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PROJECT DESCRIPTION 
 
The OHRID Institute for Economic Strategies and International Affairs, Skopje in 

the period between 2007 and 2008 has successfully implemented the Leadership 
Monitoring Project 1. The project was saluted and accepted by the citizens and the 
authorities in the Republic of Macedonia, which resulted with the need for continuation 
of the analysis and the reports of the reform potential of the leading parties in the 
Republic of Macedonia. Namely, the OHRID Institute and the experts will continue the 
mission, to inform the citizens of the reform capacity performed by the Government of 
the RM. The OHRID Institute believes that the citizens should be informed by an 
independent body about the manner in which the Government and the competent 
institutions undertake the promised activities and reforms in several areas and that they 
should take the Government for granted for its actions.  

 
 Through the “Leadership Monitoring 2” project, the OHRID Institute for 

Economic Strategies and International Affairs will try to fulfill the same objective again, 
to provide the wider public with an image for the planned and implemented activities of 
the Government of the Republic of Macedonia through a constructive and comparative 
analysis of the Program for Work of the Government in ten areas of the economic-social 
life.  

Just like in the previous report from this cycle, the second report shall have the 
same main activities also. First of all, to inform in details the citizens for the undertaken 
initiatives and activities of the Government, as opposed to the published promises. This 
will make the Government more accountable. Secondly, it shall provide the Government 
with independent expert analysis of the activities of the ministries. The Government can 
use this as a tool for analysis of the work, monitoring and continuous improvement. 
Moreover, the citizens of the Republic of Macedonia will have an insight in the quality of 
the implementation of the activities of the Government, and through the given overall 
evaluation and analysis, they shall identify the quality of the reform potential of the 
ministries. 

 
The monitoring consists of comparison of the achievements of the Government 

with the promises (benchmarking) contained in the Program for Work of the Government 
of 2008-2012, as well as in the election programs of the governing parties. 
On the basis of the findings from the comparisons, the Institute prepares quarterly reports  
for the progress of the planned activities, as was the case with the previous report, with an 
assessment of the risks from (non)implementation or from (non) quality implementation 
of each of the areas covered with the reports.  

 
This type of analysis and reporting should result in the following long-term 

effects: 
·  Increasing the transparency and responsibility of the Government; 
·  Imrpoving the inclusion of the citizens within the work of the state 

institutions; 
·  Increasing the inclusion of the citizens in the public political discourse; 
·  Increased capacity for informed and active exercise of the democratic 

rights by the citizens; 
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·  Creating a tool which will serve the state institutions in the continuous 
promotion in their work. 

 
 

Prior to the beginning of the process for measuring the performances, the experts 
with the help of the team from the OHRID Institute have created a System based 
performance matrix. As a base for the Matrix, the experts used the Program of the 
Government, as well as the Election programs of the parties which are part of the 
governing coalition. These matrices are powerful instruments for evaluation of the 
implementation of the public projects. They are used in numerous countries in the world. 
As a tool for a more effective monitoring they are used by several international 
consulting companies as well. 
 
Methodology 
 

The methodology for creating the reports and the whole “Leadership Monitoring” 
Project remains the same. The reports from the “Leadership Monitoring” Project focus on 
the realized and non-realized (but planned) program activities of the Government of the 
Republic of Macedonia in the report period  and the reforms left to be implemented. After 
the analysis of the reforms and the determined activities in the Program of the 
Government of the Republic of Macedonia, the experts give their analytical evaluation 
for the level and quality of the implementation and the risk of (non) implementation or 
non-quality implemented reforms and activities.  

 
The notes and evaluations that have been brought out are concluded on the basis 

of the information gathered from the available written and electronic materials and 
documents as well as from the interviews with a number of experts and people 
responsible in the appropriate intitsutions. As sources for information, the electronic and 
printed media, as well as the official web sites of the appropriate institutions have been 
used. The orientation towards this wide range of sources of information is conditioned by 
two reasons. Namely, the experience so far showed that often, we cannot use solely the 
information from spoken conversations-especially for information regarding the current 
activities. The second reason is the effort to evaluate the particular commitments of the 
authorities in particular ministries regarding the wider orientation of the Government of 
RM for transparency in the work. 

 
The Methodology which is used for the preparation of the reports of the 

“Leadership Monitoring 2” Project includes the following elements, tools and 
procedures:   

 
·  Development of System Matrix for performance based monitoring; 
·  Identification of initiatives planned which, according to the System matrix, should 

be in the process of implementation in the reporting period; 
·  Development of Questionnaire for collection of information on the level of 

implementation of the initiatives planned; 
·  Interviews with representatives from the public, private and NGO sector; 
·  Analysis of information collected;  
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·  Development of Risk Assessment from insufficient or non-quality 
implementation; 

·  Development of Progress Report regarding the implementation of what was 
planned. 
 
This report is structured in a way that it shall focus its attention on the following 

directions which are the main components of the reports of the experts in a structural 
view: 

 
·  Planned and realized activities in the reporting period 
·  Finding answers to the question: what remains to be implemented (not yet 

implemented or not yet finished); 
·  Evaluation of potential risks from (non)implementation or from (non)quality 

implementation of activities; and 
·  Overall evaluation by the expert for the reporting period. 

 
 
 
Picture 1: Format of the Performace Based System Matrix 
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Picture 2: The questionnaire  

 
 
 
 
  
Picture 3: Form used to assess the risk from insufficient or non-quality 

implementation for one of the  sectors   
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1. Fiscal and Monetary Policy 
 

1.1.   Planned and implemented activities of the Government of RM in the reporting 
period 

 
1.1.1. Fiscal Policy 

 
In the reporting period, the fiscal policy was directed towards realization of several 

previously planned activities, as well as undertaking measures which should have acted in 
the direction of gradual drawing of the national economy out of the recession phase. They 
are mainly based on the following: 

 
a) Further liberalization of the fiscal policy, i.e. increasing the fiscal freedom of the 

entrepreneur with the purpose of stimulating the development of the country. That 
characteristic is determined by many previously undertaken measures and several additional 
ones that were noticed and highly evaluated in the annual report of the “The Heritage 
Foundation” and “The Wall Street Journal” which will be elaborated in details in the 
following chapter of this Report;  

 b) Continuing the cut in the social contributions rates. As of 1 January, 2010, the 
contribution rate for pension insurance was cut from 19 to 16.5 percent, the contribution rate 
for health insurance was cut from 7.5 to 7.0 percent, and the contribution rate for 
employment was cut from 1.4 to 1.2 percent. The aim of these measures is cutting down the 
financial burden of the business subjects and creating the possibility for giving financial 
means which will be used for stimulating production, thus increasing the number of the 
employees (decreasing the number of unemployed); 

c) Realization of the planned dynamics for approving subsidies for certain 
agricultural products. With the budget of RM for 2010, they are planned to reach the amount 
of 100 millions of euros. Their realization in the period of 2010 would mean completing the 
program-planned amount for granting subsidies in agriculture and thus its adaptation to the 
corresponding system of agricultural financing determined in the European Union. The bulk 
of the subsidies is planned to be granted for support of the agricultural production; 

d) Immediately related to the previous one is also the realization of the program 
determination of the Government of RM for stimulating the tourism as an export branch. In 
the Budget of RM for 2010, subsidies of 100 euros in denar equivalent value are planned for 
the tourist agencies that will bring a group of at least ten tourists from the neighbouring 
countries into the country and who will realize at least three overnight stays with breakfast 
in a categorized object;  

e) According to the dynamics of harmonization of the national customs policy with 
that of the World Trade Organization, as of 1 January 2010, the Government of RM adopted 
lower customs duties that are calculated when importing 426 products (tariff rates);   

f) In the function of enhancing the business climate in the country, as one of the 
substantial conditions for attracting national and foreign investments, the establishment of 
the real-estate cadastre continued in the reporting period. In the end of 2009, that cadastre 
was established for the 96 percent of the real-estates in RM; 

g) Similarly as the previously mentioned measure, the Real Estate Cadastre Agency 
cut down the prices of its services in a range from 10 to 72 percent depending on the type of 
the service. In addition, the prices for the physical and legal entities have been made equal, 
as well as the prices for entering the family apartment house (a flat) and office space into the 
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cadastre registry and registering a mortgage. In the end, a system of premarking has been 
established which includes entering an apartment building in the cadastre while still in the 
construction phase, which prevents multiple sale of a same apartment.  

    Besides these (program) activities, in the analyzed period the Government of RM 
undertook other activities as well, which arose from the need for stimulation of the economy 
for drawing out of the recession and reinforcing the process of decentralization of the fiscal 
authority: 

a) Towards the end of 2009 and in the beginning of 2010, the Government of RM for 
several times incurred with the commercial banks and the private sector by selling state 
bonds.  That was a way to cover part of the budget deficit, but also more of a source of 
financial means for payment of the previously sold bonds together with the corresponding 
interest. Due to that, the dynamics and level of sold state bonds were considerably lower 
than before. Besides that, the Government of RM realizing that it could have a great 
influence on the level of interest rates in the economy has started to gradually decrease the 
interest rate for the bonds it is selling. At the end of January 2010, the interest rate of the 
state bonds was 5 percent a year. Those activities should have double positive effect: 
Increasing the level of lending that banks approve for private entities and decreasing the 
corresponding interest rates that are calculated for the lending;   

b) For the year 2010, the Government decided to increase the financial means for 
redistribution among municipalities, thus the lowest amount that a given municipality would 
receive from the redistribution of the means from the collected VAT during 2010 to equal 3 
instead of 2 millions of denars that had been given until now. This was done by changing the 
methodology for redistribution of the determined 3 percent from the VAT incomes among 
the municipalities. This measure is expected to reach higher level of equation of the incomes 
of the municipalities, which shall be mostly beneficial for the smaller and less developed 
municipalities in RM;  

c) In order to decrease the number of unproductive expenses, the Government of 
RM has decided in the course of 2010 not to realize the planned increase in the salaries of 
the public administration. That measure is in function of the efforts to overcome the 
problems that the national economy is facing because of the still present world economic 
crisis. 

 
 

1.1.2. Monetary Policy 
 
The monetary policy in the reporting period was orientated towards keeping the 

stability of the exchange rate of the denar. That kind of monetary policy had to ensure 
keeping prices stability as its basic, legally determined objective. Thus, NBRM kept 
restrictive monetary policy. Its main instruments were used in that function (operations on 
the open market, interest rate and compulsory reserve).  

By their use, NBRM kept the stability of the exchange rate of the denar. Moreover, 
in the function of protecting the exchange rate of the denar, the condition of the foreign 
exchange reserves of the country was significantly enhanced. On 31.12.2009 they equaled 
1.597,5 million of euros, which is for 102,5  million of euros more than their previous 
condition at the end of the previous year.  

However, the over-restrictiveness of the monetary policy caused the consumer prices 
(through which the inflation rate can be measured) to notice falling (negative) dimensions. 
This means that the economy entered in a destructive zone of deflation. That condition was 
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present in the period of June-December 2009. The rate of deflation equaled 0.8 percent for 
the whole 2010. 

The longer presence of deflation can be worse for the economy with an inflation rate 
of, for example, 8-10 percent. Realizing that, in December 2009 and in the beginning of 
January 2010, NBRM decreased the referent interest rate from 9 to 8.5 percent at the 
beginning, and then to 8 percent a year. However, NBRM did not decrease the amount of 
central bank bills that banks could place with the NBRM. It can be noticed that with the 
decreased referent interest rate, the amount of entered treasury bills of NBRM in the 
reporting period noticed record dimensions exceeding the amount of 290 millions of euros. 
That had a great restrictive effect on the solvency of the banks, on the level of granted 
landings to the companies and the population, thus placing a negative effect on the level of 
interest rates when granting lendings to private entities.      

c) The granting of lendings to small and medium-sized enterprises from the credit 
line which in 2009 was given to the Government of RM from the European Investment Bank 
(100 mill. of euros) enforced in the analyzed period. Within the end of January 2010, 12.4 
million of euros were granted for the support of development through Macedonian Bank. 
They were additionally supported by credit financial means from commercial banks 
authorized to grant and serve those credits.  

  
1.2. What remains to be implemented (not implemented yet or not yet finished) in the 
analyzed period 

 
During the analyzed period a substantial part of the planned activities of the 

Government of RM were realized. Besides them, the Government of RM undertook other 
activities that arose from the newly created recession conditions as a result of the effect of 
the world economic crisis. However, some of the planned program activities are still left to 
be (fully) realized. 

They are particularly about continuing and completing the processes of 
denationalization of the property and the fiscal decentralization. The dynamics of 
decentralization is done in a slower pace than before, which is a serious problem for the 
realization of the planned increase of investments (national and foreign) in the country, as 
well as the already started process of privatization of the land parcels used by a substantial 
part of the enterprises and the citizens. 

In the mean time, the process of fiscal decentralization is slowly completing. On the 
basis of a previous evaluation of the fulfillment of the appropriate conditions, during the 
analyzed period only one municipality was given permission by the Government of RM to 
go to the second phase of the process of fiscal decentralization. There are still 16 units of 
self-government left (USG) that have not passed the threshold of the second phase of the 
fiscal decentralization (there are 69 USG in that phase). The incompleteness of that process 
delays further reform activities on that plan, noticed in the realization of the regional 
economic development of USG, the fiscal equivalency of USG, the gradual exchange of 
block-subsidies from the central budget with new ways of financing the corresponding 
competencies of USG, etc. 
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1.3. Evaluation of the potential risks from (non)implementation or from (non) quality 
implementation of activities 

 
The greatest risk that the Government of RM was facing in the realization of its 

program activities in the reporting period, and those that it will face during 2010, are the 
continuing effects of the economic crisis and the tempo with which the country is going to 
draw out of the recession phase. In that direction, of particular importance is whether and in 
what pace the greatest trade partners of RM (Germany, Italy, Russia, Greece and Serbia) are 
going to draw out of the recession phase. Out of them, Germany shows positive changes, 
while the other four countries will face serious economic problems in the course of 2010 as 
well. That in particular is typical for the Republic of Greece, which has a dominant 
participation in the ownership structure of the foreign direct investments in RM, which can 
transform in a great threat and risk for leading the national economy in the prosperity path of 
its development. 

On national plan, the still present risk for realization of the planned activities will be 
the current insolvency of the economic subjects, which can lead to a decreased level of 
industrial production. That will condition for slower drawing out of the Macedonian 
economy from the recession phase. In addition, there is a risk for a possible increase in the 
number of unemployed persons which is regular in economies when they come out of the 
recession phase. The realization of that phenomenon in a larger scale can inact the 
appearance of certain elements of social crisis, which will largely engage the budget of RM 
in the elimination of the consequences. That would also mean reducing the financial means 
used in developing activities of the economy.  

A serious risk for realization of the programmed and newly created activities and 
measures by the Government of RM could be the unsynchronized monetary and fiscal 
policy. This time, a serious problem may be the excessive amount of withdrawn financial 
means from banks through the sale of treasury bills of NBRM which diminishes the 
solvency potential of the banks, restricts the level of loans for the private sector, and the 
interest rates are at a level which is not appropriate to the recession condition that has 
embraced the national economy. In addition, the still present high restrictiveness of the 
monetary policy could be reflected in the diminished investments in economy, decreased 
production and incomes, and thus decreased revenues in the budget of the country. The 
result of that could be the additional increase in the indebtedness of the country at home and 
abroad. On the other hand, a serious risk is also the pace in which the Government of RM 
shall realize the planned capital investments, as an instigator of the positive changes that are 
expected to happen in the national economy in the upcoming period. 

In the end, a risk for the Macedonian economy in the upcoming period can be the 
(non) adoption of the decision of the European Union for specifying a date for start of the 
negotiations with RM for membership in that community, as well as for its membership in 
NATO. The possible negative response from those international institutions could slower the 
income of foreign direct investments in RM which, in times of insufficient financial capacity 
of the country could greatly affect the successful realization of the future program activities 
of the Government of RM, especially in the part of restructuring and stimulating the future 
growth of the economy. 
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1.4. Overall evaluation by the expert on implemented activities for the reporting 
period, with possible recommendations 

 
In the reporting period the bulk of the planned activities of the Government of RM 

and the other institutions has been realized in the domain of the financial policy. Apart from 
them, the Government of RM undertook other measures that were conditioned by the current 
economic conditions and movements in the country caused by the effects of the world 
economic crisis and by the need to draw the national economy out of the recession phase. 

The undertaken measures and activities contributed to a further enhancement of the 
economic climate and increase of the economic freedom in the country. That, actually, was 
confirmed in the report of “The Heritage Foundation” and “The Wall Street Journal”, in 
which, RM was ranked on the 56th place in the world (22 places better than in 2008) 
according to the level of economic freedom of the entrepreneurs.  

However, the enhancement of the economic environment is not manifested in more 
significant positive changes in the national economic plan. The main reason for that is the 
further continuous effect of the economic crisis and the serious problems that the most 
important foreign-trade partners of RM are facing on the economic plan.  

In the monitored period, the absence of synchronization is evident between the fiscal 
and monetary policy while undertaking measures for facing the crisis. It can be noticed that 
the fiscal policy is standing alone in that fight.  NBRM led by its strict determination keeps 
the fixed exchange rate of the denar, conducts/-ed especially restrictive monetary policy, 
which result is destructive condition of deflation in the economy which lasts for many 
months. The result of that policy is decreased solvency of the enterprises and increased 
inability for them to face the increasing problems caused by the recession. That kind of 
unsynchronized and occasional dissonance between the most important pillars of the 
macroeconomic policy caused general insecurity and uncertainty with the economic subjects 
for the future directions of the economic policy of the country and was transformed into a 
serious risk for realization of the future program activities of the Government of RM. That 
imposed the need for their future synchronized action in order the Macedonian economy to 
leave the recession zone as quickly as possible. 

Besides that risk/threat, the Macedonian economy in the upcoming period shall face 
two other serious risks: Uncertainty in the pace of drawing the economies of its most 
important foreign-trade partners out of the current crisis, and thus helping itself do the same, 
as well as uncertainty in respect of receiving date for start of the negotiations with the EU 
for membership of RM in that community and in the view of joining RM in the NATO 
alliance.        
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2. Foreign trade 
  
The culmination of the world economic crisis and the entering of the Macedonian 

economy in the recession phase had the greatest manifest impact in the country’s foreign 
trade during 2009.  This is understandable if one has in mind the fact that the Republic of 
Macedonia is small and open economy (with more than 90 percent), i.e., its economic 
growth to a great extend is conditioned by the events in the world economy, and 
especially in the countries with which it traditionally does the most intensive economic 
exchange. The newly created conditions turned into serious obstacles of the realization of 
the planned measures and activities in the area of foreign trade. Actually, the 
requirements imposed the initially planned activities to be replaced to a great extend by 
other measures and activities for the purpose of sanctioning the consequences from the 
growing recession.  That, in particular, is the main characteristic of the foreign trade and 
of the current reporting period. 

 
2.1. Planned and implemented activities of the Government of RM in the reporting 
period 

 
 

2.1.1. Improving the business environment 
 

During the reporting period, the Government of the Republic of Macedonia 
continued the previously started activities for creating better conditions for the activities 
of the economic subjects in the country.  They are primarily based on the following: 

- the already started deduction of the pension and disability insurance 
contribution, health insurance contribution and social insurance contribution continued 
(as of January 1, 2010), with the aim of reducing the company’s burden with this kind of 
expenses;  

-  the deduction of part of the contributions that companies pay to the state 
institutions continued, which is particularly noticeable in the contributions they pay for 
receiving information, data and documents from the Real Estate Cadastre Agency.   

-   the dynamics for real estate cadastre institution has been strengthened;  
-  custom duties for import of 426 products, raw materials and semi-finished 

goods have been reduced. The biggest reduce is within the duty rates which are 
calculated when importing products, raw materials and semi-finished goods for the needs 
of the textile industry. That measure is in compliance with the previously determined 
dynamics of reducing custom duties, agreed upon with the World Trade Organization, 
and in the function of increasing the competitiveness of the appropriate ready-made 
products at the international market as well, thus encouraging export. 

-  as of January 1, 2010, the competencies for managing excise duty from the 
Public Revenue Office have been transferred to the Customs Administration, which 
should condition their equal and more energetic payment; 
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-  the promotion of clearance of goods within the companies instead of at the 
customs terminal has been enforced, i.e., the so-called local customs clearance has been 
established in a way that it is done in the EU. That system of clearance sets the 
companies free from paying terminal and shipping services. 

Those, as well as the previously adopted measures and implemented activities 
conditioned for the Republic of Macedonia to receive one more credit for the big 
economic freedom for the entrepreneurs to act on the territory of the Republic of 
Macedonia. Namely, according to "The Heritage Foundation” and “The Wall Street 
Journal” Reports in 2009, the Republic of Macedonia was ranked on the 56th place, 22 
places higher than in the previous year according to the measured Index for economic 
freedom. It is noticeable that the Republic of Macedonia performed well in the part of 
fiscal freedom and the foreign trade freedom. The Republic of Macedonia is ranked in the 
part for corruption and property rights protection, which is a signal and an indicator for a 
future action of the Macedonian authorities for increasing the economic freedom of the 
entrepreneurs on its territory.  

Moreover, the prominent daily newspaper in the USA, “The Washington Post” 
placed Macedonia on the excellent 21st place as a tourist destination everyone should 
visit. 

Those indicators show the strength of the reforms being implemented in the 
Republic of Macedonia, but which, because of the impact of the economic crisis, are 
insufficient for the realization of substantial achievements in the overall economic 
growth, and consequently for the export of goods and services in the analyzed period.    

 
2.1.2. Stimulating the foreign trade  

 
In the reporting period, the Government of the Republic of Macedonia continued 

to realize some of the program activities in the direction of improving the conditions for 
foreign exchange and increasing the competition of domestic products at the foreign 
markets. Among them, more significant are the following activities and measures: 

-  on December 19, 2009, visa liberalization was established for the citizens 
of the Republic of Macedonia when they travel to countries in the so-called  "Schengen 
Zone." That act increased the possibilities of the Macedonian companies for more 
energetic performance at the foreign markets. The results emanating from it can be 
expected in the period to come. 

-  the realization of the project for subsidizing agencies that will bring 
foreign tourists was enforced. A system has been established according to which, the 
tourist agency that will bring a group of ten tourist from the neighbouring countries who 
will realize at least three over-night stays with breakfast in a categorized object, will 
receive a subsidy of 100 euros.  

-  the number of agent-promoters of the Macedonian economy abroad has 
been increased for eight new persons; 
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-  the campaign “Invest in Macedonia” is continuously conducted in the 
world’s best media, etc.  

 
2.1.3. Achieved results in the foreign trade 

 
Recession movements in the Republic of Macedonia continued during the 

reporting period. That inevitably affected its foreign-trade results which in this report are 
presented annually (for 2009).  

In 2009 the foreign trade exchange was reduced for 28.6 percent in respect to its 
dimensions in 2008. Because of the decreasing foreign demand, especially for products 
from the metal, textile and leather industry, the export of goods and services in 2009 was 
2.691,5 millions of dollars, which is for 32.4 percent lower compared to its dimension in 
the previous year. As a result of the undertaken restrictive measures of the monetary 
policy and the overall decreasing tendency of the national economy, the import of goods 
and services from abroad as well noticed falling dimensions. At the end of 2009, the 
import of goods and services was a total of 5.043,1 millions of dollars, which is for 26.4 
percent lower compared to the one in the previous year. Those movements conditioned 
for the decrease of the trade deficit scale, which on 31.12.2009 was a total of 2.351,6 
millions of dollars. This time, the reason for the trade deficit was not the fast-increasing 
import than export, but the more intense decrease of export than the decrease of import. 
All that together caused the coverage of the import with export to amount to 53.4 percent. 

Besides the significantly improved environment for attracting direct foreign 
investments, it was absent in 2009, primarily because of the impact of the world 
economic crisis. On one hand, very small amounts of new direct foreign investments 
entered the country. On the other, the lack of finances in the domestic firms forced the 
bulk of the foreign investors in the Republic of Macedonia to repatriate the earned 
income from the previous years into their home countries. It had a great negative impact 
on the scale of direct foreign investments in the Republic of Macedonia.  

Accordingly, in the analyzed period as well, one can notice a trend of reduction in 
the foreign economic exchange on all bases, which is one of the more significant reasons 
for reducing tendencies of the country’s gross domestic product in 2009.   

         
2.2. What remains to be implemented (not implemented yet or not yet finished) in 
the analyzed period 

 
The evaluation of the (not) realized activities in the area of the country’s foreign 

trade is seriously restricted because of the newly created circumstances in the world, as 
well as in the national economy.  

As opposed to the planned increase, the inflow of direct foreign investments and 
the foreign exchange of goods and services in the reporting period were significantly 
lower than planned. The program determination of the Government of the Republic of 
Macedonia for increasing the foreign direct investments is realized slowly besides the 
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improved climate for economic activity of the foreign investors and the increased 
economic freedom of the entrepreneurs. The foreign exchange of goods and services is 
still noticing smaller values in respect to those achieved in the previous period. That is 
particularly specific for the realized export which dimension in 2009 was significantly 
lower than its programmed growth for 15 percent annually. However, during evaluation 
of the dimension of the foreign trade exchange one should keep in mind the numerous 
restraining effects of the current economic crisis which are mentioned on several 
occasions in this report. All that had restraining effects in the process of reaching the 
planned annual growth of the country’s gross domestic product, which in the course of 
2009 noticed negative value of about 1 percent in respect to its dimension in the previous 
year. 

Besides the significant achievements in the denationalization of property and its 
record in the cadastre, there are still problems in the area of defining the character of the 
property of certain construction areas, which keeps foreign, as well as Macedonian 
entrepreneurs, away from substantial investments in the Republic of Macedonia. 

In the same time, there are still weaknesses in the business climate in the country 
which have negative effects on the work of the domestic and foreign investors. More 
significant among them are the increasing non-discipline of the economic subjects 
(avoiding to pay demands and responsibilities among them), the still present weaknesses 
in the pace and efficiency in the realization of the bankruptcy and liquidation work 
against companies, etc. Those problems make the financial condition of the good and 
honest enterprises even worse, thus worsening the possibility for increasing their 
competitiveness and their total production and selling performances on the world 
markets.  

In the reporting period, as well as in the previous one, the dynamism of the 
Macedonian agents abroad was not sufficiently emphasized for the promotion of the 
domestic products at the traditional and alternative world markets.      

 
2.3. Evaluation of the potential risks from (non)implementation or from (non) 
quality implementation of activities 

 
The biggest risk which the Macedonian economy will be exposed to in the 

upcoming period, and its foreign economic exchange within, can be seen in the intensity 
and directions of movement of the world economic crisis and in the pace in which 
Macedonian economy shall draw out of the recession phase. Within that, the pace in 
which Macedonia’s most important foreign-trade partners shall come out of the crisis 
(Germany, Russia, Italy, Greece and Serbia) with whom Macedonia realizes almost 50 
percent of its foreign-trade exchange is of a great importance for RM. That is 
understandable if it is known that the bulk of the export demand for Macedonian products 
is determined by those countries and that the bulk of the constant foreign direct 
investments in RM are from some of those countries, and especially from the Republic of 
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Greece, which is facing the most serious financial problems with regard to the rest of the 
EU member-states. 

The possible increase of the demand of goods and services of those countries shall 
condition the increase of the demand of metal, textile, agricultural, leather and other 
semi-finished goods, raw materials and products from RM, which are the main content 
elements of the Macedonian export.  On the contrary, if the crisis in those countries 
continues to be manifested in some other form and intensity, then it will represent a 
strong restraining factor for the Macedonian export in the future. 

A serious risk and uncertainty for the foreign trade of RM can be the prices of the 
above mentioned export, and especially the prices of the metal products. The expected 
increase of those prices will have good effects on the whole foreign exchange of RM with 
the countries and vice versa. On the other hand, the possible increase of the prices of the 
energy generating sources is uncertain with a great level of risk, and especially the price 
of oil on the world markets as a result of its growing demand conditioned by the positive 
changes in certain parts of the world economy.    

The Macedonian export and import companies in the upcoming period could face 
the problem of restrictive monetary policy as a result of keeping the fixed exchange rate 
of the denar. The aftershock problem from that kind of monetary policy can occur in the 
possible lack of incomes in the state budget, which will be a reason for further debts of 
the country with the banks, thus displacing the private sector from the possibilities for 
more energetic lending activities of its business. 

In the end, the possible non-receiving a date for negotiations for RM with the EU 
for membership of RM and non-receiving an invitation for membership of RM in the 
NATO alliance is undoubtedly of a great importance and a risk for the further movements 
in the economy, and thus for the movements in the foreign-trade sector.    

 
2.4. Overall evaluation by the expert on implemented activities for the reporting 
period, with possible recommendations 

 
In the analyzed period the Government of RM continued its activities for 

promoting the economic exchange with the foreign countries. That in particular refers to 
the permanent enhancement of the business climate in the country.  

However, the world economic crisis and the recession that embraced the 
Macedonian economy contributed to the achieved results in the foreign-trade plan to be 
significantly smaller than the ones expected. Towards those achievements, the 
unsynchronized activity too had an appropriate effect on the fiscal and monetary policy in 
the process of facing the recession. That conditioned a rapid decrease in the Macedonian 
foreign trade. 

One can expect that the Macedonian economy will face similar problems, 
restraints and risks in the bigger part of 2010. The big dependence on the level and pace 
with which the most important trade partners of RM shall come out of the current 
economic crisis, the dependence on the manners and the speed with which the 
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Macedonian economy will come out of the phase of recession and the uncertainties that 
arise from (non) receiving a date for negotiations for membership of RM in the EU are 
the strongest risks and restraining factors that the Macedonian economy as a whole will 
face in the upcoming period, together with its foreign trade in particular. Thus, the 
authorities should monitor the condition and in a given moment in a synchronized 
manner activate and direct macroeconomic instruments for an action in the direction of a 
gradual drawing out of the economy from recession and with the smallest possible 
injuries. Of course, RM will face serious problems on that path which will mainly 
develop from the inadequate structuring of the Macedonian economy (import-dependent 
and insufficiently internationalized, i.e. export-structuralized).  
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3. Trade, industrial and investment policy 
 
One of the five strategic priorities of the Governemnt of the Republic of 

Macedonia in its current mandate period is raising the economic growth, enhancing 
competitiveness of the national economic subjects, achieving greater employment rate, 
and raising the standard and quality of living of the citizens of the Republic of 
Macedonia. This priority started to be practically realized in the first year of the 
implementation of the Program of the Government of the Republic of Macedonia for the 
period of 2008-2012. However, in the second year of the implementation of that Program, 
the Government of the Republic of Macedonia faced serious and sometimes impassable 
problems in the realization of the determined objectives. Understandable, the most 
serious reasons for that are the world economic crisis and the penetration of the national 
economy in the recession zone. This means that the activities of the Government of the 
Republic of Macedonia, in this reporting period as well, were mostly directed towards 
soothing the effects of the crisis and making efforts to draw the national economy out of 
it less injured.  In that direction, the programmed measures and activities have been 
taken, as well as certain emergency ones, that were supposed to act in the direction of 
enhancement of the business climate in the country, and also for decreasing the 
consequences of the crisis which were strongly mirrored in the industrial, investment and 
trade domain. 

 
3.1. Planned and implemented activities of the Government of RM in the reporting 
period 

 
The main role in the realisation of the planned measures and activities in the 

already mentioned areas is on the part of the Ministry of Economy. The dynamics and 
significance of the realisation of the greatest part are contained in the Program for 
Actitivies of that Ministry in 2009. From the presented data in the report for its work in 
2009 can be concluded that the greatest part of the programmed activities in the subject 
areas has been realized. Most of them were realized within the end of October, 2009. Part 
of them was realized during the reporting period, among which, of particular importance 
are the following: 

� In December 2009, the first draft version of the Strategy for Promotion of the 
Energetic Efficiency was presented. In it, possible ways� for increasing 
energetic efficiency were presented, which is going to be in function of the 
further rational use of the poor energy generating sources in the Republic of 
Macedonia; 

� The Strategy for Geological Researches was brought to the final phase and its 
aim is rational and sustained exploitation of the mineral raw materials in the 
Republic of Macedonia; 
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� In December 2009, the Government of the Republic of Macedonia adopted the 
Strategy for Implementation of the Legislation for the Appropriate Horizontal 
Organisations (standardisation, acreditation, metrology and monitoring of the 
market), which main objective is harmonization of the national legislation 
with the one of the EU in the specified areas, which will increase the quality 
and competitiveness of the Macedonian products at the European markets, but 
also the necessary quality of the EU products which are launched at the 
Macedonian market;      

� The realisation of the Competitiveness, Entrepreneurship, Inovativeness and 
Industry Project was started. Its basic concept is ensuring greater services for 
realizing business development through capacity building of national service 
providers and greater promotion and implementation of the principles of 
entrepreneurship-learning at all levels of education, which should act in the 
direction of increasing competitiveness of the Macedonian economy, 
increasing its growth rate, thus decreasing the unemployment rate in the 
country; 

�  The final activities were completed for realisation of numerous sudsidising 
programs for encouraging the competitiveness of the Macedonian products, 
tourism, textile industry, consumer protection, sun collectors, etc.; 

� With the same pace as in the previous period, in the reporting period as well, 
promotion of the Macedonian economy at home and abroad was conducted in 
different ways (campaigns, leaflets, international fairs and conferences, 
forums, workshops, guides, etc.). Moreover, the emphasis was put on the 
promotion of the export of Macedonian products and of tourist and investment 
potentials of the country; 

� The realization of the Project for Reform of the Business Environment and 
Investment Strengthening-BERIS continued, which was realized in 
cooperation with The World Bank. Its successful implementation was one of 
the more significant reasons for the high ranking of the Republic of 
Macedonia in the domain of the economic freedom of entrepreneurs, which 
was elaborated in details in the previous two chapters;   

� In order to encourage the national investors to increase their own investments 
in the country and thus have an equal treatment as the foreign ones, the 
Government of the Republic of Macedonia adopted a decision with which the 
national investors have the same investment advantages in the free industrial 
areas as well as the foreign investors (profit-tax relief and personal income tax 
relief in the first ten years of investment);  

� The project for capacity building of the institutions included in the 
implementation of the industrial policy was completed, which was financed 
by the IPA program.  The aim of the project is increasing the competitiveness 
of the national economy based on innovativeness, cooperation, 
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entrepreneurship development, internationalization of the economy, etc. The 
project is planned to start its realization effectively in the course of 2011. 

� At the beginning of January 2010, the Government of the Republic of 
Macedonia adopted a Program for Development of the Entrepreneurship, 
Competitiveness and Inovativeness of Small and Medium-sized Enterprises in 
2010.  With it, an amount of 6.4 million denars was allocated from the budget 
of the Republic of Macedonia, which will be allocated for the support of 
numerous activities listed in the program, and which should lead towards 
realization of the basic aims of that program;  

� In the middle of January 2010, the Government of the Republic of Macedonia 
adopted a Program for Promotion and Support of Tourism for 2010. With that 
Program an amount of 9.3 million denars was allocated from the budget of the 
Republic of Macedonia which will be distributed for the support of numerous 
activities listed in the program, which should lead towards realization of the 
basic aims of that program, etc.  
 

Consequently, in the reporting period as well, an intensive activitiy of the 
competent institutions was noticed, and especially of the Ministry of Economy, for the 
realization of the bulk of the program activities and measures. The realization of the bulk 
of them, to a great extend, conditioned for the improvement of the business climate in the 
country. However, their practical effects are almost insignificant having taken into 
account the size of the industry, investements and trade in the course of 2009.  

Namely, the industrial production in 2009 in respect of that realized in 2008 was 
smaller for 7.7 percent. It is encouraging that the data for the realized industrial 
production was increased in December 2009 in respect of November 2009 for 2.0 
percent. Whether that data can be taken as encouragement on the road towards country’s 
way out of the recession will be shown by the performances in the first 2-3 months of 
2010. 

The national and foreign investments noticed falling dimensions in comparison to 
those from the previous year for reasons which were comented in the previous two 
chapters. The trade on the domestic market also noticed falling dimensions, which is 
again a result from the decreased incomes of the population.      

This means that three out of four most important components which create the 
contents and determine the size of the gross domestic product (personal expenditure, 
investment expenditure and foreign trade expenditure which was talked about in the 
previous chapter) noticed falling dimensions. That, certainly, is a total benchmark for 
negative growth rate of the economy in 2009 of about 1.2 percent. 

Of course, when determining the reasons for those conditions and movements, 
one should always have in mind the negative effect of the world economic crisis under 
which influence was the Macedonian economy during the course of 2009.  
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3.2. What remains to be implemented (not implemented yet or not yet finished) in 
the analyzed period 

 
As already mentioned before, in the reporting period as well, the bulk of the 

planned program activities were realized in the area of trade, industry and investments. 
However, because of the need for taking new measures which were to correspond to the 
newly developed (recession) conditions in the economy, part of the planned activities 
were not realized or were started, and then partially realized, thus they are left to be 
completed in the period to come. Here, primarily, we refer to:    

� Incomplete implementation of the Program for Encouraging Investments in 
the Republic of Macedonia (2007-2010); 

� The inability to find interested strategic investors in the four enterprises with a 
dominant state ownership (“Ohis”, “EMO”, “Evrokompozit” and “Tutunski 
Kombinat-Prilep”); 

� Realisation of the Strategy for Reconstruction of the Textile Industry; 
� Realisation of the Program for Reconstruction of the Steel Industry; 
� Realisation of the Law on Product Security; 
� Realization of the Program for Consumer Protection for the period 2009-2010; 
� Adoption of the Law on Small-sized Trade; 
� Selection of strategic investors for realization of the energetic projects- 

Hydroelectric Power Plant (HPL) "Chebren” and HPL “Galishte”, specifying 
the model for investment in HPL “Boshkov Most”, elaboration of a feasibility 
study for hydroenergetic usage of the water potential of the river Vardar (i.e. 
Vardar valley);   

� Building small hydroelectric power plants, etc.  
          

Those and numerous other projects are components of the Program for Work of 
the Ministry of Economy for 2010, thus the bulk of them are expected to be realized 
during 2010. 

 
3.3. Evaluation of the potential risks from (non)implementation or from (non) 
quality implementation of activities 

 
The realization of the bulk of the planned activities is individual and independent 

from the current events. However, part of the planned activities will probably not be 
realized or they will be partially realized in the period to come because of the numerous 
restraining factors that the Government of the Republic of Macedonia is going to face. Of 
course, the bulk of them are concentrated in the uncertainty for the future movement of 
the economic crisis, and thus from the speed in which the Republic of Macedonia is 
going to come out of the ongoing recession. Therefore, the dynamics and speed which 



 

24 
 

will be used by the greatest trading partners of the Republic of Macedonia (Germany, 
Russia, Italy, Serbia and Greece) to come out of the great difficulties that their economies 
face are of great importance, because the size of the export demand of Macedonian 
products depends on it, as well the size of the production, investments, consumption and 
(un)employment in the Republic of Macedonia. 

Furthermore, a serious threat for the Macedonian economy will be the possible 
increase of the energy generating sources at the world markets (oil, coal and electricity) 
by which import it depends on. 

 (Non)solution of the problem mentioned several times already, concerning the 
accession of the Republic of Macedonia in the EU and NATO, as well, can be a serious 
threat and risk for (non) realization or for partial or slow realization of the planned 
activities in the subject areas. 

At home, the most serious threats that economic subjects face in the areas of 
industry, trade and investments come from the utmost restrictive monetary policy, which 
in conditions of recession, strictly restrains their access to the bank credits they need for 
improving their liquidity and for encouraging their economic activity.  

 

3.4. Overall evaluation by the expert on implemented activities for the reporting 
period, with possible recommendations  

 
 
Taking everything into account, in the reporting period several planned activities 

of the Government of the Republic of Macedonia were conducted, as well as those that 
were not planned at all, in the areas of trade, industry and investments. They, primarily, 
were directed towards improving the business climate in the country and creating 
conditions for increasing the competitiveness ability of the national producers. Especially 
noticeable is the effort being made for the promotion of economic possibilities of the 
Macedonian economy with the aim of attracting foreign investments, as well as 
encouraging domestic investments. 

However, besides that, the evaluation is that in the course of 2009, which means 
in the reporting period as well, the bulk of those activities were little fruitful, and some of 
them were not at all. The basic reasons that lead to that conclusion can be found in the 
impact of the world economic crisis which culminated in the middle of 2009 and lasted 
until the end of the year. Moreover, the crisis gained a corresponding manifestation in the 
recession of the Macedonian economy. Eventually, the inherited inadequate structuring of 
the national economy was a serious restraining factor for the realization of substantial 
results in the subject areas. All that together led to achieving negative results in the bulk 
of the economic indices for the performances in the stated areas. 

However, it can be said that, owing to some of the undertaken program activities, 
and to a great extend to the newly created measures and activities, the Government of the 
Republic of Macedonia managed to sanction a great deal of the consequences of the 
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economic crisis and to ensure that the Macedonian economy draws out of the crisis 
relatively less injured in comparison to the performances in the other countires and with 
the expectations for the possible consequences from it. 

However, the world economic crisis is not finished, and the Republic of 
Macedonia is not out of the recession yet. This means that in the course of 2010, the 
Government of the Republic of Macedonia is going to face numerous challenges, threats 
and risks. Therefore, it is required to act in the same pace in the direction of realizing the 
programmed, as well as other activities which, in the given moment, will be considered 
necessary, for the purpose of hampering new impacts on the economy on one side, and on 
the other, its enabling for gradual drawing out of the recession phase and taking it on the 
more prosperous phase of its development. It seems that the greatest challenge on that 
road will be the direction and the manners of the future work of the fiscal and monetary 
policy, as well as the possible consequences form (non)reciving date for the start of 
negotiations of the Republic of Macedonia for the EU membership, and (non)reciving an 
invitation for membership in the NAT�  alliance. However, on medium and long term, 
the authorities should consider taking measures for changing the structure of the 
Macedonian economy as a precondition for performing further constant positive results 
and for protection from possible future shocks the country is possible to be exposed to.  
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4. Internal Affairs and Judiciary 
 

4.1. Planned and implemented activities of the Government of RM in the reporting 
period 
 
4.1.1. Reforms in the judiciary  

 
Strengthening the independence, increasing the efficiency and specialization of the 

judiciary with the purpose of ensuring free and efficient access to justice, as well as 
establishing the principle of rule of law are the basic aims and directions of the reforms in 
the judiciary.  

In that direction were the several work meetings between the members of the 
Judiciary Reform Council and the European Commission Ambassador-Erwan Fouere, the 
President of the Supreme Court of RM, the President of the Judicial Council of RM, the 
Ombudsman of RM, the Director of the Agency for Training of Judges and Public 
Prosecutors, the Public Prosecutor, etc. Besides the analysis of the conditions in the 
judiciary, the main accent on those meetings was put on the activities related to 
publishing court verdicts and opening public relations offices in courts, as well as on the 
transparency of the work of the Judicial Council and the Public Prosecutor’s Council. 
Furthermore, the financing of courts and the need for a further increase of the financial 
means of the courts and public prosecutor’s offices was emphasized as a serious problem, 
as well as the increase of the trend of employing professional associates in those 
institutions.  

In general, growing political independence in the work of the judiciary, public 
prosecutions and the ombudsman can be noticed in 2009. All that contributed to receiving 
a positive report from the European Commission for the progress of RM in those areas in 
2009. 

In November, 2009, it was established the State Council for Juvenile Delinquency 
Prevention1, forseen with the Law on Juvenile Justice1. The Council is an independent 
body comprised of 15 members chosen by the Parliament of RM with a mandate of 5 
years and with the right to re-election. Seven members of the Council are chosen at the 
suggestion of the Minister of Justice, eight of them are chosen through public call, and 
the President is chosen out of these members with a mandate of two years. The Council, 
among other things, adopts the National Strategy for Facing the Juvenile Delinquency, 
initiates taking activities and measures, above all for prevention of the juvenile 
delinquency. The Council for Prevention of the Juvenile Delinquency follows in the 
forthcoming period in the municipalities and in the City of Skopje. 

In the analyzed period, the Project dedicated to the novelties in the legal procedure 
was promoted, and they refer to audio recording of the legal procedures and litigations, 
instead of the up-to-now practice of dictating the records by the judges. The Project is 
being realized with the support of USAID-DPK.  

As of 2010, the implementation and efficient use of the Automated Computer System 
for keeping court cases has been started in all of the courts of RM and with the support of 

                                            
1 As a failure in the implementation of the Law on Juvenile Justice, the delay of the  establishment of the 

State Council was concluded. 
1 Adopted in 2007, and enforced on 30 june, 2009. 
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USAID-DPK. The overall registry of the court cases and court records is kept 
electronically in accordance with the amendments of the Court Rules of Procedure 
adopted by the Minister of Justice.  

The forth generation of authorized court translators has been promoted in the 
reporting period. Out of 63 candidates in the forth session, 58 have successfully passed 
the test for court translators. Out of 329 applicant candidates in four sessions so far, 263 
candidates received diplomas for court translators. They are very important for RM in its 
aspiration towards Euro-Atlantic integration structures, and doing work in the diplomatic-
consular offices as well, in the courts and other institutions where there is a need of 
foreign language translators. RM enhanced its condition for fulfilling the European Union 
criteria in the implementation of the multilingualism and the public use of languages as a 
determined policy of the EU.  

Meanwhile, the Academy for Training of Judges and Public Prosecutors 
continued to realize the initial training2 of 17 trainees from the third generation. In 
December 2009, the final exam for the trainees from the second generation was 
conducted (27 trainees). All of the trainees have successfully passed the final exam. Out 
of the first generation of 27 trainees, 13 were elected for judges, and 9 of them were 
elected in the public prosecution. The Academy regularly conducted all of the planned 
events and activities during the reporting period. 

Moreover, the new software solution was installed and started working in the 
Academy in the reporting period, which should enable more efficient work, storing vast 
quantity of digital data and relaxing the communication of the employees with papers 
required for continuous operation of every day tasks for the corresponding persons.  

On 27.01.2010, 20 notaries and 12 bailiffs that have fulfilled the legal provisions 
for notary and bailiff function were given Charters for doing their duties. With that, the 
total number of notaries on the territory of RM reached 161, and the total number of 
bailiffs reached 78 persons3.  

The draft for amendment of the Law on Free Access to Information of Public 
Character was presented in the analyzed period.  The application of its provisions should 
enable transparency and openness in the work of the holders of information, as well as 
allowing the physical and legal entities to exercise the right to free access to information. 
With the offered solutions, certain provisions of that Law are specified, and there is 
harmonization with the Law on General Administrative Procedure, the Law on 
Administrative Dispute, the Law on Misdemeanors and the Law on Civil Servants.  With 
the amendments, the status of the Commission for Protection of the Law on Free Access 
to Information of Public Character is as well specified as an independent state body with 
the function of a legal entity. 

Towards the end of 2010, the news in the Draft Law on the Inspection Supervision 
were presented and also the Rulebook on Mediation for Judges and Public Prosecutors 
was promoted.  

The tendency of decreasing the number of cases and their solutions in courts 
continued, which have not been solved in courts and other judicial bodies for years.  A 
great decrease in the number of newly submitted cases can be noticed which is due to the 

                                            
2 The training started on 15 September, 2009, and lasts for 5 months. 
3 According to the Rulebook on the number and schedule of notary offices in RM, it was determined that 
the number of the official offices is 219, and the number of the executive officers is 132 in 11 regions of 
the Courts of First Instances on the basis of the authority of the Courts of First Instances determined by the 
Law on Courts.  
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fact that, in compliance with the international documents, part of the work of the courts 
will be transferred under the competence of other bodies, i.e. the executive proceedings 
shall be transferred to the bailiffs, and the probate proceedings to the notaries. 

According to the Amendments to the Law on Personal Identification Registry4, as of 
the beginning of 2010 the Directorate for Keeping the Registries started its work as a 
body within the Ministry of Justice, with the function of a legal entity. The authority for 
keeping the registries and issuing extracts and other certificates from the registries of 
births, marriages and deaths in compliance with the Law on Registries which has been 
under the competence of the Ministry of Internals until now, shall take over the 
Directorate for Keeping Registries through its 8 regional departments, 26 regional offices 
and 239 local offices in rural populated areas.  

The achievements of RM in the realization of the fundamental human rights were 
presented in the reporting period, which was positively evaluated by the representative in 
the United Nations. The submitted results about RM in the United Nations in New York 
and in Geneva, are evaluated with a good mark in the part of achieving minority human 
rights which is mainly a result of the adoption and renaming of new laws, such as the 
Law on the Rights of the Small Ethnic Groups and the Law on the Use of the Language.  

In the reporting period, the reform of the penitentiary system continued with the 
purpose of improving the conditions in the penitentiary institutions and more efficient 
implementation of the sanctions which are above all, under the level of the international 
standards. The issue concerning the biggest jail “Idrizovo” is still open, where activities 
for building new rooms are projected for the middle of 2010, as well as a closed section, 
semi-closed section and open section, training centers and health care centers.  
 
4.1.2. Activities of the Ministry of Justice in the fight against corruption 

 
The priority for the Government of RM is zero tolerance of corruption. Inter-sector 

collaboration for fight against organized crime and corruption is frequent and on a 
satisfying level.  

The Ministry of Justice in the reporting period worked for completing the legal 
framework, strengthening the capacities of the institutions for performing activities, 
preventing organized crime and corruption, strengthening the capacities of the courts, 
operationalization of the Public Prosecutor’s Office for organized crime and corruption, 
filling in specific number of judges in courts according to the decision of the Court 
Council, as well as on the question for education of judges within the Academy for 
Training of Judges and Public Prosecutors. 

For the purpose of improving the election processes in RM in future, changes are 
made in the election code that enable greater transparency in financing of the election 
champagne. Besides that, a more intensive work is done on the cleaning of the election 
registry. 

 
4.1.3. Reforms in the Police 

 
The base for reforms in the police is the Law on Police5, which begin its 

implementation on 11 November 2009. The whole redefining of the current and creation 

                                            
4 “Official Gazette of RM”, no. 98/08 
 
5 “Official Gazette of RM”, no. 114/06 
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of new by-laws that result from its provisions were done for its implementation. The 
Ministry of Internals (MOI) prepared all of the by-laws in the time limits determined with 
the Action Plan for realization of the activities concerning the creation of the legal 
regulative. They are left to be adopted in the course of 2010. 

The established system of career and merits should increase the stability of the 
professional personnel and eliminate one usual practice, due to a change of the political 
option that is currently on the position, besides high-ranked officials in MOI, lower-
ranked officers in the professional services to be redeployed because of political motives. 
In the reporting period, measures have been taken for the elevation of the level of 
responsibility within the members of the police and authorized officials in MOI.  

In 2009, 432 procedures were conducted for determining the responsibility for 
violation of working discipline against employees in the MOI.  Out of the total number of 
conducted procedures, measures for termination of the employment agreement were 
pronounced in 108 procedures, measure “fine” was pronounced in 285 procedures; a 
decision for termination of the procedure was adopted in 33 procedures; a decision for 
redeployment of the employee two positions lower than the position he/she held before 
was adopted in 2 procedures and a written warning for the employee was pronounced in 4 
procedures.  

In the reporting period, the system for Integrated Border Management was completed, 
which by singing of the agreement for readmission and establishment of the National 
Coordinating Center for Border management had a great effect on the establishment of 
the visa liberalization for the citizens of RM starting from 19.12.2009.  

With the aim of promoting the technical-information potential of MOI, in a phase of 
realization are the projects for improvement of the Tetra system for the area of Skopje, as 
well as establishing a modern 24 hour Operational Centre equipped with the most 
sophisticated electronic equipment for following the important criminal hot spots in 
Skopje, as well as a bigger insight in the activities and tasks by the officially authorized 
persons.  

In the view of issuing personal identity cards, the increased waiting line and the 
prolongation of the time period for their creation and issuance is particularly noticeable. 
That is mainly because of the following: the approaching of the due date for replacement 
of the identity cards and the weak prior reponse of the citizens6; the adopted decision for 
visa liberalization and the fact that it shall be valid only for the new biometric passports 
and the new pandemic swine flu.  

 
 

4.2. Overall evaluation by the expert on implemented activities for the reporting 
period, with possible recommendations   

 
 In the reporting period the realization of the program commitments of the 

Government of RM continued, i.e. the work of its sector ministries and institutions that 
are in charge of the implementation of the activities in the field of justice and security. 
The cycle for adapting of a great part of the Macedonian with the EU legislative is 
completed.  

                                            
6 In the pervious 2, 5 years, a 100 persons applied a day, and immediately the number of 

applications was increased to 10.000 persons a day.  
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 The late implementation of the Law on Juvenile Justice is moving with the 
creation of a State Council for Prevention from Juvenile Delinquency. In the following 
period its implementation should follow in the courts, as well as the creation of the 
Councils for prevention from Juvenile Delinquency on the municipal level and the city of 
Skopje.  

 The Law on Police is implemented more intensively in practice. In the 
determined deadlines, all of the foreseen by-laws have been adopted, and the 
commanders of the police stations have been elected (in joint action of MOI and the local 
self-government).  

 The Law on Internal Affairs is adopted which introduces a career and merit 
system. The career and merits system should increase the stability of the professional 
personnel and eliminate one usual practice, due to a change of the political option that is 
currently on the position, besides high-ranked officials in MOI, lower-ranked officers in 
the professional services to be redeployed because of political motives.  

 The reform of the penitentiary system with the aim of improving the 
conditions in the penitentiary institutions and more efficient implementation of the 
sanctions is still at a satisfying level, although it can be concluded that it is restrained by 
the lack of financial means. The help of the Government of the Kingdom of Netherlands 
is generous, which on a bilateral level pays great efforts for improving that condition.  

 With the aim of elevating the level of public and state security, especially for 
preventing the violent forms of organized crime, in the upcoming period things should be 
done for renewing the work of the police officers in the monitored and patrolled area, 
activity that the Macedonian police practice has conducted quite well until the conflict in 
2001 when, because of the current situation at that time, that practice was almost 
abandoned.  

 The need for enlarging the capacities of the information-technological system 
for issuing personal identity cards for the citizens of RM is evident. 
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5. Foreign affairs 

 
5.1. Planned and implemented activities of the Government of RM in the reporting 
period 

 
According to the Program for work of the Government, the foreign policy of the 

Republic of Macedonia for the current period was devoted to five strategic priorities: The 
NATO membership, starting negotiations with the EU and membership in the EU, 
liberalization (abolishing) the visas for the Macedonian citizens, overcoming the dispute 
created by Greece, and which is related to the name and strengthening the economic and 
public diplomacy.  

 
Further to the membership in NATO—After the successful completion of the 

10th cycle of the Action plan for membership, the Republic of Macedonia started the 11th 
cycle of the Action plan for membership in NATO. Thus, the Republic of Macedonia 
became a country that has done the longest preparations for membership in the alliance in 
the history of NATO.   

In the reporting period, the Republic of Macedonia continued the reforms in the 
defense sector through continuation with the transformation of the Ministry of Defense, 
restructuring of the Army, modernization of the education system and training, 
continuation of the contribution in the international operations, intensifying the 
international cooperation, reforming the health system of the army, increasing the 
appropriate and just representation of members of the communities and contribution to 
the European security and defense policy.  

By the end of 2009, several strategic documents were projected to be adopted-the 
Strategy for Defense, Long-term Plan for Development of the Defense (2009-2018) and a 
new Law on Service in the Army, as well as a new Law on  Defense in the course of 
2010. The new Law on Service in the Army is in a parliamentary procedure, and the 
Strategy for Defense is in a phase of approval by the President of the Republic of 
Macedonia. Within the closing date of this report there was not any information on the 
dynamics and fulfillment of those determined objectives.  

The Republic of Macedonia continued with the participation in the army missions 
of NATO and EU. According to the standards and recommendations of NATO in 2010 
the contribution is increased for about 50% in ISAF-Afghanistan, the participation in the 
mission in the EU-ALTEA continues and also the preparations for participation in the 
Fight Group of the European Union in 2012, as well as in the UN mission, UNIFIL in 
Lebanon. The Republic of Macedonia through the Coordinative Center for Support of 
KFOR (KFOR-HNSCC) continues to provide logistic support of the NATO operation in 
Kosovo-KFOR. According to the plans for participation in the international missions for 
2010, the Republic of Macedonia shall contribute to the efforts of the international 
community for stabilization, security and development of Afghanistan with about 250 
representatives of the ARM (which will make Macedonia reach participation of 4% out 
of the total forces, i.e. it shall be the 5th contributor with regard to the number of 
population.  

Through the substantial participation in the operations undertaken by NATO, the 
Republic of Macedonia continues its contribution in the world peace keeping and 
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security, however at the same time it sends clear signals for its consistency and support in 
NATO processes and reforms that are continuously implemented. In that direction, the 
Republic of Macedonia should continuously put greater efforts in the development of the 
distributive abilities of the Army of the Republic of Macedonia (ARM). The financing of 
the defense is within 2 percent of the GDP until now. For the 2010 because of the great 
pressure of the economic crisis, the projected percent decreased to 1.65 percent of the 
GDP.  

In the area of Euro-integrations, the Government of the Republic of Macedonia 
at the very beginning of 2009 established three key priorities concerning the European 
agenda, such as: (1) fulfilling the benchmarks set by the European Commission for the 
start of the negotiations for membership, (2) completing the process of visa liberalization 
and (3) accreditation of the national institutions for managing the instrument for pre-
accession aid of the EU. All these priorities were mainly fulfilled, whereupon a solid 
political dialogue and was demonstrated and a consensus when discussing about the euro-
integrations of the Republic of Macedonia. According to all of the indicators, one can 
conclude that the Republic of Macedonia in the course of the previous year achieved 
solid progress in the realization of the set objectives at the beginning of the year. 
After receiving the Report from the European Commission for the progress of the 
Republic of Macedonia for 2009 and the recommendation for the start of negotiations for 
membership of the country in the European Union, the Government of the Republic of 
Macedonia approached towards determining the remarks noted in the Report with the aim 
of their full overcoming. The adoption of the Action Plan and its monitoring within 
December 2009 had the aim of ensuring continuation in the reform processes, especially 
in the realization of the priorities of the Partnership for Accession until the end of the 
revision of the National program on approximation of the legislation of the Republic of 
Macedonia to the EU legislation (NPAA) for 2010. NPAA defines the dynamics of 
adopting the EU legislation for 2010 and sets the strategic directions in the process of 
European integration, the application of the EU policies, reforms, structures, resources 
and deadlines that should be realized with the aim that the Republic of Macedonia fulfills 
the required conditions. In 2010, 100 laws from the European agenda are foreseen to be 
adopted.   

Regarding the preparation for start of negotiations with the EU, during the 
analyzed period started the creation of the expert teams, and MFA, together with the 
Secretariat for European Affairs worked on the completion of the structures required for a 
successful conduct of this process. In that sense, the Mission of the Republic of 
Macedonia in Brussels should be immediately strengthened with experts for each 
negotiation chapter. Of a key importance shall be how much the government institutions 
will use the experiences of the other countries, and how much they are going to rely on 
the national experts in the academic and non-governmental circles. The unpreparedness 
of the Macedonian administration can risk that strategically important process for the 
Republic of Macedonia.  

Certain aspects of the cooperation with the EU, such as the structured political 
dialogue, cooperation on the field of foreign, security and defense policy, the inter-sector 
cooperation, were conducted with a continuous dynamics in the previous quarter as well.   

One of the most important foreign and key program aims of the Government was 
a complete liberalization of the visa regime with the countries from the Schengen zone, 
for which efforts were made in the determined deadlines for fulfilling the main technical 
criteria. The Council of Ministers for Justice and Foreign Affairs of the member-states of 
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the EU adopted a decision for abolishing the Schengen visa-barrier for Macedonia, 
Montenegro and Serbia and instead of entering into force as of 1 January 2010, it was 
enforced on 19 December 2009. Thus, the European Schengen area with 28 countries (25 
member-states of the EU except for United Kingdom and Ireland, and also three more 
countries Norway, Switzerland and Iceland), five hundred millions of citizens and a 
territory of 4.3 millions of square kilometers became available for the Macedonian 
citizens without visas.  

The cooperation in the regional initiatives is an important element of the foreign 
policy of the country. The Republic of Macedonia continues to proactively participate in 
the Process of Cooperation in the SEE (PCSEE), the Council for Regional Cooperation 
(CRC), the Central-European Initiative (CEI), and the Regional SECI Center in 
Bucharest. In addition to these regional initiatives, Macedonia was an active participant 
in other forms of cooperation as well between the countries from the region, especially in 
the context of the euro-integration.  

On the plan of the multilateral activities, the biggest foreign-political engagement 
in the Republic of Macedonia in 2010 shall be the Presidency with the Committee of 
Ministers of the Council of Europe from May until November. The priorities of the 
Macedonian Presidency with the Council of Europe shall be the fight against corruption, 
the reform of the European Court of Human Rights through the increase of the efficiency 
of the judiciary and education of the judges on a national level, integrating the national 
minorities into the European societies, promotion of the position of the Roma people, 
protection of the cultural heritage and religion dimension of the inter-cultural dialogue, as 
well as more active inclusion in the political and democratic development of the countries 
from South-eastern Europe. For all these themes, conferences shall be organized in 
Macedonia. 

Regarding the name issue negotiations that the Republic of Macedonia conducts 
with Greece under the patronage of the United Nations, a big step has been done in the 
reporting period. Namely, after the end of the elections in Greece and the formation of 
the new Government, the contacts were intensified between the governments of the 
Republic of Macedonia and Greece, thus giving a new spirit on the negotiation process 
itself, in the sense of renewal of the negotiations for the name issue under the patronage 
of the United Nations.  

 
5.2. What remains to be implemented (not implemented yet or not yet finished) in 
the analyzed period 

 
In the previous period, a substantial attention was paid to the build of a highly-

quality and professional diplomatic-consular personnel. In that direction, the first phase 
in the creation of the Diplomatic Academy within MFA was implemented by the 
introduction of a personal system of diplomatic education. However, the second phase 
which involves beginning of a scientific-research activity of the diplomatic academy 
within MFA after the example of the already affirmed diplomatic academies and 
institutes regionally and world wide, is still not started.  Moreover, the purchase or 
building of objects for the diplomatic-consular missions in the Republic of Macedonia, as 
a process which was planned, but stopped because of the financial crisis and the 
decreased budget. Beginning from the bilateral relations and the importance of Norway 
as a member in NATO, the opening of an Embassy of the Republic of Macedonia was 
projected for 2009, however because of financial reasons it was postponed for 2010. 
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In the period to come the process of completely fulfilling the Macedonian 
embassies is left to be completed, especially in the key countries for Macedonia, with 
defense (army) attachés. In many of the countries the equipping with the basic 
representatives is not completely completed, in the sense of a first, second and third 
secretary. That additionally affected the capacity of the Macedonian diplomacy and the 
intensity of the diplomatic activity for promotion of the strategic interests of the Republic 
of Macedonia. 

The Ministry of Foreign Affairs for 2009 planned a project for the creation of a 
web-site for uniting the Macedonian DCM (www.missions.gov.mk), however, it is not 
completely finished, nor in use by the end of this report.  

 
Regarding the work of the Ministry of Defense, it is left to be realized the planned 

for equipping and modernization, and restructuring of the ARM, as well as to achieve 
appropriate and just ethnical and gender representation in the professional structure of the 
Ministry and ARM.   

 
5.3. Evaluation of the potential risks from (non)implementation or from (non) 
quality implementation of activities 

 
The effects caused by the world economic and financial crisis had their impact on the 

perception of the process of enlargement as well, which opened many doubts whether the 
Union facing its own problems has the capacity to continue the process of enlargement. 
Aware of all the challenges, the Republic of Macedonia with commitment and a lot of 
work managed to realize two key processes-receiving recommendation for negotiations 
and liberalization of the visa regime. However, the challenges of the economic crisis 
remain for the 2010.  

In the area of defense, the budget of ARM should be bigger for at least a half, in order 
Macedonia to continue fulfilling the criteria for membership in NATO. One of the criteria 
for Macedonia from an aspiring country to become a full member of NATO is for the 
defense to take up between 2.1 and 2.6 percent of GDP. According to those criteria, the 
budget for 2010, instead 103 millions of euros, should be between 140 and 160 millions 
of euros. One should be careful not to endanger the NATO membership by not fulfilling 
those basic criteria.  

In the area of managing the human resources in defense and army of the Republic 
of Macedonia, a long-term challenge will be attracting and keeping a quality personnel, 
achieving appropriate and just ethnical and gender representation. It is recommended that 
MD and ARM should continue implement and promote that sector with additional 
trainings and profiling or even re-qualification of the civil and army personnel. In that 
sense, the system of education and training is quite positively, which is mostly presented 
through the work of the Military Academy, which after 4 years started work with the 
newest study programs and the highest standards.  

 
As a first and immediate priority for 2010 in the area of euro-integrations was the 

planned receiving of date for the start of negotiations with the Union in 2010 and 
especially in the period of the Spanish Presidency. What is a key challenge for the 
Republic of Macedonia for this year is the (non) implementation of the recommendation 
of the European Commission for the start of the membership negotiations. The Republic 
of Macedonia should be aware of the risks and challenges that the Spanish Kingdom is 
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facing in this six-month period, having in mind the risk for implementation of the Lisbon 
Treaty and the creations of the necessary structures in function of the newly established 
institutions-President of the European Council and a High Representative for Foreign and 
Security Policy. Macedonia should foresee that, but in the same time it should put 
additional efforts for deepening of the reform processes within the Partnership for 
Accession and not to give up from the protection of its own interests and objectives for 
which a general national and political consensus exists-start of negotiations for 
membership in the Union.  
 

During the six-month Presidency with the Council of Europe from May until 
November, the Republic of Macedonia is in charge of a big responsibility, and first and 
foremost a more intensive cooperation with the other international organizations as well, 
which are partners of the Council of Europe (OSCE, EU and UN), whereas, RM shall be 
the voice of the organization regarding the relevant political questions. It can be expected 
that the attention of the political public in Europe and beyond shall be on Macedonia. 
Here, the risk for the readiness of the Republic of Macedonia can be seen for that serious 
task, which is mostly noticeable in the capacity of the administration and coordination of 
the institutions. Having in mind the connection of the inter-governmental and 
parliamentary dimension of the Council of Europe, of a big importance for the Presidency 
and successful foreign-political promotion shall be the cooperation with the Ministry of 
Foreign Affairs of RM and the Assembly of RM and with the parliamentary delegation 
that represents the Republic of Macedonia in the Parliamentary Assembly of the Council 
of Europe. The Republic of Macedonia should prepare the administration for that task 
and to use that time period for which a bigger promotion and increasing of the support 
given by the member-states is possible.  

The name is still the sole brake in the process of Euro-Atlantic integrations. For 
the start of the negotiations, both NATO and the European Commission were clear-the 
reform potential is strong, Macedonia fulfilled all of the benchmarks, however what 
remains is the dispute with the south neighbor. The negotiations regarding the name 
continue and both sides are expected to cooperate and contribute to finding a jointly 
acceptable solution.  The potential risks are identified in the effects of the economic crisis 
that embraced Greece, its position and willingness for negotiations, behavior of the Greek 
Government in front of the EU, and in the manner of conducting negotiations as well.  

5.4. Overall evaluation by the expert on implemented activities for the reporting 
period, with possible recommendations  

 
Regarding the main strategic priorities of the Republic of Macedonia, it is 

recommended that the Government of RM actualize and emphasize the issue of quick 
integration of the Republic of Macedonia in NATO, both in the function of continuous 
realization of the operations in which Macedonia participates with own forces and 
strengthening of the regional security. The emphasize of the unsustainable situation 
which has arose after the Bucharest Summit should continue-a candidate which has 
fulfilled all the conditions for membership, one which gave and is continuously giving a 
substantial support in the efforts of the alliance, in the Region and worldwide, is unjustly 
kept in front of its door.  But, in the mean time, the intensity of the reforms and the 
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transformation of the Macedonian system for defense following the standards of one 
member-state of NATO should not be made slower. 

 
The start of negotiations for membership in the European Union should be top 

foreign-political priority of the Government of the Republic of Macedonia in the current 
year. Thus, the strengthened dynamics should be continued, the reforms determined in 
compliance with the revised National program on approximation of the legislation of the 
Republic of Macedonia to the EU legislation, with the aim of promoting the level of 
fulfilling the criteria for membership in the EU, as well as the proactive approach of 
seeking for solution for overcoming the bilateral dispute with Greece concerning the 
constitutional name. The Government of the Republic of Macedonia should demonstrate 
that it has political and administrative capacity to start the process of accession 
negotiations. Waiting the start of negotiations, intensive work should be done in 
establishing the national structures of this crucial question. In this period it is necessary to 
strengthen the capacity of the administration and to carefully establish the specific 
negotiating structures who will intensively prepare themselves for the beginning of the 
negotiation process. Also, the whole expert public should be involved in the process. 
According the assessments, Macedonia will need about 1.500 experts from different areas 
in the negotiations, who according to the experiences so far will last at least four years. 
Although the country is under the pressure of the world economic crisis, Macedonia 
should not save resources for this crucial area of strategic determinations of the Republic 
of Macedonia. 

The indicator for visa liberalization was a positive experience for the state 
institutions, which showed that the Republic of Macedonia has the capacity for fulfilling 
complicated technical demands in the process of euro-integration. As well, that is an 
indicator that the Republic of Macedonia can successfully manage the challenges brought 
about by the process of accession negotiations with the EU. The abolishing of visas is a 
big and practical benefit which shall provide greater mobility, exchange of ideas, 
improvement of the cooperation in all of the spheres of the social living and will catalyze 
the process of euroeization of the Macedonian society, shall contribute to the deepening 
of the contacts of the citizens with the neighboring countries, which will open new 
possibilities for cooperation and business activity. In addition it is expected to improve 
the relations with the neighboring countries, thus the attention should be paid to the 
common interests and investments and the common European future and overcoming of 
the left-overs from the past. 

Within the relations with the neighbors, the Republic of Macedonia should strive, 
besides the traditional promotion of the political, economic and cultural relations, to 
stimulate initiatives for improving the infrastructure-road, railway and energetic. So far, 
the cooperation on the field of trafficking of people, organized crime, money laundering 
is on a quite satisfying level. 

Regarding the dispute over the name issue with the Republic of Greece, the 
demonstration of a complete commitment of the Republic of Macedonia concerning this 
issue should be continued for its solving as soon as possible with joint constructiveness 
and flexibility, in the spirit of the European cooperation and good neighbour relations. 
The contacts on every state level need to be intensified with the representatives of the 
Greek Government, thus manifesting worming and starting an honest dialogue in front of 
the whole international public. The Government of RM should build a strategy about the 
possible further blocking of the process for delivering a decision for date for the start of 
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the negotiations. Steps should be taken for a positive, active presence in the process of 
negotiations and the whole administrative potential to be activated (particularly the 
representatives outside of Macedonia) in the direction of a complete informing of the 
European and world elite about the essence of the dispute with Greece, as well as 
emphasizing that the bilateral disputes should not be used for conditioning the progress of 
another country, but to follow the principles of meritocracy.  

  
The foreign policy in the Republic of Macedonia is still burdened with the 

internal-political processes. It should be quality strengthened for which purpose an 
eventual creation of all internal preconditions should be done, and above all, the national 
consensus of the manner of achieving the priorities of the Macedonian foreign policy, as 
well as the mans for its successful achievement, by decreasing the effects of the internal 
inter-party disputes and building and promoting unity in the representation of the 
Macedonian foreign-political priorities. In that direction, the meetings and discussions 
between the political actors from different political parties should be intensified. 
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6. Education 
 

 
6. 1. Planned and implemented activities of the Government of RM in the reporting 
period 

 
In the previous analyzed and monitored period in the area of education, the scope 

of analyzed events did not embrace many activities. However, those that were included 
can be said to have really marked this area in the analyzed three months. 

What can be noticed as a progress and what was mentioned in the previous report 
of the OHRID Institute as well, was providing the students with free-of-charge school 
books. In the secondary schools, where the students studied from scripts, things started to 
move in the right direction.  

The Ministry of Education opened a competition for gathering offers for 
publishing school-books for the four year professional education. It is about 534 books 
that were missing in 14 vocations and it represents quite a big step in the area of 
education. 

Regarding the redistribution of the free-of-charge school-books in the Republic of 
Macedonia, a new information system was presented which is actually a mechanism for 
electronic gathering of data and gives the exact number of books that every school in 
Macedonia needs. This measure shall reduce the problems regarding the necessary 
number of students and books that should be given to each school individually. The 
system has been created to ensure on-time and exact gathering of all the necessary data 
connected to the successful realization of the project for free-of-charge books.  

In order to improve the communication and cooperation between the schools and 
the Ministry of Education and Science, among other things, a network has been 
established, particularly electronic mails through which the communication between the 
schools and the MES is established. This electronic communication shall serve for the 
removal of any kind of incoherence, unclear things, etc., which are possible to appear 
with the managers of the schools. This reform or novelty seems to come late. It should 
have been introduced at the very beginning of the distribution of the books, in order to 
increase the efficiency and the easy communication between the schools and the 
Ministry.  

For 2010, the Government of RM allocated more financial means from the central 
budget for the needs of the science. The Ministry of Education and Science published the 
competitions for financing the science-research projects and for the annual programs for 
science-research activities of the public science institutions for 2010. In the budget for 
2010, the Government allocated 25 millions of denars for financing the programs in the 
public science institutions and 20 millions of denars for financing projects for which the 
state and private universities can apply, as well as particular faculties, public science 
institutions, individual researchers and centers for excellence. In the budget of RM, for 
the first time, financial means are allocated which can cover a scientific project. For that 
aim, 600 000 of denars are projected anually, i.e. 1.200.000 of denars for two-year 
projects. There is increase in the means for the Competition of annual programs for 
scientific-research activities of the public scientific institutions and instead of the 300.000 
of denars granted so far, now 400.000 of denars are projected for one project.  

It is recommended that the redistribution of those means should be necessary and 
the complete professionalism should be followed in that activity.  
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The Ministry of Education and Science and the Roma Education Fund from 
Budapest started the implementation of the project for the support of Roma students. 
Granting scholarships for 800 Roma secondary school students is projected for the first 
phase of the project-in a total amount of 2.200 of denars, while in the second phase they 
will be given additional help in the study-process by professional mentors and tutors with 
the aim of quick and efficient following of the classes. The project for Roma-support in 
education is worth 21 millions of denars, 15 millions out of which are provided by the 
Roma Educational Fund, while the Ministry of Education shall provide for the rest of the 
amount. The Roma-students, who will be given the scholarships, in the course of the nine 
school months shall receive a surplus 2.200 of denars. Also, through this project, the 
Ministry of Education and Science shall provide additional support for the Roma –
students through mentoring and tutoring. It is a positive step of the Government of RM, 
which for the first time introduces a measure which insists to help Roma-students 
improve and invest their potential, and at the same time represents a positive motivation 
for continuation of their education.  

According to the methodology of this report and the overall project, the following 
question does not fall into the scope of monitoring of events for it is not envisaged with 
the Program of the Government for 2008-2012. However, because of the great attention 
and importance of this issue and the effects it has, it is still necessary to be given a short 
analysis.     

Namely, with the introduction of the decision for learning the Macedonian 
language starting from the first grade by the representatives of all ethnical communities 
in the country, particularly with the start of its implementation, many discussions and 
debates have been started between the political parties in the Republic of Macedonia, and 
between the citizens of the Albanian community in the Republic of Macedonia. 
According to this adopted decision, the students, besides learning the English and native 
language, should start learning the official language of the country they live in starting 
from the first grade. By the introduction of the official, i.e. the Macedonian language, the 
language barrier is expected to be diminished for a bigger mutual recognition, 
communication and internal integration of all members of the society  This initiative by 
the Ministry of Education and Science is not something new. The experience in more 
countries in Europe and the USA is that all of the children-representatives of the ethnical 
communities, when enrolling in the first grade, besides having the right to get education 
in their native language, are obliged to learn the official language of the country they live 
in.  
According to the statistics at a European level, beginning with the first year of education, 
the children start learning two or three languages, which corresponds to the curriculum. 
Each country has different social order and conduct of the curriculum programs because 
each of them has a specific system of education. Moreover, the Republic of Macedonia is 
a rare country in which the children-representatives of the ethnical communities do not 
start learning Macedonian language in the first grade.  
What is crucial to be mentioned is that this decision is not a subject for education of 
children and does not foresees lessons by a subject teacher, but the class teacher, with the 
aim of introduction of the basic terms of the language through games and songs. The 
learning of the Macedonian language should not represent an additional responsibility 
and difficulty for the children, but should be a daily learning through interactive classes, 
fun, games, songs, etc.   
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6.2. What remains to be implemented (not implemented yet or not yet finished) in 
the analyzed period 

The implementation of the project for external testing or standardized tests has been 
postponed again. The reason for its postponing is the non adoption of the amendments of 
the Law on Primary and Secondary Education. The project is an internal check of the 
success of the students. Actually, through the standardized tests the success of the 
teachers was planned to be tested. The external testing which cannot be realized in 
practice, foresees check of the knowledge of the students in order to assess the objective 
evaluation by the teachers. According to the Program of the Government of the Republic 
of Macedonia, this project was planned to start its implementation in 2009, however it is 
evaluated that its implementation shall be postponed for one more year. 

 What has marked the previous period and was quite a lot discussed in public, is 
the conducted investigation on the redistribution of the European money by the European 
Agency for Educational Programs and Mobility.  

Because of the doubts and accusations that the European money were 
redistributed according to family relations and among the members of the very executive 
board of the Agency, the Government of the Republic of Macedonia took measures for 
solving this scandal. Namely, in order to confirm or discharge the accusations and with 
the aim of a complete exclusion of the various speculations, the Government of RM 
undertook measures of revision and insight in the work and in the grants given by the 
Agency. The Agency is still under a review expecting the final results from the 
investigation to be presented. Because of the inconsistencies, the Executive Board of the 
National Agency was dismissed and new members were appointed in it. The work of the 
members of the Executive Board was evaluated as not ethical, and the need of 
undertaking further measures in this field will be decided right after the review. In the 
Law on Establishment of This Government Agency it says that the director, employees, 
members and the president of the Executive board shall be dismissed of their functions if 
they appear to be the beneficiaries of the financial means from the programs granted by 
the European Union. It is recommended the whole situation to be solved as quickly as 
possible, because it is not only about the Agency, but also the overall reputation of the 
Republic of Macedonia.  

 
� he dispersed studies were the topic of monitoring and analysis from the 

beginning of the projects and were included in the first report as well. At the beginning of 
the conduct of this activity, it encountered debates, critiques and different discussion, 
however the Government of RM continued their implementation. De-concentration of the 
studies is not conducted in the foreseen dynamics. There are still oversights in the 
lectures of part of the dispersed faculties because of the inappropriateness of the space 
and the infrastructure, thus the whole administrative capacity is facing difficulties in the 
realization of the lectures.  
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6.3. Evaluation of the potential risks from (non)implementation or from (non) 
quality implementation of activities 

  
The Government of RM in the previous three months faced a great risk regarding 

the not ethical work in the European Agency for Educational Programs and Mobility 
Namely, by the compromising information coming out in public regarding the work of 
this Agency, which among other things, is in the process of accreditation, the country was 
placed in an uncomfortable situation in front of the European Union. Although, prior to 
the end of the complete review of its work, it cannot be found out the actual truth in the 
sense whether there are legal or completely illegal activities in the Agency, it still puts 
negative impression on the management of the European money. The Republic of 
Macedonia must not allow these kind of speculations, and especially not wrong or bad 
management with the European money when at the same time it works on the reform 
process and its integration in the EU and NATO. That is a potential risk that can harm the 
Macedonian reputation in Brussels, and by doing that, decrease the support and trust for 
management with the European money.  

 
The decision for learning the Macedonian language by the representatives of the 

ethnical communities in Macedonia starting from the first grade caused heavy debates, 
discussions and different kinds of polemics in the public between the political parties. 
Regarding this problem, the risks came out to the surface, and the boycott of the classes 
and the deepening of the ethnical difference are things that should be most carefully 
treated. Namely, if a previous in-depth study is not done prior to the introduction of these 
extensive reforms, these and other similar polemic discussions can occur in future with 
the risk for a future boycott of the classes. 

 
The project of the Government "Computer for every child" is of a great 

importance for the students, and also for the progress of the Macedonian society and 
represents quite expensive and demanding project. The schools are equipped with 
computers and every student and teacher, according to the projections, should have a 
computer in front of them, which will facilitate the following of the classes. The most 
frequent questions are: Whether the computers are really a priority, whether the schools 
are completely in order, and this is the last necessary reform and whether the 
environment is prepared for that reform or is there a necessity for its preparation? 
Namely, the building and finishing the construction of schools, toilets, chairs, aid 
materials, furnace, electrical installation, the overall infrastructure, etc are a necessary 
preparation prior to the start of the reform, as well as a priority for sound education and 
sound environment with the aim of socialization of the students. A contradictory sight is 
the non renovated schools and computerized classrooms. Greater attention should be paid 
to the priorities and well worked strategy of requirements, risks and benefits should be 
elaborated. The students are one of the most vulnerable groups of the society and all of 
the reforms taken in the domain of their socialization and progress should be carefully 
structured.  
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6.4. Overall evaluation by the expert on implemented activities for the reporting period, 
with possible recommendations  

The increase in the budget for the needs of education and science is essentially important 
because by financing the projects, the long period of absence of finances in this area will 
be terminated. With these kinds of stimulations, the Republic of Macedonia shall 
encourage the scientific thought for the purpose of development of the country. More 
time and resources should be paid to the popularization and support of the scientific area. 
The additional resources of part of the budget for the science shall contribute for the 
education to become less closed in the margins of the universities, and to be generally 
accepted and to contribute to the overall progress of the country. The projects with which 
the scientific workers apply with ideas and programs stimulate competition, and thus the 
quality of the scientific staff. This project should be in the function of equal development 
of the universities and institutions in the country, and as well in the function of support of 
competition.  

Regarding the adopted Decision on compulsory learning of the Macedonian language by 
the representatives of the ethnical communities in the Republic of Macedonia starting 
from the first grade, the general assessment is that there are benefits form that measures, 
but also that there prior to adopting this measure it is of essential importance to carefully 
examine the material and adopt a rational strategy. The multiple use of languages in the 
Republic of Macedonia is a comparative advantage for the creation of a competitive 
market inside and outside of the borders, but that should be set in a strategic and planned 
manner and should not succumb to the impact of the politics, which can lead to disturbing 
the inter-ethnical relations in the country. In the future it is recommended a detailed 
examination of the appropriate material and strategy to be done before making such 
reforms, which will assess the benefit and risk from them, thus decreasing the possibility 
for boycott and negative polemics regarding that problem. It is especially important when 
the problem includes only one specific group in the society-the students, who must not be 
used for political aims, which can cause great consequences on them and generally 
endanger the fragile multi-ethnical balance in the country.  

Regarding the events in the European Agency for Educational Programs and Mobility, 
the Government of RM should undertake all of the necessary measures in order to protect 
the country from further manipulations with the European money. If the results show that 
there are serious oversights in the work of the Agency, it will be a great disadvantage and 
a hole in the overall reputation of RM regarding its EU integrations. All of the necessary 
legal measures are recommended to be taken in order to prove the professionalism and 
capacity of the Macedonian administration for managing with the European money.  

The project for granting scholarship to Roma children is evaluated as quite a positive 
step, taking into account the increased number of Roma students in secondary schools.  
This project invests in the quality of the educational system and in the education of the 
most marginalized group in the society.  

The introduction of the information system for alleviating the communication between 
the managers of schools and the Ministry for Education and Science is a positive step. It 
is recommended the Government not to stop at this level and to invest in technology in all 
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of the spheres of education. Although monitoring the new tendencies is recommended, a 
strategy and analysis of risks, benefits and difficulties that will be brought by the new 
technologies should be elaborated prior to that. These technological systems and 
novelties, which are already implemented and in function in the European countries, 
should be introduced in Macedonia as well. However, the whole environment should be 
prepared for that kind of development in the first place and the manner and space for their 
implementation should be identified.  The capacity and the technical preparedness of the 
sector of education should be strengthened as well, for the application of those 
technologies and their transfer to the students. 
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7. Social Policy 
 

7.1. Planned and implemented activities of the Government of RM in the reporting 
period 

 
7.1.1. Labor market, employment policy and social dialogue 

 
In the area of labor law, the most important activity in the analyzed period were 

the amendments of the Law on Labor Relations7, which stipulated new criteria for 
determining the representation of the syndicates of employers, as well as a new procedure 
for determining the representation in the direction of a continuous and more efficient 
functioning of the social dialogue. With the new legal solutions it has been projected the 
representation to be determined by the Minister of Labor and Social Policy at the 
recommendation of the three-party inter-sector commission. Moreover, the amendments 
to that Law define the things relating to the conditions, manner and procedure of part-
time work under particular conditions.  

In the part of the employment, in the analyzed period, as a continuity of the 
activities in the previous years, the Operational Plan was adopted for active programs and 
measures for employment-OP for 2010 in which, besides the programs included in the 
OP for 2009 (1. Program for self-employment; 2. Program for support and formalization 
of a constant business; 3. Program for employment preparation; 4. Program for 
employment subsidizing; 5. Traineeship as an employment support of the of young 
persons within 27 years of age; 6. Pilot survey for vacancies; 7. Economic strengthening 
of women-victims of domestic violence and 8. Program for employment support of Roma 
people), two new programs have been included:  Pilot-support of additional employments 
in companies registered through the Program for self-employment in 2007 and 2008 and 
the Program for promotion of entrepreneurship through constant business incubators and 
training for particular vocations and skills that are deficient on the labor market. with the 
programs and measures from the OP for 2010, a total of 6.947 persons are projected to be 
included, for which purposes a total amount of 527.84 millions of denars have been 
provided, 201 millions out of which are budgetary financial means. 

 
 

7.1.2. Pension and Disability Insurance 
 
In the reporting period, the trend of decreasing the expenses in the mandatory 

capital financial pension insurance continued. Thus, in December 2009, the Decision8 on 
decreasing the remuneration which is charged by the Agency for Supervision of Fully 
Funded Pension Insurance (MAPAS) and the Pension and Disability Insurance Fund of 
the Republic of Macedonia (PDIFM) from the pension funds management company, for 
the competencies given to them with the Law on Mandatory Capital Financial Pension 
Insurance, calculated as a percentage from the paid contributions.  With that Decision, the 
remunerations were decreased by 33 percent, thus from the previously determined 1.5 

                                            
7 “Official Gazette of RM”, no. 130/09. 
8 A Decision on the amount of the monthly contribution charged by the Agency for Supervision of 

Fully Funded Pension Insurance form the pension companies for 2010 (“Official Gazette of RM” no. 
157/2009).    
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percent, the percentage was decreased to 1 percent9. Furthermore, with the Decision on 
maximum amount of contributions paid to the mandatory pension fund for 2010, which 
was adopted in December 2009, it has been determined that the maximum amount of the 
contribution remuneration paid by the companies in the amount of 5.5 percent from the 
paid contributions, which is a decrease of about 19 percent regarding the contributions 
that the companies charged in 2009. the decrease in the contribution remuneration is a 
result of the increased contribution income and the increase of the financial means in the 
mandatory pension funds, which resulted in increase in the basis for calculating and 
payment of the pension and disability insurance contribution, which consequently leads 
to the possibility for decreasing those remuneration.    

In the direction of implementation of the amendments to the Law on Mandatory 
Capital Financial Pension Insurance from April 2009 regarding the transfer of the role of 
a watchdog on the team of the mandatory pension funds in business banks, in the course 
of October and November 2009, both of the companies managing the mandatory pension 
funds (“NLB Nov penziski fond, JSC Skopje” and “KB Prvo penzisko drushtvo JSC 
Skopje”) completed the process of transferring the function of a property watchdog of the 
mandatory pension funds they are managing, from the National Bank of the Republic of 
Macedonia10 to the selected business banks. 

In December 2009, the approval for managing a voluntary pension fund of “KB 
Prv otvoren penziski fond” became valid. According to the MAPAS registry, at the end 
of November 2009, in the voluntary pension insurance there are 723 members, 413 of 
which are in professional pension schemes. 

Within the program determinations of the Government of RM for decreasing the 
social contributions, with the amendments to the Law on mandatory social insurance 
contributions11, which are applied as of 1 January 2010, the trend of decreasing the 
contribution rate for pension and disability insurance continued, thus in 2010 the rate was 
decreased from 19% to 18%12. 

With the amendments to the Law on Pension and Disability Insurance from 
December 200913, there was an intervention in the part of determining the valorization 
coefficient data calculated on the basis of the movement of salaries of all employed 
persons in RM, for the purpose of eliminating the effects of the reforms on the social 
contributions and the concept of gross salary on the pension system14.  

 
 
                                            
9 In the total percentage for 2010, the remuneration charged by MAPAS is 0.8 percent, and the 

remuneration charged by PDIFM is 0.2 percent.  
10 The National Bank of RM had the role of property watchdog only as a transit solution until the 

development of the capacities of the business banks for doing activities as a property watchdog. 
11 “Official Gazette of RM”, no. 156/09. 

12 In 2009, the contribution rate for pension and disability insurance decreased from 21,2% to 
19%. 

13 “Official Gazette of RM”, no. 156/09. 
14 The amount of old-age pension depends on the amount of the monthly average of the salaries 

out of which the pension basis is determined and the percentage out of which the pension is determined 
depending on the length of the pension period. Regarding the fact that as of 1 January 2009 with the 
application of the gross salary concept, the decrease of the amounts of the contribution rates and the 
inclusion of the food and transport expenses in the gross salary, there was an increase in the net salaries 
without a real increase in the salaries of the employed persons, with the recommended amendments in the 
Law, there is an annulment of the effect of decreasing the social contributions and the gross salary concept 
on the amount of the salaries.  
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7.1.3. Social protection and social inclusion 
 
Within the legal framework in the area of social protection, amendments to the 

Law on Civil Invalids from the War were made in the reporting period, which made 
adaptations of the formula for determining the remunerations to the civil invalids with the 
concept of gross salary.  

As of 1 January 2010, the amendments to the Law on Civil Invalids form the War, 
which was adopted in January 200915, was enforced. It increased the amount of 
remuneration to the civil invalids from the war for 100 percent, thus the amount of the 
civil invalidity for the 1st group of civil invalids from the war equaled with the amount of 
the war invalids. 

In the direction of development of programs for social inclusion of the children 
from the streets, in the reporting period MTPS, in cooperation with UNICEF and OSCE 
started the realization of the Project for a better social protection of the children from the 
streets, referred to as “Children in risk-breaking the circle of social exclusion of the 
children in Macedonia”, with the accent on the Roma-children. The aim of this project is 
to develop and enlarge the network of daily centers for children on the streets and to 
develop standards, procedures and methodological directions for work with children on 
the streets and strengthening the institutional and human capacities of the Centers for 
Social Work and the daily centers for children on the streets. Within the Project, a 
Protocol for dealing with children from the streets has been prepared by the appropriate 
institutions.  

MTPS in the analyzed period in cooperation with the competent authorities and 
representative companies for persons with disabilities and with the support of GTZ, 
prepared a revised National Strategy for Equal Opportunities of the Persons with 
Disabilities. 

Within the program aims of the Government of RM for ensuring social protection 
and social security of pensioners, in 2010 the realization of the Project for spa and 
climate recreation and healing was started. With that Project, about 10.000 pensioners are 
planned to be included in 2010, and budgetary means in the amount of 90 millions of 
denars have been allocated for that. In the course of January, the ranking of pensioners 
who had applied for spa and healing recreation was conducted.  

In the reporting period, in the area of social protection, 5 by-laws were adopted, 
which determine the manner and conditions of the social protection rights in more details. 
The adopted by-laws are only smaller parts of the numerous by-laws in the area of social 
protection, but which adoption is continuously delayed for months. 

 
7.2. What remains to be implemented (not implemented yet or not yet finished) in 
the analyzed period 

 
 The comparison of the planned and realized activities in the analyzed 

period indicates that in the monitored period the following planned activities were not 
realized: 

 
·  Realization of the Program for conditioned remuneration for social protection 

which shall provide remunerations for the students from social endangered 

                                            
15 “Official Gazette of RM”, no. 12/09. 
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families for enrolling in secondary schools (the realization of the Program has not 
been started yet, and according to the Program, it should be conducted in the 
school year 2009/2010);    

·  The adoption of the Law on Labor Inspection with the purpose of harmonization 
with the Law on Misdemeanors, with the standards of the International Labor 
Organization and the Conventions of the European Union; 

·  Cutting the deadlines in the procedures for adopting a child and a new model of 
choice of the most appropriate selection of adopter electronically (amendments to 
the Law on Family were adopted and are submitted to the Government of RM);  

·  Adoption of the Law on Social Housing (the Law has been prepared and 
submitted to the Government of RM); 

·  Adoption of the National Program for Development of Social Protection and the 
National Strategy for Fight Against Poverty and Social Exclusion in RM (they are 
currently being prepared);   

·  Amendments to the Law on Employment and Work of Foreigners which shall 
decrease the required documentation for receiving personal work permit for self-
employment of foreigners, as well as procedures for adopting new “Rulebook on 
the Registration Procedure and Terminating the Work Done by Foreigners” and 
“Rulebook on Issuing Work Permits and the Form and Contents of the Special 
Types of Work Permits"; (the Law is in the Parliamentary procedure); 

·  Adoption of the Law on Antidiscrimination (the Law is in the Parliamentary 
procedure); 

·  Ratification of the Convention of the Council of Europe for Protecting Children 
from Sexual Exploitation and Sexual Abuse;  

·  Realization of the Action Plan for building access gates in all of the public 
institutions in the Republic of Macedonia; 

·  Adoption of the by-law acts in the area of social protection.   
 

7.3. Evaluation of the potential risks from (non)implementation or from (non) 
quality implementation of activities 

 
The insufficient administrative capacity and restrictiveness of the financial 

resources, as well as the insufficient coordination between institutions are still the main 
risks that hamper or delay the implementation of the activities and policies in the area of 
social protection or impact the quality of their implementation.  

 
7.4. Overall evaluation by the expert on implemented activities for the reporting 
period, with possible recommendations 

 
In the area of labor market and employment policies, the conditions are 

insignificantly changed, with employment rate that moves at about 32 percent of the 
population of working ability. Although, in the analyzed period the number of 
unemployed persons noticed decrease of 2.3 percent regarding the same period in 2008, 
which in absolute value is about 8.000 persons, that data is mostly a result of the decrease 
in the number of registered unemployed persons in the Employment Agency in July 2009 
for about 7.000 persons, who have probably by that point checked in with the 
Employment Agency particularly for the purpose of exercising the health insurance 
rights.  As of July 2009, and within the last month of the analyzed period, the number of 



 

48 
 

registered unemployed persons in the Employment Agency is about 341.000 unemployed 
persons. 

On the other hand, if one keeps in mind the fact that in May 2009, prior to the 
enforcement the new law on the entire citizens in RM to ensure their health insurance 
right directly through the Health Insurance Fund, about 71.000 of the registered 
unemployed persons in the Employment Agency declared themselves to check in only for 
the purpose of exercising the health protection right, it can be concluded that the new 
legal solution for ensuring the health insurance did not fulfill the expectations that it 
would have great effect on the determination of the real rate of unemployment. That, on 
the other hand, points to the need for an in-depth analysis of the registered unemployed 
persons in the Employment Agency for the purpose of determining the number of those 
who are in active search of job, which shall represent a real basis for defining the policies 
and measures which shall have an effect for facing the unemployment. On the contrary, 
besides the program determinations of the Government of RM for a continuous support 
of the realization of the active employment policies and measures, the effect on the 
improvement of the condition of unemployment seems insignificant. Of course, the fight 
against unemployment, the direct support of the Government of RM for the realization of 
the active employment policies and measures should be only a small segment form the 
overall policies and measures that have bigger or smaller, direct or indirect effect on the 
condition of the labor market. Strengthening of the administrative capacity of the services 
related to the labor market and employment policies, development and implementation of 
the individual plan for each registered unemployed person and their inclusion in the labor 
market, greater accent and application of the local action plans for employment, 
establishing a continuous relation between the labor market needs and those of the 
educational programs, enhancing the level of investments for the purpose of opening new 
work positions, are part of measures that should be applied in the fight against 
unemployment.  

In that context, The policies and measures for social protection should as well be 
in the direction of replacement of the passive measures for social protection through 
social remunerations, with active measures for inclusion of the people from the socially 
endangered families on the labor market.  

In the part of the pension and disability insurance, the trend of improvement of 
the conditions for capital pension insurance continued in the analyzed period. The 
decrease for 33 percent of the remuneration which is charged by the state institutions 
MAPAS and PDIFM form the pension funds management companies is a substantial 
signal that the Government of RM sends to the pension market and it shall directly affect 
the decrease of the total remuneration charged by the pension companies as well. 
Moreover, by decreasing the percentage of the contribution as remuneration from 
contributions charged by the pension funds management companies in the determined 
amount, the analysis show that there will not be misbalance of the regular work of the 
companies with the possibility of making profit, and at the same time it shall ensure a 
positive effect on the future pension for the members of the mandatory pension funds.  

As a priority in the following period, in the part of the pension and disability 
insurance, there is still left for the budgetary and institutional independence of the 
Agency for Supervision of Fully Funded Pension Insurance to be regulated, in 
compliance with the opinion given in the Progress Report of the European Commission 
for the Republic of Macedonia in 2009. 
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8. Health 
 

The recession that embraced RM had especially negative effects on the health 
system of the country. It is emphasized in the possibility the health system to face 
financial problems as a result of the reduced budget of the Health Insurance Fund of 
Macedonia on one side, and the increase in the number of insured persons, diminished 
budget transfers and accordingly increasing the number of health services on the other. 
That resulted with the need for careful planning of the new investments in health, such as 
opening a new city hospital, which represents additional financial expense and does not 
have clearly profiled types and scope of services that they offer to the citizens. In the 
same time, there is a need for accelerating the process of autonomy of the general 
hospitals which, among other things, has the purpose of transferring the principles of 
corporative and entrepreneur behavior in the work which is typical for the private sector 
in the public health, through which better conditions for work and greater 
competitiveness of the public health should be created as opposed to the private one. In 
this report as well, the need for finalizing of the plan for development of the hospital 
system in RM is emphasized, which, together with the rest of the measures that were 
pointed out in the report for the previous analyzed period are necessary to be undertaken 
for the purpose of stabilizing the conditions in the health.  

 
8.1. Planned and implemented activities of the Government of RM in the reporting 
period 

  
The economic crisis is especially mirrored in the hospital health system of RM 

where the accumulation of new debts up to 11 millions of euros is shown in denar 
equivalent value for the period of one year. The unofficial information point out that it is 
possible the debts to be very high, which could be noticed with an appropriate accuracy 
in the following reporting period.  

In the function of facing the recession, the Ministry of Health and the Government 
of RM offered a package of ten measures for the purpose of reaching financial 
stabilization of the hospital health system. The particular measures refer to introducing 
treasure system for paying in the health care, decentralization of the hospital services, 
changes in the collective agreement, respecting the agreement for restraining the extra 
salaries signed with the Syndicate and greater mobility of the health workers and their 
redistribution in institutions where they are appropriately needed. That package of 
measures represents only an initial reaction of the Government in the direction of solving 
the perceived problems, which quick effects are expected in the upcoming period.  

Besides the problems caused by recession, an additional financial and system risk 
of the health system represents the decision of the Constitutional Court of RM which 
enables all the expenses of the patients to be covered by the Health and Insurance Fund 
with the already determined amount, irrespective of whether they have been realized in 
public or private health institutions. In order to assess the total financial implications 
from that decision, it will be necessary to comprehend the reaction of the health 
authorities, as well as the percentage of insured persons who in the upcoming period will 
transfer to the private health care and who will claim a refund of the financial means for 
their medical treatments. However, the initial assessments are that the decision of the 
Constitutional Court shall result in effects that will hamper the country to fulfill the 
normative premises, by which through the Constitution the citizens are entitled to health 
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protection for it has been estimated that HIF will not have the financial means to conduct 
that decision without having great negative consequences for the health of the citizens.  

The current conditions in the health system emphasized the need for taking 
immediate measures for the purpose of hampering the collapse of the public health 
system. This report aspires towards pointing out and identification of several measures 
which, although being constituents of the Program of the Government of RM, have been 
forgotten in the previous period. The final aim of those measures is reorientation of the 
system from the current condition of keeping the social position of the employees in the 
health institutions, towards a system with a primary orientation towards increasing the 
scope, type, as well as the quality of the health services. In that context, it is necessary to 
delimit the social issues being treated by the health system (such as excessive 
employment or unemployment as a result of a future possible privatization, or diminished 
scope of work in certain institutions) and health to be directed particularly towards a 
treatment of the health issues and problems.  

8.2. What remains to be implemented (not implemented yet or not yet finished) in 
the analyzed period 

8.2.1. The need for continuation of the reforms in the primary sector  
 
The Government of RM in 2006 very successfully and decisively realized the 

privatization of the medicinal personnel who work in the primary health (health 
institutions), while unnecessarily delayed the privatization of the excessive administration 
that served, first and foremost, the medicinal workers in the health institutions.  While the 
health personnel was forced to earn depending on the number of the patients, the 
administration, which is over-dimensioned and does not offer the patients the necessary 
services was unnecessarily protected.  

Furthermore, the privatization of the specialized services was delayed (eye doctors, 
X-rays, laboratories, internal medicine, etc.) that work in health institutions, thus doing a 
bad favor for that medicinal personnel because in the mean time, the private specialized 
sector took over high percentage of the patients.  With regard to the constant economic 
crisis and the decreased scope of financial means coming in the health system, it is 
necessary the Government of RM to undertake measures to increase the efficiency of the 
system and thus decrease the expenditures. Those measures are politically unpopular, 
which is probably the reason why all of the governments until now postponed the 
solution of the corresponding problems. However, the activities that the Government of 
RM is planning to undertake in the upcoming period should pave the path of the health 
system for the following 10-20 years.  

According to the facts brought out so far, it seems that the Ministry of Health and the 
Government of RM should consider adopting some of the following measures in the 
direction of more energetic implementation of the measures that will enable the health 
system complete its mission-promotion, maintaining and restoration of the health 
condition of the population, without being exposed to great financial expenses:  

- It is necessary the Ministry of Health to form a team for criteria development for 
finalizing the privatization in the health institutions; 

- To conduct the privatization of the specialized services, which will cover 1.221 
employees, out of who 403 doctors and 818 nurses (according to Article 200m, 
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paragraph 3 of the Law on Health Protection). That measure, if planned and 
implemented carefully, should be realized within the end of 2010; 

- The Ministry of Health should define the conditions of the emergency medical 
help which is a constituent part of the Health Institutions and in that direction, 
what the work of the emergency medical help is and the necessary solutions for 
increasing its efficiency. The current system is comprised of 659 teams with 623 
doctors and 1048 nurses, or 1.716 health workers (the condition on 1.1.2007); 

- It is necessary the Ministry of health to define the conditions with the visiting 
services, to prepare a study of sustainability of the current system and for the 
necessity of making appropriate changes (from legal, economical and medical 
aspect). At the moment, the visiting services are a great expense for the primary 
health care, and in the mean time, it is not quite clear how many and what kind of 
services they produce;  

- The most important measure that should be implemented in a short period of time 
is a complete privatization of the administrative personnel that works in the health 
institutions through developing criteria in the direction of the number of 
administrative workers who will continue their work under the state jurisdiction.  

The offered set of measures has its own political implications. In order to smoothen 
the consequences of those transformation steps, it is necessary to plan and financially 
foresee: 

- social packages for the personnel who willingly resigns form the PHI (example, 
for every year spent as an employee in a health institution should be paid 10.000 
denars of leaving payment and only for those who had been working for 10 or 15 
years; 

- to define stimulation for establishing private companies for cleaners, drivers, 
workmen, etc.; 

- to undertake measures to physically reduce the space in health institutions and 
their alienations through privatization for doing other activities. The excessive 
infrastructure that the current health institutions have costs a lot and is out of 
function at the moment; 

- part of those facilities can be rented, while the other part can be sold or made over 
for the purpose of increasing their efficiency and decreasing the expenses for their 
maintenance.  

According to some assessments, the implementation of those measures could enable 
savings up to 1 billion of denars a year in the primary health care and making additional 
financial means from the privatization from the excessive infrastructure in the health 
institutions.  

8.2.2. Hospital Health Services  
 

Regarding the fact that the recession and delay of part of the planned reforms have 
greatly affected the hospital sector in RM, the second package of measures is 
recommended for adoption and refers to the secondary level, i.e. the hospital level. The 
great expenses made by the hospitals do not correspond to the extent and type of services 
they offer to the population. Thus, rationalization of the health infrastructure is 
recommended in the following direction:  
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- establishing 10 general hospitals, including 3 regional centers (Shtip, Bitola, 
Tetovo) with an organized system of communication between the hospitals. The 
longest period for transport of the patients from the place of residence to the 
hospital should not exceed 1 hour; 

- 5 smaller hospitals (in Kochani, Kavadarci, Kichevo, Struga, Debar) will be 
necessary to be included in the management network of the bigger regional 
hospitals. Thus, the hospital in Kochani should be infrastructurally rationalized 
keeping the most necessary departments in that town, while the rest of the 
operations should be transferred to Shtip;  

- it is preferable the hospitals in Struga, Kichevo and Ohrid to join under the same 
management, with a clearly defined specialization of the operation departments in 
each of those hospitals;  

- it is necessary the personnel to be rationalized and appropriate savings to be made 
in the infrastructure of the objects;  

- the hospital in Demir Hisar should be rationalized and brought under a small 
efficient health center for limited specialized and daily-operational interventions.  
 

The excessive number of personnel that will come out of that organized system shall 
be paid with leaving payments similarly as in the primary health care with 10.000 denars 
for each year spent as an employee and only for the persons who had been working for at 
least 15 years in the corresponding health institutions.  In order to implement those 
measures, a study is necessary to be prepared for each hospital separately, as well as a 
study for maintenance of the regional centers.  

 

8.2.3. Health insurance and financial sustainability  
 
  The present financial stability of the Health Insurance Fund is put under a 

substantial risk. The lowered income of financial means, supplemented with the increased 
number of insured persons, the extensive package of health services, as well as the bulk 
of the newly created private health institutions, increase its expenses.  

The previously commented decision of the Constitutional Court of RM, which 
disables the HIF to sign agreements with the health services providers, has undermined 
the basic foundation of the organization of the social health systems, and that is 
concluding agreements, i.e. the process of concluding agreements between the health 
insurance funds and health services providers (hospitals, specialized ambulances, 
policlinics, doctors, etc.).  

Concluding agreements in practice represents a key mechanism and a main 
instrument through which the health insurance fund could face the asymmetric 
information typical for the health systems. In order to protect itself from stimulating 
excessive number of services and with the aim of guaranteeing their quality and to be 
able to plan the type and extent of services, HIF is forced to sign agreements with health 
services providers as a mechanism of protection. Thus, the Fund achieves number of 
goals, such as: connecting the current financial resources (the budget of the fund) with 
the expected number of health services to be bought. Furthermore, through the 
agreements, the Fund determines the responsibilities and duties on the side of the health 
services providers, thus increasing their accountability and control. In addition, through 
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signing agreements the Fund is able to direct the health service production towards what 
is really important for the beneficiaries.  

In order to achieve those goals, a number of countries in which health systems are 
organized in a social model similarly as in RM, the Funds allow them to do a selective 
signing of agreements with the health services providers. The selective signing of 
agreements increases the power of the buyer of those services in the sense that in that 
way the Fund can reach the lowest price for the best service quality offered on the health 
market. The great buying power that the Fund possesses allows it to get the lowest prices 
for the biggest quality in the negotiating process with the providers. This important 
component in the health care is called strategic purchase of services (goods) through 
negotiation. That element is a constituent part of the Macedonian Law on Health 
Insurance as well. Through the process of strategic purchase, the Fund has the aim of 
realizing the set objectives in the best interest of the insured persons and satisfying their 
health care needs.  

However, with the mentioned decision of the Constitutional Court of RM, the 
Fund does not have the possibility to selectively sign agreements, thus disabling it to be a 
strategic buyer of services, but to be a passive payer of services. Regarding the fact that 
one of the main objectives of the program of the Government of RM is establishing a 
secure, efficient and just health system, where the HIF had to transform itself in a 
strategic buyer of services, the decision of the Constitutional Court has direct 
implications over the manner in which the Government of RM is to achieve the 
determined objectives. The Fund is no longer able to control the entrance of new health 
institutions in the health system for it will be forced to refund the money to everyone that 
claims so irrespective of the place where they obtained the health care services.  

That newly developed conditions shall have long-term consequences on the 
financial stability of the health care system, and in the same time shall question the health 
insurance system in function so far. One of the alternatives that the Government of RM 
could consider is converting the health care system from a social (financed by 
contributions) to a fiscal one (financed by general taxes).  

8.2.4. Basic package of services and participation 
 
The financial sustainability of the health care system is directly connected to 

reduction of the package of basic services. The great financial risk in front of the health 
care system is forcing the Ministry of Health to immediately undertake measures for 
removal of certain services, such as abolishing financial payments for sick-leave and 
maternity leave and their transfer into other sectors, and introducing a new system of 
financial participation as well.  

So far, lots of discussions and disagreements have been conducted about which 
services are supposed to be put on the so called negative list of services. The main 
recommendations referred to the regional experiences, where there is a complete transfer 
of dentistry for persons over 18 years of age to the private sector, abolishing the 
possibility for medical treatments abroad, etc.  

However, the core of these recommendations should be envisaged in defining 
clear criteria about which services could enter on the so called negative list. For example, 
all of the services that are not of vital importance could be taken into account. In other 
words, their removal from the service package must not endanger the lives of the patients.  
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In the part of financial participation, the Ministry of Health should simplify the 
current system through the introduction of a flat participation rate for obtaining services 
in the specialized departments in hospital through payment of a fixed price a day for a 
hospital stay. The Ministry of Health has elaborated several scenarios that should be 
additionally considered and then a corresponding decision should be adopted.  

In case of a possible realization of the most expensive, third scenario, according 
to which patients should pay 200 denars for participation for examination with a doctor-
specialist, and 250 denars for a day spent in a hospital, about 2.7 billions of denars could 
be collected, which is six times more that it currently is. The new system of financial 
participation should foresee protection measures for children up to 18 years of age and 
for vulnerable groups of citizens. The total expenditure for the population, when 
collecting the financial means saved from the new negative list and with the realization of 
the new system of participation, should equal 25-30% of the overall expenditures in the 
health care. Today, the participation of the private expenditure of the population is 
significantly higher than that amount.  

 
8.3. Overall evaluation by the expert on implemented activities for the reporting 

period, with possible recommendations 
 

As a result of the great financial problems and the brain-drain of the highly expert 
medicinal personnel from the public to the private health care, the Ministry of Health in 
the reporting period was orientated towards curing the consequences instead of 
realization of the program objectives.  The negative consequences forced the Ministry of 
Health to react more retroactively which conditioned a decrease of the number of 
initiatives that characterized the Ministry in the last period.  

This was the case in the reaction of the Ministry of Health in respect of the 
mentioned decision of the Constitutional Court of RM.  In order to prevent the 
uncontrolled drainage of patients into the private health care, the Ministry of Health 
recommended that the family doctors should send the patients only to the public health 
institutions. With that proposal, the family doctors should not, on the request of the 
patients, issue a referral for a medical treatment in a private institution because that 
institution does not have an agreement with the Health and Insurance Fund of RM. That 
way, the documentation of the patients would not be complete and the money of the 
patients would not be refunded.  

The expert assessment is that that kind of measure for limiting will not be 
functional and will not be able to stop the patient-drain into the private health care. 
Furthermore, that measure is unjust for the patients, as well as for the family doctors, and 
can result in a number of conflicts. Lastly, that kind of measure represents a risk for 
increasing the mistrust of the citizens in the public health system. There is also a risk the 
family doctors not to follow the obligation to refer the patients to the public health 
institutions, and this will have negative effect over the credibility of the decisions being 
adopted by the Ministry of health.  All of the family doctors are private and their basic 
aim is following the rights and choices of their own patients. With those measures, the 
burden of the problems that has arose after one questionable decision of the 
Constitutional Court of RM, is just transferred to the family doctors.  

Because of that, there is a need the Ministry of Health to find new mechanisms for 
facing the consequences of that decision. However, its main preoccupation in the 
upcoming period should be enhancing the quality of services in the public health care 
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through increasing the efficiency and decreasing the numerous unnecessary expenses that 
are burdening the health care system in RM. 
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9. Agriculture  
 
9.1. Planned and (not) implemented activities in the reporting period  

 
      In the reporting period, the Government of RM adopted the following 

substantial measures and activities in specific areas in agriculture: 
 
 
a) Financial support in subsidies for agriculture  
 
      The Government of RM took the obligation in the period of 2008-2012 to 

provide subsidies for the agriculture in a total amount of 460 millions of euros. Within 
that program, 45 millions of euros were provided for 2008, and 70 millions for 2009. 100 
millions of euros are projected for 2010. That is a great step forward in giving financial 
support to farmers and to companies who do farming. There is where the challenge 
comes from for all of them about finding ways and mechanism for redistribution of those 
financial means. 

 
      According to the information from the Paying Agency, within the end of 2009 

(one month before the deadline for application), 84 percent or 58.8 millions of euros were 
paid out from the projected 70 millions for 2009. Until the closure of this report, no 
information were announced about whether during January 2010 were redistributed the 
rest 11.2 millions of euros or not.   

 
   b) Crediting through the Agricultural Credit Dis count Fund 
   
      The main role in the promotion of the work of the individual farmers, as well 

as the work of small and medium-sized enterprises, which basic activity is processing and 
export of agricultural products, has the Agricultural Credit Discount Fund (ACDF) 
through which they can receive appropriate loans. Depending on the target group of the 
credit users, there are three credit categories. The first one is reserved for loans for the 
primary production, which are granted in total amount of 100.000 euros. Then, loans are 
granted for the procession of agricultural products that are limited to 500.000 euros, 
except for the mill facilities where the limit is up to 200.000 euros. The last category 
refers to loans for businesses that deal with export of agricultural products with a 
maximum amount of 200.000 euros. 

 
      The granting of those loans is being done with the mediation of “NLB 

Tutunska Banka” JSC. Skopje, “Invest Banka” JSC Skopje, “Komercijalna Banka” JSC 
Skopje, “Stopanska Banka” JSC Bitola, “Starter Banka” JSC Kumanovo, “Stopanska 
Banka” JSC Skopje, “Uni Banka” JSC Skopje. The interests of the granted loans equal 4 
percent a year for agricultural products producers and 5 percent for those who deal with 
processing and export of agricultural products. If the loan is granted through a mediation 
of a savings bank, the interest is higher for one percentage score than the previously 
mentioned ones.   
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   c) Land Policy  
 
      The process of granting land and concluding adequate agreements continued 

in 2009 as well. The Ministry of Agriculture, Forestry and Water Economy (MAFWE) is 
the responsible institution for the creation and implementation of that land policy. 
According to the available data, as of January until September 2009, a total of 486 
agreements have been concluded for a total land for use of about 117.388 hectares. The 
control of the agricultural inspection shows that almost half of the agreements are not 
followed, thus the inspectorate submitted 181 proposals for breaking the agreement, with 
a total area of 35.762 hectares or one third of the total land in landholding. It can be 
concluded that a number of oversights and mistakes have been made in concluding these 
agreements, and thus breaking of the bulk of them has been proposed and conducted.  

 
      By that redistribution, the former agricultural combines were given lands for 

use with an area of 87.968 hectares, and for them they signed 98 contracts, while 29.407 
hectares were distributed to 388 users. 

 
      According to the new rules, legal entities who will usurp agricultural land 

shall be fined with 10.000 to 20.000 of euros, and the physical entities with 3.000 to 
6.000 of euros. Fines are as well foreseen for all those who had their contracts terminated, 
however they do not give the land back under the authority of the country.  

 
   d) Enhancing the agricultural structure and the quality of the Macedonian 

agricultural economy  
 
      According to the Program of the Government of RM for the period of 2008-

2012, concentration of the agricultural parcels is necessary to be done, as well as 
modernization of the national agribusiness. Some of the more substantial measures of that 
activity for that period have not been implemented.  

 
      The system for registration of the land parcels had to be enlarged from the 

pilot-municipalities and to be established country-wide. The single registry of the 
agricultural economies is currently being renewed, and in the same time the integration of 
the rest of the registries within MAFWE is also being conducted: The System for 
Identification and Registration of Animals, the Registry of Vine Plantations and the 
System for Identification and Registration of Land Parcels.  

 
The Law on Quality of Agricultural Products has not been adopted yet; however 

its preparation is in an advanced phase.   
 
   e) Enhancing the revenues of the agricultural producers  
 
      The program for financial support of the agriculture for 2009 was published in 

October 2009. It offers financial support to industrial garden crops that are sold to the 
processing facilities, for produced and sold grapes in the registered wine cellars, for 
domestic production in certified national wine cellars, for domestic production of 
certified seeds and seedings, for produced and sold milk in the period from May to 
September 2009 and for bred and sold cattle.  The measures for financial support 
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embrace cattle fattening and chickens in the registered slaughterhouse facilities, for born 
calf through artificial insemination, procured breeding cattle, sheep, goats and pigs, 
produced one-day broilers and eggs-laying hybrids and for procurement of queen bees 
and elevating new areas with honey grass.  The due date for submitting requests for the 
measures from cattle production was 25 October, and for the seedings was 5 November 
2009. The payment of the financial means will be done through the Agency for Financial 
Support in Agriculture and the Rural Development after the end of the procedure. Until 
the closure of this report, there was no available information concerning the realization of 
that activitiy.  

      In the reporting period the pay out to the tobacco producers was conducted. In 
2009, the number of licensed companies for tobacco purchase was increased, which 
started earlier at a request of the tobacco producers. The subsidy of 60 denars a kilogram 
was paid on time. In that part, the direct measures for support (the subsidies) are achieved 
according to the planned dynamics, but the results from the measures for increased 
competitiveness (greater production, lower expenses and better quality and marketing) 
are falling behind and for changes in the so far schemes of production were intensified 
and more profitable. The problems with the purchase of apples and grapes are still 
present.  

      In 2009 the indirect support of the agriculture was not realized (stimulating 
innovations, scientific researches, affiliation of producers and organizing different 
agricultural events). MAFWE did not respond to more than 200 applications and it is not 
known what will happen to the projected financial means for those purposes.   

 
   f) Enhancing the placement and marketing of the agricultural products  
 
   In the function of enhancing the placement and marketing of the agricultural 

products should have been the establishment of appropriate purchase centers and thus 
entering foreign money. However, because of the activity of the economic crisis, the 
Croatian "Agrokor”, probably temporarily restrained itself from more intensive 
investment in establishing such previously planned centers in RM. According to the 
available information, in the reporting period “Agrokor” invested about 500.000 of euros 
only in the wine cellar “Vizba” in Valandovo. 

      The establishment of the Joint Company “Agrilend” for purchase and export 
of agricultural products, in cooperation with the Israeli company “Soli”, had to start work 
in the course of 2008; however until the end of the reporting period that did not happen.  

      With the aim of overcoming the crisis of tomatoes that were not bought out, 
the processing facilities in November, 2009, bought out the excessive consumer tomatoes 
on the market at a price of 3.5 denars a kilogram, and not 6 denars that they pay for the 
industrial tomatoes. The price difference was paid by the country, which as a measure, 
alleviated not only the problem with the buy-out of the tomatoes, but it also alleviated the 
rest of the problems with the placement of the agricultural products that serve as a raw-
material for the processing industry.  

  
g) Strengthening the organizations of the agricultural workers  
 
   In the reporting period as well, there was not done so much about the 

establishment of organizations that should be capable of ensuring a wide scope of 
services for their own members in the direction of enhancing their production 
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technologies, management, raw-materials procurement, packing, sorting, calibrating, 
transport, crediting, providing or using information, doing marketing, etc.   

 
   f) Optimal use and management with the natural resources in an 

ecologically sustainable manner   
 
   There are not available information about the activities in that sphere in the 

reporting period, except for the announcement of the draft Law on Organic Agriculture, 
which first reading passed in the Parliamentary Commission for Agriculture in October 
2009. That Law foresees fines up to 3.000 of euros for manipulations in labeling organic 
products and a prohibition on conducting activities. With those law amendments, RM 
becomes the first country in the region that will regulate the organic production with legal 
solution adapted to the newest European legislation.  

 
   g) Institutional strengthening of the public institutions and increasing the 

quality of the services in the agricultural sector  
 
      In the reporting period there were no information about the realized activities 

in that area.   
 
   h) Integrated policy of rural development  
 
The program for financial support of rural development for 2009 presents 

distribution of budget means of about 7 millions of euros for the realization of 
measurements adopted by the Decree of the Government determining measures for rural 
development and conditions for financing that should be fulfilled by the beneficiaries of 
those financial means if they want to qualify for receiving that kind of support. Besides 
the national program, the IPARD program became prevalent. In the analyzed period, the 
accreditation of the Paying Agency was approved, and more specifically the Agency for 
Financial Support of the Agriculture and Rural Development-AFSAED (which shall 
administrate the measures for direct assistance, i.e. the direct payments). The competition 
for the use of financial means from the IPARD program was announced in December 
2009. It is about financial means of 24 millions of euros and 320.000 of euros. The 
interest about using those means is great. The farmers and companies are intensively 
preparing business plans, however they do have problems in ensuring the necessary 
documentation for application because farmers are still insufficiently informed in that 
direction. The competition for applications for receiving financial support of that program 
ends by 23 February, 2010.  

 
 

9.2. Evaluation of the potential risks from (non)implementation or from 
(non)quality implementation of activities  

 
   In order to make conditions for a functional market-orientated agriculture, the 

policies for agriculture and rural development should be consistently implemented. 
Normatives should be adopted, and implemented practically. Before taking further steps 
on that plan, more serious analysis of the particular activity should be done. For example,  
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the non-realization of the program for indirect support in 2009 shall exist as a 

problem in 2010 and from then on. 
   The non-investment in human capacities, in knowledge, science and in their 

development can, in a longer-term, bring the Macedonian agriculture back despite the 
great financial support of that sector of the Macedonian economy.  

 
9.3. Overall evaluation be the expert on implemented  activities for the reporting 
period, with possible recommendations  

 
   Generally, it can be concluded that in the period from October 2009-January 

2010, there were activities that happened in the agriculture that had no key 
encouragement for progress in that area. The accreditation of the Paying Agency is 
perhaps the most significant activity in that period. 

 
   The observed weaknesses and problems that were mentioned before should be 

used, and be worked upon their overcoming in future. The example with the spontaneous 
production of certain cultures (industrial tomato, grapes, apples) cannot be dealt with 
partially and with the inclusion of the country in the buy-out or with subsidizing because 
farmers will continue to produce products with uncompetitive prices. 
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10. Constraction and Transport 
 

 
10.1. Planned and implemented activities of the Government of RM in the 
reporting period 

 
10.1.1. Construction 

 
The activities of the Government in the area of construction in the monitored 

period were divided into several areas.  
  

a) Roads 
 

Substantial program activities and measures undertaken by the Government of 
RM in the area of construction and maintenance of roads in the monitored period are:  

 
-  In cooperation with the RCRTS (Republic Council on Road Traffic 

Safety) 
 the Government of RM formed a Coordinating Body composed of 11 members 

on the highest level for preparation of an Action Plan for conducting the responsibilities 
from the “National Strategy on Improvement of the Traffic Security on Roads” (2009-
2014); 

- Annual program for construction, reconstruction, maintenance and 
protection of national and regional roads for 2010 in RM was adopted; 

- Annual program for maintenance and protection of national and regional 
roads for 2010 in RM was adopted. The amount of the allocated finances for maintaining 
and protection of the state roads (highways, national and regional), has not been changed 
for 4 years in a row and is more than a modest amount of 970 millions of denars (about 
15.8 millions of euros);   

- The amendments to the Law on Public Roads were enforced, which 
abolish the charge for road tax for vehicles registered outside of RM. Those amendments 
harmonize the Law on Public Roads with the European legislation, i.e. the Directive no. 
1999/62/EC of the European Commission is implemented;  

- The Ministry of Transport and Communications (MTC) announced a call 
in the national and foreign media, by which it is looking for concessionaires for two 
packages of roads in Macedonia-for the prequalification phase. The concession refers to 
the construction, reconstruction, maintenance, pay-toll and use of the roads for a period 
of 35 years; 

-  A rulebook has been adopted for the technical elements for construction 
and reconstruction of the public roads and the objects on the roads; 

- MTC adopted a Decree on Determining the Criteria for Categorization of 
Public Roads and Their Signals; 

- The State Inspectorate for Transport, in the period of November 2009 to 
February 2010, conducted control of the road tax payment for using the highway 
according to the Law on Roads, and for the purpose of establishing order and consistent 
application of the Law and found and fined 101 persons that committed misdemeanors.   
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b) Railway 
 
Within the activities of PE “Macedonian Railways-Infrastructure” several projects 

are in the final phase: 
- Realization of the project for introducing tele-command of the railway 

traffic on the line from Tabanovce to Gevgelija (Corridor 10). This project is expected to 
be officially in use in the course of April 2010. 

-  Elaboration of the main project for the line from Kriva Palanka to the 
border with the Republic of Bulgaria, i.e. the east part of Corridor 8; 

- On the west part of Corridor 8, the draft project is currently being 
elaborated from Kichevo to the border with the Republic of Albania, which should be 
completed within the end of the first half of 2010;  

- The preparation of technical documentation is currently being conducted 
for three new road crossings over the railway Skopje-Tetovo for the purpose of 
improving the security in the railway traffic. 

 
In cooperation with the World Bank, projects for reorganization and 

modernization of PE “Macedonian Railways-Transport” JSC are currently being 
conducted: 

- Introduction of electronic payment of tickets in the road traffic;  
- Procurement of 36 new plato-wagons (the project is in the phase of 

realization, with a deadline to be completed in August 2010); 
- Modernization of four diesel-electric maneuver locomotives (the project is 

in a phase of realization, with a final deadline within April 2010). 
 

c) Spatial and urban planning 
 
 In the direction of improving the work conditions in construction and its 

protection from the unfavorable influence of the world economic crisis, the following 
important measures have been adopted:  

- In the Assembly of RM, a new Law on Construction has been voted; 
- MTC adopted several by-law acts as a result of the Law on Construction, 

which regulate the issuing procedures, i.e. withdrawing the appropriate competencies and 
licenses which come out of the Law on Construction and the amount of remuneration for 
their granting is regulated;  

- In the last months of 2009, MTC offered for sale (in the Macedonian and 
foreign media-“The Financial Times”), several thousands of square meters state-owned 
land, on attractive locations in many towns in RM, for the purpose of building hotels, 
floor parking garages, golf terrains and mini towns. If biddings are successful in the first 
try, and having in mind the deadlines for payment of the money and signing the 
agreements for alienation of land, the first foundation stones can be expected in the 
spring of 2010 at the latest.   

- The project for building apartments in the ownership of RM is 
continuously conducted. Electronic distribution of 102 social apartments has been done, 
located in the suburb Jurija and in the Municipality of Gjorche Petrov in Skopje; 

- The reforms continue in the Real Estate Cadastre Agency for the purpose 
of improving the efficiency in the work and increasing the level of services for the users. 
The Project “Real Estate Cadastre and Registration” is supported by a lending of 10.3 
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millions of euros given by the World Bank. The implementation of the project started in 
2005 and is planned to finish within 31 May 2010. The percentage of the established real 
estate cadastre on the territory of RM, as one of the main objectives of that project, is 
96.22% until January 2010. 

- One of the most substantial problems, which mainly affected the 
efficiency of the work of REC, i.e. of its departments, was the number of unsolved 
subjects. The current condition of unsolved 2.862 subjects is no longer considered as a 
serious problem and disadvantage in the work of the REC;  

- The Swedish Agency for International Cooperation continued the support 
of REC in the following period of 3 years in the realization of the Project "Strengthening 
the Capacities of REC in the implementation of the Strategic Plan of REC 2009-2013", 
financed with the amount of 2.6 millions of euros. The implementation of the project 
started on 1 November 2009; 

- The procurement of IT equipment was conducted, as well as a complete 
renovating and equipping of the training center of REC; 
 - REC decreased the costs of cadastre services for the citizens and 
companies in the amount of 10 to 72 percent, of the remunerations for the most 
frequently demanded services for registering real estate in the cadastre for issuing data to 
legal and physical entities. 

 
10.1.2. Transport 

   
 In the reporting period, in the area of transport, the following significant 

activities were realized: 
- In the last three months of 2009, a minimal growth of 0.8% was noticed in 

the number of transported passengers on the airports in RM, while in the cargo transport 
there is an evident fall of 5.6% in comparison to the achieved dimensions in 2008. If one 
compares the total results achieved in both years, there is the conclusion that there is a 
decrease in the number of transported passengers of 8.1%, while the decrease in the cargo 
transport (goods and post) is 13.1%. Destinations the Macedonian citizens most 
frequently travel to are: Vienna (13,8%), Istanbul (13,5%), Budapest (11,2%), Ljubljana 
(10,5%), etc.  

 - The selected company “TAV” from the Republic of Turkey, which shall 
manage the airports in RM for a concession period of 20 years, after several 
prolongations of the start of the investment, has finally announced that as of 1 March 
2010, it shall start the investment. However, according to the announcements, the start of 
the work shall be prolonged for the construction of the new cargo-airport in Shtip.   

 
10.1.3. Telecommunications 

 
 In the area of telecommunications, the following significant activities took 

place in the reporting period:  
- AEC organized a tender for granting approval for use of the radio 

frequencies for UMTS standard (3G) in the mobile telephony and started the analysis of 
the markets for the purpose of providing virtual mobile operators;   

- The operator of the digital televisions fulfilled the conditions from the 
tender documentation, started the commercial work and notices a significant growth on a 
subscriber basis. 
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- Changes of the plan were done for the distribution of the radio frequencies 
in RM in the direction of their harmonization with the European regulative in that area.  

 
 

10.2. What remains to be implemented (not implemented yet or not yet finished) in 
the analyzed period 

 
 More significant, and not implemented or not completed activities in the 

analyzed areas in the reporting period are as follows: 
- Sanctioning of the black spots in the road network was not done according 

to the projected dynamics and in compliance with the National Strategy of RM for 
improving the safety of the road traffic; 

- The deadlines from the Action Plan for Transformation of PE 
“Makedonijapat”, Skopje have been prolonged until the beginning of June 2010. 
According to the preliminary projections, the entire activities had to be done by 1 
September 2009 and the two new joint stock companies had to be entered in the Central 
Register of Macedonia; 

- The start of the Project for Introduction of the Integrated Electronic 
System for pay-toll is falling behind, i.e. modernization and enhancement of the pay-toll 
payment and the payment service (this project, which is realized in cooperation with the 
World Bank and should contribute to the modernization of the system and enhancing the 
efficiency of the activities, according to the program of MTC was supposed to be realized 
in 2007), which among other things, shall contribute to the decrease of corruption as well;  

- The completion of the Project for Introducing Electronic Payment of 
Tickets in the railway passenger traffic has been prolonged.   

  
 

10.3     Evaluation of the potential risks from (non)implementation or from (non) 
quality implementation of activities 

  
 As potential doers, who in the following period would impact on the 

possible risks from the Government reforms and projects in this area, individually or in 
joint activities by several of them, could be: 

- Insufficient public debate and not consulting the Macedonian expert 
public for particular expert questions and projects in the appropriate area; 

- Ambitious plans and short deadlines for the realization of the planned 
activities, which can bring to partial or substandard implementation of the planned 
activities; 

- Restricted financial resources, as well as inappropriate expert capacities in 
certain institutions, which can be the reason that will hamper or affect the realization of 
the planned projects;  

- Falling behind of certain reforms and prolongation of the deadline for 
implementation of the planned activities, which can lead to a halt or delay of the planned 
reforms; 

- Inconsistency in the efforts for conducting reforms and realization of 
certain projects; 

- Resistance towards the institutions where reforms are projected with a 
possible decrease in the number of employed persons;  
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- Political opposing between the Government and the opposition, with a 
possible obstruction of the reforms by the opposition. 

 
 

10.4. Overall evaluation by the expert on implemented activities for the reporting 
period, with possible recommendations 

 
In the past three years construction was progressing, however in 2009 it was 

evident that the global recession would strongly affect that business branch. Construction 
companies almost had no work abroad, but it was in a way compensated with the newly 
opened projects on the national market, where the state appeared as the biggest investor. 

Most of the work of the construction workers on the foreign markets was stopped, 
while on the domestic market the level of investments in the construction projects has 
been decreased, particularly in the construction of buildings (flats and offices). The 
decreased activity can be best seen in the decreased production of the construction 
materials (for example, in the Cement Factory “Usje” in 2009 there was a decrease in the 
sale for 15%, in “Knauf-Radika” for 23%, etc.). According to the managers of the 
business subjects in the area of construction, the economic condition in the third quarter 
of 2009 was evaluated as the most unfavorable so far. The expectations of the 
construction workers for the number of employees in the upcoming period are 
pessimistic. The evaluation for the current situation with orders is the most unfavorable 
so far compared to any quarter from the previous years, and the quantity and quality of 
the mechanization is still unsatisfactory.  In December 2009, 303 approvals were given 
for construction or for 18.5 percent less compared to december 2008, which proves the 
previously mentioned facts. Out of the total amount of issued approvals, 221 are planned 
for building construction objects, 25 for roads and 57 for objects for reconstruction. 
According to the issued approvals for construction, the foreseen value of the objects is 
2.916.326.000 of denars, which is for 19,7 percent less compared to December 2008.  

 As a result of the new legal regulation with which a positive change has 
been done for issuing construction licenses forcing fair competition, the insufficiently 
expert companies and companies with only one employee are disabled to take part in 
tenders.   

However, the Law on Construction has its own disadvantages as well. They refer 
primarily to the provisions of Article 138, which is disputed in front of the Constitutional 
Court of RM. There are serious remarks from the expert engineer public in the view of 
naming the Chamber (Article 102). For the purpose of avoiding such disadvantages, in 
future, the experiences of the expert associations should be consulted and used.    

Realizing the disadvantages of the non application of the recommended measures 
by the "National Strategy of RM for Promoting Safety in the Road Traffic", as well as the 
unfavorable conditions of the safety in the road traffic (the data are identical as in 2008:  
15.000 car accidents, 1.000 badly hurt and 160 deceased persons), And for the purpose of 
changing those conditions in traffic safety, the Government of RM adopted a decision 
and established a Coordinating Body which tasks is to prepare Action Plan for 
Realization of the National Strategy (deadline: March 2010), to monitor its 
implementation and to submit quarterly reports to the Government of RM for the realized 
activities. 

The transport policy of one country is a complex problem which affects many 
areas of social living, has a wide approach and enables undertaking a wide range of 



 

66 
 

measures in many areas of its improvement. After the periods of insufficient investment 
in the transport infrastructure, RM is in a period when it has to do it, according to the 
defined global transport policy. At the same time, RM as a continental country, it is 
required to develop its roads and railways, as well as to pay attention to the development 
of integrated transport systems, which shall contribute to the improvement of services 
and the mobility of the population. 

 The inexistence of quality and completely established SUP, and within it a 
sub-system for managing roads, should seriously alarm the country for it will result in 
inadequate managing and allocating modest financial means (about 15,8 millions of 
euros), for maintaining and protection of public roads (highways, national and regional), 
which in RM is a chronic condition throughout the whole period of transition. The 
intended amount for that purpose, according to some calculations, even in 2002 should 
have been doubled. With the continuous aging and amortization of the road network, as 
well as with the increase of its areas (by constructing new roads), the allocated financial 
means cannot satisfy even the minimal needs. A radical turnover is necessary in the 
manner of managing and maintaining the roads in RM regarding the retrograde strategy 
so far. Because of its highs cost, the roads are subject of multi-criteria analysis, and the 
adoption of expert decisions for construction and maintaining roads is done on the basis 
of a permanent monitoring of their condition, as well as establishing a data bank about 
them.  

 A tender for concessions was organized on the basis of the prepared study 
by consulting firms. The tender was organized for two concessions: East (177,5 km long 
and West (196 km long), with deadline for construction of 8 years and time period for 
concession of 35 years. According to some calculations, the concessionary for 
construction of those roads shall invest about 1 billions of euros, and an income of about 
2,3 billions of euros is expected. The future concessionary, besides the pay-toll charge, 
shall benefit on a number of basis, such as: remuneration for excessive road use, part-
time transport and remuneration of damage done on the road or on the objects on the 
road. The cost of the pay-toll shall be jointly determined by the Government of RM and 
the concessionary, and the Government of RM can pay reimburse to the concessionary 
for maintaining the socially accepted price. 

 The construction of roads with concessions, because of its benefits, looks 
excellent in theory (dismantling state monopolies as a primary objective and giving 
budgetary means as a secondary objective, which shall be later used by the country for 
other projects), however it has numerous disadvantages, which can be seen in the 
examples in different countries in the world (USA, Spain, Mexico, the countries in South 
America and the Republic of Serbia), and what they have in common are the manifested 
problems that follow: extremely smaller assessments of the traffic density, significantly 
increased expenses, request of additional guarantees from the countries, changing 
agreements and their non-fulfillment, which in the end is followed by mediators, and then 
international arbitrage courts as well.   

In the railway, the realization of the project for introducing the Tele-command of 
the traffic on the Corridor 10 is in the final phase, which shall increase the level of traffic 
safety, and the capacity of the railway line from Tabanovce to Gevgelija will be 
increased. In PE “MR-Infrastructure”, besides the already completed and operating four 
completely automated road crossings on the railway line Skopje-Tetovo, the preparation 
of technical documentation is in progress for three more road crossings which shall bring 
the safety of the railway traffic at the level of the European standards. All of the noted 
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activities are in the function of improving the railway system, i.e. increasing the 
efficiency, improving safety, decreasing expenses and enhancing the services that the 
railway gives to the users.  

However, the expert evaluation is that the actual required investments in the 
railway are several times greater than the current ones, if we want to keep track with the 
development that is present in the European railways, as well as to follow the needs of 
the users of the services (it is about classical railway lines for a speed of 160 km/h).   

After the dynamic increase in the airline traffic in 2007 and the more moderate 
one in 2008, the impact from the economic recession and in a way the influence of the 
termination of the activities of the national airline transporter “MAT”, has caused a fall in 
the airline traffic in 2009.  559.519 passengers were transported form the “Alexander the 
Great" Airport in Skopje, which is a decrease of 8,1% compared to 2008. Besides the 
already mentioned reasons, that was influenced by the visa barrier for the Macedonian 
citizens and the ticket prices. However, after abolishing the visas, it was obvious that the 
mobility of the population is greatly affected (if not solely) by the ticket prices (for 
example, a return ticket on the relation Skopje-Paris-Skopje costs 300 of euros, while the 
same ticket for the relation: Prishtina-Paris-Prishtina costs only 95 euros). 

For the offered state land for sale, it can be said that the manner in which it is 
done is transparent (in contrast to the past times when the sale was done in ‘four eyes’), 
with addvertisements in the national and foreign well known media. Within that land, the 
land of the former military barracks is also for sale in many towns (Strumica, Gevgelija, 
Debar and “Ilinden” in Skopje, which have been recently given on disposal to the 
municipalities), which are on attractive locations in towns. On all of the locations, 
building of mini towns is foreseen, as well as complex of apartment and office buildings, 
educational and public institutions, sport terrains, etc. 

The only remark can be put about the fact that the addvertiement for sale is not 
supported by urban plans (they have not been completed, i.e. shall follow additionally), 
as well as the lack of calculations how much money the country will get if the land 
parcels are sold at least in the determined price at the bidding. 

 It is understandable that the undertaken reforms, as well as the realization of the 
planned projects is not possible to be on-time and completely finished everywhere 
because of a number of reasons, and one of the most important is the quality and capacity 
of the state institutions. Detection of the weaknesses and their adequate and forehanded 
removal can be a step in the right direction.  
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SUMMARY 
 
The action of the Government of RM in the reporting period was generally under a 

constant pressure of two factors: The world economic crisis and the international status of 
RM concerning the (non) solution of the problem with the name issue. 

The economic subjects were mostly burdened with the activity of the world 
economic crisis and the recession which started more intensively to be manifested in 
different spheres of living and acting in the country. The worsened solvency of the 
enterprises, their decreased gain, the budget problems and the decreasing production are the 
main characteristics of the conditions in the economy in that period. However, on the basis 
of the concluded indicators for the achievements in the Macedonian economy in 2009 it can 
be concluded that in the previous year it functioned relatively less injured in comparison 
with the bulk of the countries in Europe. It is an optimistic announcement of the gradual 
drawing of the economy out of the recession phase during 2010. 

At the same time, the activities of almost all of the institutions of the Government in 
the analyzed period was under a great internal and external pressure for overcoming the 
problem with the name issue of our country that has been imposed by the Republic of 
Greece. That problem has a continuing effect in relation to the (non) receiving the date for 
negotiations of the Republic of Macedonia with the EU for its membership in that very 
important international community, as well as the membership of the Republic of Macedonia 
in the NATO alliance, with continuing consequences on the rest of the spheres of the social-
economic development of the country.  

All that together had strong repercussions on the scale and dynamics of the 
realization of the planned program activities of the Government of RM. However, it can be 
generally concluded that the bulk of them are realized in the same, not decreased pace, 
although their effects are not manifested in the desired dimensions because of the mentioned 
reasons.     

The planned activities and measures of the Government of RM and the rest state 
institutions in the domain of the financial policy in the reporting period were realized. That 
contributed to the increase of the level of economic freedom in the country, which gained an 
international affirmation as well. In normal conditions of economic activity, it would 
certainly result in substantial positive changes in the economy. However, the further 
presence of the economic crisis and recession in the Macedonian economy hampered the 
achievement of such results. 

On the other hand, the further presence of the dissonancy can be noticed between the 
fiscal and monetary policy in taking measures for facing the crisis. The result of that is the 
decreased solvency of the enterprises and their inability to face the growing problems that 
come out from the recession. That imposes the need for a future synchronized activity of 
those two policies, which shall condition for a more raping drawing of the Macedonian 
economy out of the recession phase. 

Of course, there are numerous risks and threats on that path. The pace in which 
the main foreign-trade partners of RM shall draw out of the recession, (non) receiving a 
date for negotiations for EU membership and (not) entering of the Republic of 
Macedonia in the NATO alliance are among the more substantial ones.   

The improved business climate in the country had to create conditions for a more 
productive activity for the economic subjects and increasing their competitiveness on the 
foreign markets. However, the still present world economic crisis, the recession in the 
Republic of Macedonia and the great problems that its biggest foreign-trade partners face, 
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conditioned for the achieved results in the foreign-trade plan to be significantly smaller 
than the expected ones. The result of that is the significant decrease in the foreign trade of 
the Republic of Macedonia. It is noticeable that even after the end of the economic crisis; 
the Macedonian economy shall continue facing the problems in the foreign-trade sector. 
They are mainly the result of the inadequate structuring of the Macedonian economy. On 
one hand, it is strongly import-dependant from all aspects. On the other, the national 
economy is not sufficiently export-structured. Those weaknesses determine the possible 
and required future directions of action of the competent institutions of the Republic of 
Macedonia on that plan.   

In the reporting period, several planned, as well as not planned activities of the 
Government of RM were conducted in the areas of trade, industry and investments. 
They were primarily directed towards improvement of the business climate in the country 
and creating conditions for increasing the competitiveness of the national producers, as 
well as promoting the investment possibilities in the country. Besides that, the assessment 
is that in the course of 2009, which means in the reporting period, the bulk of those 
activities were very little successful, and some of them were not successful at all. The 
basic reasons that lead towards that conclusion are among the activities of the world 
economic crisis which had an appropriate effect in the recession in the Macedonian 
economy. In addition, the inherited inappropriate structuring of the national economy was 
a serious restraining factor for achieving more substantial results in those areas. Because 
of that, in the upcoming period it will be necessary to act in the same pace in the direction 
of realization of the program and other activities, which at the given moment may seem 
necessary, with the aim of hampering new strikes on the economy on one hand, and on 
the other, its enabling to gradually draw out of the recession phase and taking it on a 
more prosperous phase of its development. It seems that the biggest challenge on that 
path shall be the direction and manner of further action of the fiscal and monetary policy, 
as well as the possible consequences of (non) receiving the date for negotiations of the 
Republic of Macedonia for its membership in the EU, and (non) receiving an invitation 
for its membership in the NATO alliance. 

 In the reporting period the realization of the program commitments of the 
Government of RM continued for implementing the activities in the field of justice and 
internal affairs. The cycle of adapting the bulk of the Macedonian to the European 
legislation was completed.  

The late implementation of the Law on Juvenile Justice is moving with the 
establishment of the State Council for Prevention from Juvenile Delinquency. The Law 
on Police is intensively implemented in practice. The Law on Internal Affairs has been 
adopted, which introduces the career and merit system.  

         The reform of the penitentiary system with the aim of improving the 
conditions of the penitentiary institutions and more efficient conducting of sanctions is 
still not at a satisfactory level, although it can be concluded that it is hampered by the 
lack of financial means. 

With the aim of elevating the level of public and state security, especially for 
preventing the violent forms of organized crime, in the upcoming period more work 
should be done for renewing the work of the police officers in the monitored and 
patrolled area. The analysis of the conditions in the reporting period emphasizes the need 
for enlargement of the capacities of the information-technological system for issuing 
personal identity cards to the citizens of the Republic of Macedonia. 
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In the area of foreign policy, the previous period was quite dynamic. The 
diplomatic activity of the Government, ministries, diplomatic-consular representations in 
the Republic of Macedonia were strengthened in the direction of promotion and 
achievement of the interests of the country.  The priorities that the Government of RM set 
for 2009 regarding the European agenda were mainly fulfilled and a political dialogue 
and consensus was demonstrated regarding the euro-integrations of the Republic of 
Macedonia. According to these indicators, it can be concluded that the country in the 
course of the previous year achieved progress in the realization of the set objectives at the 
beginning of the year. Of course, there are big risks, challenges, as well as disadvantages 
which are mostly shown in the preparedness and the capacity of the Macedonian 
administration.  

In the area of NATO integrations, it is positive that RM, although not given a 
membership invitation, still continues with reforms in the sector of defense, participates 
in NATO missions and is modernizing itself in a quick pace. In the reporting period, the 
Republic of Macedonia, after the successful completion of the 10th cycle, started the 11th 
cycle of the Action Plan for membership in NATO. 

A big factor for the Republic of Macedonia, as previously mentioned, is the non-
receiving a membership invitation for NATO and the start of the negotiations with the 
EU. That factor affects the overall situation in Macedonia, both on the political, security 
and even more on the economic plan. Steps regarding the overcoming of these obstacles 
and risks are recommended to be done, and also to pay greater attention to deepening and 
implementation of the determined reforms. 

In the previous period of analysis and monitoring in the area of education, the 
scope of analyzed events did not embrace many activities.  However, it can be said that 
those that were included did mark this area in the analyzed three months. 

What can be noticed as a progress and that was mentioned in the previous report 
was supplying the students with free of charge school books. In the secondary schools, 
where students studied form scripts, things started moving in the right direction. 

The increase in the budget for the needs of education and science is substantial 
because by financing the projects, the long period of absence of finances in this area shall 
be terminated.  With these stimulations, RM shall encourage the scientific thought and 
the possibility science to contribute to the development of the country. It is necessary 
more time and resources to be paid to the popularization and support of the scientific 
area. The additional resources and the reallocation of part of the budget for science shall 
contribute for the education not to be closed in the margins of the universities, but to be 
generally accepted and to contribute to the overall progress of the country. The projects 
in which scientific workers compete with ideas and programs encourage competition, and 
thus the quality of the scientific personnel. This project should be in the function of equal 
development of universities and institutions in the country, as well as in the function of 
support of the competition.  

The fundamental and current specifications of the policies on the labor market, 
the pension insurance and social protection are the main reasons for a continuous conduct 
of numerous program and additional activities in the social policy and appropriate 
measures are undertaken. Some of them give evidently better results, however there are 
also certain activities that are fully realized in compliance with the projections.  

The high unemployment rate (about 32 percent) is still the most serious problem 
that the Government of the Republic of Macedonia is facing. Certain justification for that 
condition, at this time, can be the contra-cyclical movement of the number of 
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unemployed persons (usually when the economy comes out of the recession, the 
unemployment is increasing or is not decreasing). The problem of non-accuracy of the 
data for the number of unemployed persons that are presented by the competent state 
institutions is still noticeable.   

In the pension and disability insurance, in the analyzed period, the trend of 
improving the conditions for fully funded pension insurance continued. At the same time, 
certain measures were taken for protecting and improving the social status of the 
pensioners. In the domain of social protection, certain program strategic documents and 
legal solutions were adopted in the appropriate area. The operational activities 
determined by them, are expected to be realized in the upcoming period.  

The problem with the capacity of the administration and the restraints of the 
financial resources, as well as the insufficient coordination between institutions show that 
they shall still be the main challenges for the Government of RM in the realization of the 
activities in the area of social policy. 

The recession that embraced the Republic of Macedonia had especially negative 
effects on the health system in the country. It is emphasized in the possibility the health 
system to face financial problems as a result of the decreased budget of the Health 
Insurance Fund (HIF) on one hand, and the increase in the number of insured persons, 
decreased transfers from the budget and appropriately increase in the number of health 
services on the other. That caused the need for a more careful planning of the investments 
in health that represent additional financial expense, and that do not have clear profiling 
of the type and scope of services offered to the population. At the same time, the 
acceleration of the process of autonomy of the general hospitals is needes, which aim is 
to transfer the principles of corporative and entrepreneur behavior in the work which is 
typical for the private sector in the public health, through which better conditions for 
work and greater competitiveness would be created for the public and the private health 
care. The need for finalizing the plan for development of the hospital system in RM is 
still present, which together with other measures that were offered in the report for the 
previously analyzed period are necessary to be undertaken with the aim of stabilizing the 
conditions in health.  

 The most important activity in the reporting period in the area of agriculture  was 
the accreditation of the Paying Agency, which is expected in the upcoming period to give 
great support to the farmers in the use of financial means offered by the budget, loans or 
other types of means from the pre-accession IPARD funds. Moreover, the strengthened 
activities and measures were noticeable for improving the financial condition of the 
farmers through increasing the scope of subsidies from the state budget and from the 
credit supplies granted by the corresponding government agencies. In that direction, the 
activity of the on-time buy-out and the payment of the tobacco from the 2009 harvest was 
positive.  

General expert assessment is that in order to have conditions for a functional market 
orientated agriculture, the policies for agricultural and rural development should be 
consistently implemented. The rules should be adopted and implemented in practice as 
well. Before taking further steps on that plan, it is necessary a more serious analysis to be 
done on the particular activity. Besides the direct financing of the agriculture, investment 
is necessary in human capacities, knowledge, science and in their development. The 
absence of that approach can turn into a serious threat and in a longer term to get the 
Macedonian agriculture back besides the great financial support of that sector from the 
Macedonian economy. 
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The continuation of the implementation of the programmed measures and 
activities in the area of construction and transport is noticeable in this reporting period 
as well. The realization of certain previously started project continued or the realization 
of new ones started in different domains of this area of economy. On the other hand, 
because of various reasons, some of the projects are not realized fully, or are realized late 
in respect to the previously determined dynamics. That was mostly affected by the global 
economic crisis and the national recession. The construction companies almost did not 
have work abroad. It was, in some part, compensated with the newly opened projects on 
the domestic market, where the country was the biggest investor. In addition, 
significantly weaker results can be noticed in the area of transport in respect to the 
previous period, which is mostly a result of the decreased range of means for investment 
in that area and of the strength of the recession that was affecting the payment ability of 
the economic subjects using the transport services.  

It can be evaluated that the area of construction and transport shall be exposed to 
numerous risks in the upcoming period. Having in mind its importance as a locomotive of 
the total economic growth of the country, the need is imposed in the upcoming period for 
the competent institutions to undertake further measures for encouraging this extremely 
important area in the national economy.  

 
Thus, the Government of RM in the reporting period as well undertook and 

conducted numerous measures and activities that are part of its program for work. Some 
of them were completely realized, some of them are started, and the rest are late in their 
realization. Regarding the strength of the activity of the world economic crisis and the 
recession in the Republic of Macedonia, it can be said that it is understandable that the 
undertaking and realization of the planned projects is not possible to be constantly on-
time and complete. Besides the objective, there are also subjective reasons for that. Some 
of them can be located in the insufficient quality of the reforms and the insufficient 
capacity of part of the state institutions. Those are the main areas that should be paid 
attention to in the future with the aim of finding out the weaknesses and their adequate 
and on-time removal. The same aim is within the numerous recommendations given in 
this report. 
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