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3. Trade, industrial and investment policy

One of the five strategic priorities of the Goveemh of the Republic of
Macedonia in its current mandate period is raidimg economic growth, enhancing
competitiveness of the national economic subjemtbjeving greater employment rate,
and raising the standard and quality of living ok tcitizens of the Republic of
Macedonia. This priority started to be practicatialized in the first year of the
implementation of the Program of the GovernmerthefRepublic of Macedonia for the
period of 2008-2012. However, in the second yedhefimplementation of that Program,
the Government of the Republic of Macedonia fasibas and sometimes impassable
problems in the realization of the determined dipjes. Understandable, the most
serious reasons for that are the world economsiscand the penetration of the national
economy in the recession zone. This means thaadtiaties of the Government of the
Republic of Macedonia, in this reporting periodvesll, were mostly directed towards
soothing the effects of the crisis and making é¢$féo draw the national economy out of
it less injured. In that direction, the programmeeéasures and activities have been
taken, as well as certain emergency ones, that sigrposed to act in the direction of
enhancement of the business climate in the courang also for decreasing the
consequences of the crisis which were stronglyared 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 realization of the planned soeaes and activities in the
already mentioned areas is on the part of the Minisf Economy. The dynamics and
significance of the realization of the greatesttpme contained in the Program for
Activities of that Ministry in 2009. From the preded data in the report for its work in
2009 can be concluded that the greatest part opribgrammed activities in the subject
areas has been realized. Most of them were realitaéch the end of October, 2009. Part
of them was realized during the reporting periadpag which, of particular importance
are the following:

- In December 2009, the first draft version of theafétgy for Promotion of the
Energetic Efficiency was presented. In it, possiblays for increasing
energetic efficiency were presented, which is gdimdpe in function of the
further rational use of the poor energy generasiogrcesn the Republic of
Macedonia;



The Strategy for Geological Researches was brawogtte final phase and its
aim is rational and sustained exploitation of theeral raw materials in the
Republic of Macedonia;

In December 2009, the Government of the Republidatedonia adopted the
Strategy for Implementation of the Legislation fbe Appropriate Horizontal
Organizations (standardization, accreditation, ategy and monitoring of
the market), which main objective is harmonizatdrthe national legislation
with the one of the EU in the specified areas, Whidll increase the quality
and competitiveness of the Macedonian productseaEuropean markets, but
also the necessary quality of the EU products wldoh launched at the
Macedonian market;

The realization of the Competitiveness, Entreprestgp, Innovativeness and
Industry Project was started. Its basic concephsuring greater services for
realizing business development through capacitidimg of national service
providers and greater promotion and implementatérthe principles of
entrepreneurship-learning at all levels of educatwhich should act in the
direction of increasing competitiveness of the Mbxean economy,
increasing its growth rate, thus decreasing themph@yment rate in the
country;

The final activities were completed for realizatiof numerous subsidizing
programs for encouraging the competitiveness ofMiagedonian products,
tourism, textile industry, consumer protection, sofiectors, etc.;

With the same pace as in the previous period, enréiporting period as well,
promotion of the Macedonian economy at home andaabwas conducted in
different ways (campaigns, leaflets, internatiorialrs and conferences,
forums, workshops, guides, etc.). Moreover, the leas® was put on the
promotion of the export of Macedonian products ahtburist and investment
potentials of the country;

The realization of the Project for Reform of thesBwess Environment and
Investment Strengthening-BERIS continued, which weasalized in
cooperation with The World Bank. Its successful lengentation was one of
the more significant reasons for the high rankinfgtioe Republic of
Macedonia in the domain of the economic freedonerdfepreneurs, which
was elaborated in details in the previous two airapt

In order to encourage the national investors toe@se their own investments
in the country and thus have an equal treatmenthasforeign ones, the
Government of the Republic of Macedonia adoptedastbn with which the
national investors have the same investment adgesta the free industrial
areas as well as the foreign investors (profitredief and personal income tax
relief in the first ten years of investment);



- The project for capacity building of the institut® included in the
implementation of the industrial policy was compbtit which was financed
by the IPA program. The aim of the project is @aging the competitiveness
of the national economy based on innovativenessppamtion,
entrepreneurship development, internationalizatibthe economy, etc. The
project is planned to start its realization effeely in the course of 2011.

- At the beginning of January 2010, the Governmentthe Republic of
Macedonia adopted a Program for Development of Eh&epreneurship,
Competitiveness and Innovativeness of Small andibedized Enterprises
in 2010. With it, an amount of 6.4 million denawss allocated from the
budget of the Republic of Macedonia, which will d@écated for the support
of numerous activities listed in the program, arndolw should lead towards
realization of the basic aims of that program;

- In the middle of January 2010, the Government efRiepublic of Macedonia
adopted a Program for Promotion and Support of iSoufor 2010. With that
Program an amount of 9.3 million denars was alketétom the budget of the
Republic of Macedonia which will be distributed tbie support of numerous
activities listed in the program, which should ld¢ad/ards realization of the
basic aims of that program, etc.

Consequently, in the reporting period as well, atensive activity of the
competent institutions was noticed, and especilthe Ministry of Economy, for the
realization of the bulk of the program activitiesdameasures. The realization of the bulk
of them, to a great extend, conditioned for thermupment of the business climate in the
country. However, their practical effects are almossignificant having taken into
account the size of the industry, investments eguktin the course of 2009.

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

The national and foreign investments noticed fgliiliimensions in comparison to
those from the previous year for reasons which veeramented in the previous two
chapters. The trade on the domestic market alsieetbfalling dimensions, which is
again a result from the decreased incomes of tpalpton.

This means that three out of four most importamhgonents which create the
contents and determine the size of the gross damesiduct (personal expenditure,
investment expenditure and foreign trade experalituhich was talked about in the



previous chapter) noticed falling dimensions. Tlagtainly, is a total benchmark for
negative growth rate of the economy in 2009 of &la? percent.

Of course, when determining the reasons for thaswlitons and movements,
one should always have in mind the negative efbé¢he world economic crisis under
which influence was the Macedonian economy dutiegdourse of 2009.

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 mkras well, the bulk of the
planned program activities were realized in theaaktrade, industry and investments.
However, because of the need for taking new measunech were to correspond to the
newly developed (recession) conditions in the engnopart of the planned activities
were not realized or were started, and then pbrtieklized, thus they are left to be
completed in the period to come. Here, primarilg, nefer to:

- Incomplete implementation of the Program for Enegurg Investments in

the Republic of Macedonia (2007-2010);

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

- Realization of the Strategy for Reconstructionhef Textile Industry;

- Realization of the Program for Reconstruction ef 8teel Industry;

- Realization of the Law on Product Security;

- Realization of the Program for Consumer Protediorihe period 2009-2010;

- Adoption of the Law on Small-sized Trade;

- Selection of strategic investors for realization the energetic projects-
Hydroelectric Power Plant (HPL) "Chebren” and HRG&alishte”, specifying
the model for investment in HPL “Boshkov Most”, letaiation of a feasibility
study for hydro energetic usage of the water p@kat the river Vardar (i.e.
Vardar valley);

- Building small hydroelectric power plants, etc.

Those and numerous other projects are componerite drogram for Work of
the Ministry of Economy for 2010, thus the bulk tobm 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 actestis individual and independent
from the current events. However, part of the pdaghactivities will probably not be
realized or they will be partially realized in tperiod to come because of the numerous
restraining factors that the Government of the Ré&pwf Macedonia is going to face. Of
course, the bulk of them are concentrated in treemainty for the future movement of
the economic crisis, and thus from the speed irclvithe Republic of Macedonia is
going to come out of the ongoing recession. Theegfthe dynamics and speed which
will be used by the greatest trading partners ef Republic of Macedonia (Germany,
Russia, Italy, Serbia and Greece) to come outefjtiat difficulties that their economies
face are of great importance, because the sizéeofekport demand of Macedonian
products depends on it, as well the size of theymton, investments, consumption and
(un)employment in the Republic of Macedonia.

Furthermore, a serious threat for the Macedoniam@ny will be the possible
increase of the energy generating soustethe world markets (oil, coal and electricity)
by which import it depends on.

(Non)solution of the problem mentioned severaleSnalready, concerning the
accession of the Republic of Macedonia in the EW IHATO, as well, can be a serious
threat and risk for (non) realization or for pdrta slow realization of the planned
activities in the subject areas.

At home, the most serious threats that economigestsbface in the areas of
industry, trade and investments come from the utmestrictive monetary policy, which
in conditions of recession, strictly restrains tragcess to the bank credits they need for
improving their liquidity and for encouraging theiconomic activity.

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

Taking everything into account, in the reportingipe several planned activities
of the Government of the Republic of Macedonia weseducted, as well as those that
were not planned at all, in the areas of tradeyshg and investments. They, primarily,
were directed towards improving the business ckmiat the country and creating
conditions for increasing the competitiveness gbdf the national producers. Especially
noticeable is the effort being made for the proomtof economic possibilities of the
Macedonian economy with the aim of attracting fgneiinvestments, as well as
encouraging domestic investments.



However, besides that, the evaluation is that endburse of 2009, which means
in the reporting period as well, the bulk of thesgivities were little fruitful, and some of
them were not at all. The basic reasons that leatat conclusion can be found in the
impact of the world economic crisis which culmirchie the middle of 2009 and lasted
until the end of the year. Moreover, the crisimgdia corresponding manifestation in the
recession of the Macedonian economy. Eventualeyjrtherited inadequate structuring of
the national economy was a serious restrainingfdctr the realization of substantial
results in the subject areas. All that togetherttedchieving negative results in the bulk
of the economic indices for the performances instiaged areas.

However, it can be said that, owing to some ofuthdertaken program activities,
and to a great extend to the newly created measnksactivities, the Government of the
Republic of Macedonia managed to sanction a great df the consequences of the
economic crisis and to ensure that the Macedoncamamy draws out of the crisis
relatively less injured in comparison to the pariances in the other countries and with
the expectations for the possible consequencesifrom

However, the world economic crisis is not finishemhd the Republic of
Macedonia is not out of the recession yet. Thismedaat in the course of 2010, the
Government of the Republic of Macedonia is goin@aime numerous challenges, threats
and risks. Therefore, it is required to act in $hene pace in the direction of realizing the
programmed, as well as other activities which,ha given moment, will be considered
necessary, for the purpose of hampering new immactee economy on one side, and on
the other, its enabling for gradual drawing outlef recession phase and taking it on the
more prosperous phase of its development. It seébaisthe greatest challenge on that
road will be the direction and the manners of tteire work of the fiscal and monetary
policy, as well as the possible consequences forom)(eceiving date for the start of
negotiations of the Republic of Macedonia for tHeé Eembership, and (non)receiving
an invitation for membership in the NATalliance. However, on medium and long term,
the authorities should consider taking measures cfaanging the structure of the
Macedonian economy as a precondition for perfornfnther constant positive results
and for protection from possible future shocksdbentry is possible to be exposed to.



