments. After the evaluation, 
about 100 companies were positively assessed and signed an Agreement for granting financial support. 

 Measure 11: Improving the competitiveness of domestic companies for new markets Stage of reform 
implementation (1-5) 

Activities planned for 2018 1. Financial support for companies that will improve their competitiveness in new markets. 3 
2. Support in finding partners and access to new markets. 3 
1. In 2018, a total of 182 companies submitted a request for utilization of funds through the Law on Financial Support of Investments. After the 
evaluation, about 100 companies were positively assessed and signed an Agreement for granting financial support. 
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Description of implementation 
and explanation if partial or no 
implementation 

2. In 2018, a total of 182 companies submitted a request for utilization of funds through the Law on Financial Support of Investments. After the 
evaluation, about 100 companies were positively assessed and signed an Agreement for granting financial support. 

 Measure 12: Increasing competitiveness in Tourism & Hospitality Sector 
Stage of reform 

implementation (1-5) 
Activities planned for 2018 1. Establish a destination management process. 4 

2. Implementation of large infrastructure and small investment sub-grants under the grant scheme. 4 
3. Strengthening the capacities for implementation of the activities of the key government institutions, as well as the private 
sector and civil society organizations in order to play an active role in the development of tourism in Macedonia. 

4 

4. Improved access to international markets (the Ohrid destination to build at the export level). 4 
5. Improved destination management for access to international markets for paragliding (destination Krusevo). 5 
6. Improved tour guide services and their visibility for travel agencies. 4 

Description of implementation 
and explanation if partial or no 
implementation 

1. In the first half of 2018, after the first call from the Program for Local and Regional Competitiveness in Tourism and after the implementation of the 
evaluation and approval procedures, projects totalling approx. 2.1 million Euros were approved. An evaluation of the applications from the second call is 
currently underway, which is expected to conclude contracts totalling about EUR 15 million, which will be realized in the course of 2020. 
2. In the first half of 2018, after completing the first call from the Program for Local and Regional Competitiveness in Tourism and following the 
implementation of the evaluation and approval procedures, projects totalling approx. 2.1 million Euros were approved. An evaluation of the applications 
from the second call is currently underway, which is expected to conclude contracts totalling about EUR 15 million, which will be realized in the course of 
2020. 
3. In the first half of 2018, after the completion of the first call from the Program for Local and Regional Competitiveness in the Tourism and after the 
implementation of the evaluation and approval procedures, projects totalling approx. 2.1 million Euros were approved. An evaluation of the applications 
from the second call is currently underway, which is expected to conclude contracts totalling about EUR 15 million, which will be realized in the course of 
2020. 
4. A Partnership was established between the Macedonian Faculty of Tourism and Hospitality and the World Tourism Forum Lucerne (STFL), 
established with Swisscontact, which will enable the exchange of ideas, programs and joint collaboration of various projects with other universities that 
are part of STFL, as well as increasing awareness of the tourism profession and industry nationally. 
5. Organized event "When in Krusevo". 400 adventurers visited the event. Through the implementation of the event it turned out that the destination can 
be developed by giving priority to a specific type of tourism and attracting visitors and bringing revenue to the destination. Both the public and private 
sector in Krusevo pointed out the development of adventure tourism as a sector that should help the economic development of the destination. The 
Destination Management Working Group supported the organization of the event "When in Krusevo". About 3,000 tourists visited the destination with 400 
participants in adventure activities. 
6. In the first half of 2018, after completing the first call from the Program for Local and Regional Competitiveness in Tourism and following the 
implementation of the evaluation and approval procedures, projects totalling approx. 2.1 million Euros were approved. An evaluation of the applications 
from the second call is currently underway, which is expected to conclude contracts totalling about EUR 15 million, which will be realized in the course of 
2020. 

 Measure 13: Development of a National E-Services Portal 
Stage of reform 

implementation (1-5) 
Activities planned for 2018 1. Entering data on services from remaining laws in the Catalogue of services; 3-4 

2. Qualitative analysis on data entered in the catalogue (administrative guillotine); 1 
3. Revision and amendments of the Law on electronic management and its bylaws; 4 
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4. Adoption on the Law on e-services and its bylaws; 4 
5. Development of new electronic services; 5 
6. Launch and promotion of the National e-services Portal; 4 
7. Training for public sector employees - users of the portal. 1 

Description of implementation 
and explanation if partial or no 
implementation 

1. Data for all services from primarily 50 selected laws that were entered in 2017, needed to be improved and extended with more fields than originally 
planned, due to the need for better description of the services and based by the obstacles met during the first filling-in process.  
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 Law on electronic management will be joined with the Law on e-services into the Law on electronic management and e-services. It is written, 
communicated and discussed with the society, and is in the process of its adoption in the parliament. Respective by-laws are in the preparation stage. 
4. Same as above 
5. New electronic services have been developed and will be available on the National portal for e-services. 
6. Last planned activities are being executed. 
7. Preparations in developing some training materials and guidelines are done. 

 Measure 14: Improving infrastructure and access to finance for research, development and innovation 
Stage of reform 

implementation (1-5) 
Activities planned for 2018 1. Co-financing grants for technology extension 5 

2. Co-financed grants for the establishment, operation and investment of business-technology accelerators 5 
3. Technical assistance to support innovative business 4 
4. Apply innovative solutions in the public sector and organize thematic challenges 4 

Description of implementation 
and explanation if partial or no 
implementation 

1. a) The Rulebook for the support instrument - Co-financing grants for technology extension received no-objection by the World Bank 
    b) The Rulebook for the support instrument - Co-financing grants for technology extension received consent by the Government of RM and was 
adopted by the Management Board of FITD 
    c) An open call for submission of  project proposals under the support instrument Co-financing grants for technology extension has been launched on 
29.05.2018 and was closed on 27.07.2019 
    d. 4 projects have been awarded financing. The total budget of the awarded projects is 3.200.000 EUR out of which 1.400.000 EUR is Fund’s co-
financing.  
2. a) The Rulebook for the support instrument – Co-financing grants for establishment, operations and investment of business-technology accelerators 
received no-objection by the World Bank 
    b) The Rulebook for the support instrument - Co-financing grants for establishment, operations and investment of business-technology accelerators 
received consent by the Government of RM and was adopted by the Management Board of FITD 
    c) An open call for submission of  project proposals under the support instrument Co-financing grants for establishment, operations and investment of 
business-technology accelerators has been launched on 29.05.2018 and was closed on 27.07.2019 
    d. 3 accelerators have been awarded financing. The total budget of the awarded projects is 2.000.000 EUR out of which 1.500.000 EUR is Fund’s co-
financing.  
3. “A Canvas for Innovation: a way forward to strengthening the national innovation ecosystem”: is a project financed under the European Union 
Integration Facility (EUIF) tool, available under IPA II 2014-2020 which started at the beginning of 2018 and which includes development of feasibility 
study for design of technical assistance for enhancing RDI in the private sector.  
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During 2018 FITD continued to provide technical assistance to the grant beneficiaries. Also for the first time, technical assistance in four thematic areas 
(preparation of applications, innovation management, market research and IPR) was outsourced by FITD to provide advisory support potential applicants 
for applying for the FITD funds.  
4. As part of this program four challenges have been launched in 2018: 
- O2 challenge: financing projects for reduction of pollution in urban areas in the Republic of Macedonia, in cooperation with the Ministry of Environment 
and Physical Planning; 
- Challenge for young researchers: financing of innovative projects by students and teachers in primary and secondary schools in the Republic of 
Macedonia, in cooperation with the Ministry of Education and Science 
- PristApp – Challenge: financing the design of information system for management in the area of travel and freight traffic, in cooperation with the Ministry 
of Transport and Communications  
- #Obrokzasite (Meal for everyone): financing of projects for use and distribution of food-waste, in cooperation with the Ministry of Labour and Social 
Affairs 

 Measure 15: Trade facilitation 
Stage of reform 

implementation (1-5) 
Activities planned for 2018 1. Ratification of the Additional protocol  5 5 

2. Implementation of Additional protocol 5 3 

Description of implementation 
and explanation if partial or no 
implementation 

1. The Protocol is ratified in Macedonia, Moldova, Montenegro, Albania, Bosnia and Herzegovina and Serbia 
2. Ratification between 5 parties is fulfilled, other 2 pending for ratification or information from Depository. The relevant institutions are revising the existing 
MoU’s according to AP 5; Draft Validation Rules for the Mutual Recognition of the AEO has been prepared and are expected to be adopted in November 
at the CEFTA bodies; Activities within Joint Facilitation Committee Macedonia – Serbia include signature of the documents for mutual recognition of border 
documents (veterinary and sanitary certificates), as well as Market Access Conformity Documents 

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

Activities planned for 2018 1. Development of 10 qualifications according to the demands of the workers and new technologies in the companies 5 
2. Establishment of 3 sectoral commissions for qualifications 5 
3. Implementation and operationalisation of the system for the observatory of skills. Linking it to the information systems of all 
involved institutions and downloading data from them. Conducting training for using the MES trainings for skills that are 
involved in the process of creating educational policies. 

3 

 4. Development of 5 special programs for adult education and training for additional qualification and retraining for easier 
employment in new companies and mobility of workers. 

5 

 
5. Increasing the number of employers who cooperate with higher education institutions, as well as secondary vocational 
schools in order to ensure quality practical work for students and students in enterprises and the opportunity for recognizing 
the workforce by the company, where practical work . 

5 

Description of implementation 
and explanation if partial or no 
implementation 

1. A total of 40 qualifications were developed (passed through the entire quality assurance process and are approved) and there are additional 20 
qualifications that are prepared and need to pass through the quality assurance process during the approval process. 
2. A total of 5 Sectorial Qualifications Committees have been established. 
3. 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 
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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. 
4. 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. 
5. 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: Upgrading the active measures included in the Operational Plan for Active Employment Programs and 

Measures and Labour Market Services 
Stage of reform 

implementation (1-5) 
Activities planned for 2018 1. Detailed analysis of active measures and programmes that have been implemented over the past years in order to detect 

shortcomings and develop improved active measures. 
5 

2. Preparation and adoption of the OP for 2018 5 
3. Development and implementation of the Occupational outlook. 5 

Description of implementation 
and explanation if partial or no 
implementation 

1. Prior to the preparation of the 2018 Operational Plan, MLSP conducted a thorough analysis on the effects of active labour market measures 
implemented in previous years, such as the number of participants, the effect of the measure etc. These findings were used in the design of the 2018 
plan.  
2. The Government of the Republic of Macedonia adopted the Operational Plan for Active Programs and Measures for Employment and Services on the 
Labour Market for 2018 on 27 February 2018. 
3. The activities are being implemented in accordance to the Work plan. So far, 18 occupations have been developed, while 9 are in the process of 
development. According to the Work plan, 72 occupation will be developed until 2021. 

 Measure 18: Youth guarantee 
Stage of reform 

implementation (1-5) 
Activities planned for 2018 1. Youth Guarantee will be piloted in 3 employment centres 5 

Description of implementation 
and explanation if partial or no 
implementation 

1. In 2018 the implementation of this measure is piloted in three pilot employment centres – Gostivar, Strumica and Skopje, by including young people 
not in employment, education or training (NEET) that are registered as unemployed people (inflow) in 2018 for the first time. For successful 
implementation of this activity, coordinated and joint action is necessary between many government institutions, social partners and civil society 
organizations. In the past period of implementation (01.03 – 10.08.2018), 1.979 people36 (953 women) were included in Youth Guarantee, of which 586 
people were employed, 705 people are included in some of the active programs and employment measures, and 952 people were included in the 
mediation for employment service. 

 Measure 19: Enhancement of financial benefits in the field of social protection 
Stage of reform 

implementation (1-5) 
Activities planned for 2018 1. Analysis and preparation of proposals for redefining the social protection system. 5 

2. Drafting a new Law on Social Protection, consultative process with stakeholders and preparation of bylaws. 3 
3. Start of activities for changing and upgrading the existing software solution for administering financial entitlements, where in 
addition to entitlements, social services will also be covered. 

2 

1. A working group in the Ministry of Labour and Social Policy and expert support from four local experts, together with an international expert, prepared 
a proposal for the reform of the social protection system. This document is based on a comparative analysis of social protection systems in different 

                                                           
36Numbers will be updated as of the end of 2018 
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Description of implementation 
and explanation if partial or no 
implementation 

countries, an analysis of the existing social protection system in the Republic of Macedonia and the identified strengths and weaknesses of the system, 
as well as a financial analysis and cost estimate for the introduction of the program. 
2. Starting from June 2018, activities are ongoing on the drafting of a new Law on Social Protection by a working group, with the involvement of 
professors from the Institute for Social Work and Social Policy. It is planned to hold public consultations with stakeholders, with representatives of the 
institutions for social protection, local self-government units, associations and organizations. After reviewing the received opinions, the text of the law will 
be finalized and the procedure for its adoption will be initiated. 
3.  Regarding the existing software solution, the employees of the Project Implementation Unit conducted an analysis of the business processes for the 
new rights of social and child protection, and they were submitted to the company for preparation. For the rights of social protection, initial testing was 
carried out. At the moment, the right to social protection and the development of the rights to child protection are being completed. While the new 
software solution has developed business processes for two social rights according to the version of the law that was in July. Service groups have been 
created, questionnaires have been made for several services and a framework and activities will be established. Two SWCs and members of the working 
groups from the CSW were visited. The activities are currently stalled because it is about the changes in the old software. As soon as we finish these 
activities we can continue to the new software. 

 


