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In the period August-September 2007, the wide front of reform activities was 
mainted by the Government and it continued to implement the goals set by the 
programs. Same as in the entire first year of functioning of the Government of 
Macedonia in its current composition, as well as in this analyzed period, most of its 
program activities in the analyzed areas were realized entirely and with relatively 
quick dynamics.  
 
The activities already started in all sectors have resumed – current projects and in this 
period new activities were derived from the Program for work of the Government of 
the Republic of Macedonia in its mandate period 2006-2010. 
 
By continuing the reforms already in place, the Government of the Republic of 
Macedonia, among other things, has emphasized its determination for their planning. 
The first set of reforms of the Government of the Republic of Macedonia already 
produce the initial results, by ranking the Republic of Macedonia on the 4th place of 
the Doing Business Study of the World Bank. This was especially concerning the 
implementation of tax reforms. 
  
With these measures and activities, as well as with the series of measures and 
activities that the Government of the Republic of Macedonia undertook in the recent 
period, especially in the area of fiscal policy, the economic environment in the 
country has significantly changed and the realization of positive results in the 
economy has started.  
 
However, the overall reforms in the Republic of Macedonia has been significantly 
hurdled and inhibited with the scandalous events in the Parliament of Macedonia (on 
25.09.2007) when there were conflicts between the MPs from DUI, DPA and PDP 
that ended in threats to the politicians and physical attacks on the journalists. These 
unpleasant events happened exactly in the period when political consensus was being 
built for election of the remaining five members of the Judicial Council. 
 
The events that occurred in the Parliament and the attacks on the journalists did not 
provide for good perception on functioning of the democratic system and protection 
of the media freedom, which are the important condition for Euro-Atlantic 
integrations. In the future it is necessary to exclude any possibility for repetition of 
such events and special care must be put on the inviolability of the media freedoms, 
whose independence is the key for functioning of all democratic systems. 
 
The political turbulences that are taking place on the political stage in Macedonia, 
caused by the scandalous events in the Parliament, have caused slowdown of the 
reforms and of the accession process to EU and NATO. These events also caused 
slow down of the Parliament activity so the consideration and adoption of the reforms 
has been postponed for the upcoming period.  
 
In the area of fiscal and monetary policy, the reduced taxes, increased financial 
audits and implementation of the remaining administrative-technical and audit 
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activities of the Public Revenues office (PRO) have resulted in significantly increased 
flow of funds in the Treasury Budget, above the projections.   
 
This enabled smooth realization not only of the programmed activities but also 
undertaking of other activities of the Government of the Republic of Macedonia in the 
various areas of economic policy. In the same time such yields enabled smooth start 
of the significantly serious process of fiscal decentralization in the Republic of 
Macedonia. 
  
All the above, together with the maintained macro-economic stability of the country, 
will enable realization of the planned rate of economic growth of 5-5,5% in 2007 and 
create solid basis to project even more dynamic economic growth in 2008. In order to 
realize such determination it will be necessary for the Government of the Republic of 
Macedonia to pay very serious attention on the present risks which, if not reduced or 
removed, could seriously threaten and even stop the successful realization of the final 
goal: implementation of strong economic reforms accompanied with permanent and 
accelerated economic growth. 
 
In the trade policy the reduction of fees in the institutions for standardization and 
accreditation and the Bureau for Metrology, as well as the subsidies for the farmers 
are to be commended. 
 
In the area of industrial policy there is slow progress in the activities of BERIS1 
Project of the World Bank and the institutional development of industrial policy but 
on the other side there are positive shifts in the cluster mergers as well as in the 
development of SMEs (small and medium sized enterprises) through the incubators, 
which is a good instrument for dialogue on central-local level.  
 
The Government advocates for increased investment cycle in the infrastructure, first 
in the energy and telecommunications sector and in the next year investments are 
expected in the roads infrastructure. 
 
We can summarize in the area of trade, industrial and investment policy that the 
successful set of reforms was successfully focused on the following: introduction of 
flat rate tax; simplification and making cheaper the administrative formalities and 
reduction of the corruption. 
  
In this period, the sectors for financial and pension system have drafted several 
Laws which some of them are already adopted by the Parliament of the Republic of 
Macedonia and entered into force and some of them are in the Government procedure 
and have to be adopted in a very short time period. The Law on Payment Operations 
was adopted and pending in Parliamentary procedure is the Law on Changes and 
Amendments of the Law on Pension and Disability Insurance. Pending in 
Government procedure are the Law on Changes and Amendments of the Law on 
Emission of Bonds of the Republic of Macedonia for Denationalization, Law on 
Changes and Amendments of the Law on State Audit, Law on National Bank of the 
Republic of Macedonia, Law on Changes and Amendments of the Law on Securities, 

                                                 
1 Project: Business Environment Reform And Institutional Strengthening (BERIS)  
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new Law on Investment Funds, etc. All these activities are in the service of 
implementation of reforms to improve the economic situation in the Republic of 
Macedonia. 
 
The Government undertook several steps towards implementation of the foreseen 
activities related to the increase of competitiveness of the Macedonia economy by 
supporting its adaptation to the new Knowledge Economy, which were foreseen in 
the Government Program for 2006-2010.  
 
As one of the most important steps in this direction is the Government decision at the 
end of August – VAT was reduced for computers, computer parts and computer 
software from 18% to 5%. This is significant step towards improved access of the 
citizens and companies to the computers, which are the main tools for the new 
knowledge economy. 
 
The Government institutions also implemented the following activities: reduction of 
the VAT for computers, start of installation of the 100.000 computers procured from 
Haier Company, adoption of the Strategy for IT for the Judiciary in Macedonia, 
implementation of the tender for wireless internet regional licenses, development of 
National Registry for regulations, licenses, permits and approvals.  
 
The main attention in the area of education in this period was focused towards 
finalization of activities related to the new school year in the elementary and 
secondary schools. There were initial successes in the plan for introduction of nine-
year compulsory elementary education and some novelties related to that, foreseen in 
the “Rebirth in 100 Steps” Program and in the Government Program. With regards to 
secondary education, the main challenge was to resolve the problem with passing of 
the state Matura. The educational authorities continue to face the challenge of 
continuation and intensifying of the multi-year efforts to introduce the state Matura as 
internationally accepted mechanism for control and increase of quality in the 
education. The rules according which the state Matura should be passed need to be 
familiar for the students and their parents in the moment of entering in High School, 
and not during the end of the school.  
 
In the area of higher education, there were several important activities but still the 
Law on Higher Education is not adopted which further postpones the deeper reforms 
in this area. The last version of the Law for High School was severely criticized by 
the University professors, whereas the students didn't have chance to see it. The Law 
should not be brought without being viewed the remarks of those which this is meant 
to. 
 
The most neglected area in this period remained to be the scientific research. There 
are no visible steps for faster progress and integration of the Macedonian science into 
the higher education of the European higher education and research area – European 
Credit Transfer System and Knowledge Based Europe.  
 
In the last two months (August and September), regarding monitoring of reforms of 
the Government of the Republic of Macedonia in the area of sports and physical 
culture, having the Agency for Youth and Sports as implementing authority, the 
realization of projects is taking process with full speed and new projects were also 



 

�������
%&  
 

5 5 

started. The construction of sport halls is taking place in accordance with the planned 
dynamics and there is some full realization already – two sporting halls were 
commissioned and put into use which provides additional stimulation in realization. 
Also started is the process of construction of 50 (fifty) football fields all over 
Macedonia. 
 
The changes and amendments of the Law on Sports are in the Parliamentary 
procedure. Draft version of the proposed Program for Development of Sports in the 
Republic of Macedonia in the upcoming five years period has been developed. The 
project for selection of national sports anthem is taking place successfully. 
 
In the area of agriculture and agricultural policy the specific level of progress 
continues in a sense of stimulation of development of the agricultural production and 
support for export of agriculture products by developing strategy for development of 
agriculture, regulation of the ownership title of the land, greater and more transparent 
budget support for the farms, creation of conditions for favorable crediting of the 
agriculture as well as improvement of the conditions for production of biofood. 
Finally, the goal is to have improved infrastructure in the terms of irrigation and 
systems for control of floods. Unfortunately, there is still no progress in the terms of 
adoption of the necessary law and national strategy for agriculture and rural 
development.  
 
The foreign-political priorities have mainly suffered negative impact because of the 
incident in the Parliament of the Republic of Macedonia which also included the 
members of Parliament (MPs) and the media were also attacked. This attack was 
strongly condemned by the EU and NATO. Other important moments in the period in 
the area of foreign affairs is the recognition of the constitutional name of Macedonia 
by Canada – NATO and G8 member country as well as the start of the 62nd General 
Assembly of the United Nations whose member is the former Macedonian Minister of 
Foreign Affairs and Ambassador, Mr.Srgjan Kerim.  
 
In the area of judiciary , the reforms of the judiciary system have continued. Intensive 
activities have started in the new established Academy for Training of judges and 
public prosecutors. The Law for public prosecution still is not brought, so the election 
of the prosecutors will be done in accordance with the old one. The Judiciary Council 
was not yet constitutated.  
 In the area of internal affairs the reforms in police are being implemented in 
accordance with the Law on Police and reforms in the integrated border management. 
The will to cope with the problems is evident as well as the measures undertaken by 
the Ministry of Internal Affairs and the Ministry of Justice and their respective 
organizational units in the area of fight against organized forms of corruptive behavior 
and criminal activities that damage the foundations of any social and economic 
system.  
 
The campaign for free health exams continues, now supplemented with 
mammography and PAP testing. From 1st of September the VAT for drugs has been 
reduced to 13% which in reality means that the reduction for the drugs is around 10%; 
additional reduction of 20% is expected with the announcement of new international 
tender as well as payment of drugs with scale profit margin.  
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In the upcoming period funds will be invested to improve the equipment status of 
hospitals. The sum goes more than five times above the previous investments in the 
health sector (in the last 17 years) and the equipment will be selected on international 
tender. Currently ongoing are the competitions for selection of new steering bodies of 
the healthy institutions that will be recruited from professionals that successfully 
passed the test following the course for managers. The medical map is still being 
tested on the basis of recommendations received from Globesalud. 
 
The Ministry of Health continues the field research for identification of current 
problems for he new concessionaires in the private health institutions. The frequently 
asked questions in relation to privatization are published and constantly updated on 
the website of the Ministry of Health  
 
The main packet of services in stomatology is still being debated and it will be 
published at the beginning of December. 
 
The expert debate regarding the new method of payment in the hospitals, by 
introducing diagnostically related groups (DRGs) is expected to commence in 
October. 
 
In the area of transport and communications, the continued activities of the current 
projects have resumed. Also some new projects have started with implementation. 
The energy and consistency demonstrated by the Government of the Republic of 
Macedonia for introduction of reforms in realization of the planned projects and 
achieving positive results is every evident. 
 
However, beside the determination by the Government, in some projects the activities 
are progressing slowly than the tempo of reforms which the Government implements 
very quickly. On the other side, there are activities taking place in accordance with the 
plan.   
 
Other activities that can be noted as important in the last period are the following. The 
work of the third mobile operator “VIP” has started. This improved the conditions for 
the citizens in the area of mobile telephony. The construction works on the belt road 
around Skopje are being intensified after the main problems related to expropriation 
of the land were resolved. The sales for construction of one thousand social 
apartments in 14 cities have started by laying the foundations in Gjorche Petrov 
(Skopje). The project for reconstruction of bridges on the M-1 highway, section 
Katlanovo-Veles already started with implementation and it is expected that soon it 
will finish. The reforms in the Cadastre, beside the summer holidays, have resumed 
with full speed where the prices for services has been drastically reduced by half 
which will produce greater benefit for the citizens. 
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1.1. Activities implemented in the reporting period 
�
1.1.1. FISCAL POLICY  
�

The main activities of the Government of of the Republic of Macedonia in the 
period October-November 2007 in the area of fiscal policy were mainly in the 
following: 

1) Relaxation (liberalization) of the fiscal policy and introduction of 
significant elements that designate this policy as developmental policy.  

 
The reduced tax rates in the previous period, the incraesed financial audits and 

implementation of other administrative-technical and audit activities by the Public 
Revenues Office – PRO (more about this in the text below) caused significantly 
increased flow of funds in the National Budget compared to what was planned. We 
have tendencies of realization of surplus in the National Budget which, in the present 
phase of development of the Macedonian economy, is unwanted and unplesantly 
threatening pehnomenon. Therefore, the Government of the Republic of Macedonia 
undertook measures that accelerate the spending of one part of this surplus for 
educational, productive and social purposes. It is planned to allocate around 40 
million euros (2,5 billion denars) for different purposes, the most important of which 
are the following: 

·  2 million euros were allocated to buy computers by the students that 
are on the final year of studies in all Universities of the Republic of 
Macedonia. For this purposem, the Government of the Republic of 
Macedonia issued 11.000 vouchers that were given away to the 
students in order to use them to buy computers that will help their IT 
education and training but also for better catching up with the teaching 
programs on the Universities; 

·  The Public Enterprise for City Transport “Skopje” was granted 4,4 
million euros to purchase 45 to 50 modern busses for the public 
transport needs; 

·  6 million euros were allocated for construction of the nothern stand of 
the City Stadium in Skopje; 

·  700.000 euros were allocated for reconstruction and modernization of 
the Zoo Garden in Skopje; 

·  Around 1,2 were allocated for electrification and construction of 
infrastructure necessary for the industrial zone in Bitola; 

·  6 million euros were allocated for stimulation of self-employment of 
the unemployed people (those that want to start with their own 
business); 

·  3,3 million euros are allocated for finalization of the “Boris 
Trajkovski” spots hall; 

·  1 million euros for construction of faecal drainage system in Injikovo; 
·  750.000 euros for the needs of construction of the belt road (ring road) 

around Skopje; 
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·  1,6 million euros for construction of the electricity and computer 
network in the schools in the frames of the “Computer for Every 
Child” project;  

·  Around 5 million euros were allocated for construction of 600 social 
appartments. 

These measures will increase the total cash flow thus increasing the total 
investments, the demand and consumption of goods and services in the 
country as well as the number of employees in the country. 

 
2) During the Reporting period the Public Revenues Office activities for 

collection of the public revenues were intensified which can be summarized as 
follows: 

a) The Large Taxpayers Officepromoted the function “services fro the 
taxpayers” for quick and efficient responding to inquires asked by the taxpayers and 
has improved the electronic system for submission of the tax returns (around 60% of 
the total tax returns submitted in the analyzed period). The Office improved the 
collection of taxes by undertaking activiites for collection of the accumulated tax 
arrears (8,9 million denars in September i.e. 8 million denars in October). It selected 
45 new large taxpayers that will be treated as large taxpaers starting from the 1st of 
January 2008 and it started to implement for the first time “desk audit” of the large 
taxpayers;    

b) The increased direct contacts with the tax payers yielded that the high 
percentage of realization of the VAT refund request happened within the legal 
deadline of 30 days (71,81% in October i.e. 96,21% in November); 

c) The PRO Campaign for fiscalization (installation of cash register machines) 
of the taxpayers, supplemented by increased audits for enforcement of the Law on 
Cash Payments, has resumed with the same tempo. A total of 1.074 such audits were 
realized in the period September-October and a total of 237 decisions were adopted 
for closure of the premises because of non-issuing of cash register receipt when 
selling goods or providing services; 

d) The measures undertaken by the PRO caused improved rate in collection of 
the taxes from companies and citizens. The collected public revenues in October 2007 
were 6,7 billion denars (41,63% more than what was planned for that month) and in 
November 2007 they were 5,1 billion denars (10,84% more than what was planned 
for that month); 

e) Because of further capacity building of the PRO and increase of tis 
efficiency in realization of the tax duties, currently in Parliamentary procedure is the 
Law on Changes and Amendments of the Law on Tax Procedure and the Law on 
Changes and Amendments of the Law Public Revenues Office. In the Government 
procedure presently are the proposals for Law on Registration of Cash Payment and 
the Law on Personal Income Tax.       

3) Pursuant to the proposal by the Committee that evalautes the compliance to 
the legal criteria for transfer of the local self-government units in the second phase of 
fiscal decentralization, additional 9 local self-government units (in addition to the 42 
positively evaluated local self-government units) were allowed to enter the second 
phase of this process. The remaining 34 municipalities and the City of Skopje either 
did not submit request to obtaining license of do not meet entirely the criteria 
necessary to enter the secdon phase of the fiscal decentralization. The evaluation on 
whether the criteria were met and, eventually, the entry of these Local Self-
government Units in the second phase will be done in the upcoming period.  
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The effective start of that decentralization phase was on 1 October 2007. That 
was the day when the transfer of sical competencies from central onto local 
governments started. These competencies are related to financing of the salaries, 
remunerations and other allowances for the employees in the state schools, public 
kindergartens, cultural institutions and other similar public local institutions by using 
the block grants from the National Budget. For the purpose of smooth realization of 
the newly undertaken activities regarding the transfer of these competencies, the 
Ministry of Finance developed Instructions that were distributed to the municipalities. 
Some relevatn Ministries also developed methodologies to determine the amount and 
manner of allocation of the block grants per individual Budget beneficiaries.  

However, the realization of this process faced serious difficulties at the very 
beginning, especially the development of plans and payment of the salaries and other 
remunerations (contributions) to the staff in the schools for September 2007. The 
main reason for this problem was the lack of organization by the Ministry of 
Education and by some of the municipalities that entered the second phase of the 
fiscal decentralization process. However, the weaknesses were quickly resolved and 
the best indicator for that is the smooth payment of the salaries for the schools staff 
for October 2007. 

 
 
1.1.2. Monetary Policy 
 
The implementation of the main goals of the monetary policy resumed during 

the reporting period: 
a) Maintenance of the price stability; 

b) Increased efficiency of the banking system by increasing the audit 
over the banks. 

The main features of the monetary policy in the October-November 2007 
period were the following: 

····  The stability of the prices was maintained. By using the existing 
strategy of fixed exchange rate of the denar (to the euro) and other 
macroeconomic factors, and without making any change in the 
monetary instruments, the inflation rate in the period January-
November reached up to 1,9 %. Greater part of this increase happened 
during the anbalyuzed period of 2007 when the retail prices have 
increased by 4,2 % as a result of the mainly increased prices of some 
of the foodstuff (agriculture products, cooking oil, eggs, milk, breead, 
flour, etc.) and increase of the prices for oil and oil derivates. 

····  The modest reduction of the active interest rates of the banks (interest 
rates on loans) continued. In October they were at the rate of 10 % 
annually. The average interest margin of the banks has maintained on 
the same level as in the previous period of 4, 9 %; 

····  The increased use of bank loans for housing needs has continued in 
the monitored period. This tendency was evident in the entire period 
of 2007. The strongest reason for this increase are the attractive 
interest rates on which these loans are approved (5,5% annually) by 
some of the banks; 
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····  In order to increase the efficiency of the banking system and in accordance 
with the new Law on Banks, the National Bank of the Republic of 
Macedonia adopted many operational decisions which would mean 
harmonization of its supervisory role with the new Law on Banks and the 
supervisory Basle II standards that would increase the security and 
stability of the banking system in the country. 

 
1.2. What remains to be implemented (activities not yet implemented or 
finished) 

The program activities of the Government of the Republic of Macedonia in the 
area of fiscal and monetary policy are being implemented with the dynamics planned. 
This is especially concerning the activities in the fiscal policy where the majority of 
program activities are being realized with quicker dynamics than what was planned so 
the Government of the Republic of Macedonia has started to implement other 
measures that will provide additional reform boost in that area of the macroeconomic 
policy of the country.  

However, the need for inter-agency harmonization of the standpoints 
regarding the content of particular legal acts and other regulations as well as their 
harmonization with the IMF conditionalities, as well as the slowed work of the 
Parliament of the Republic of Macedonia due to inter-party non-agreements for 
particular political issues, has caused that one part of the planned activities was not 
implemented in the foreseen timeframe. This is mainly about the adoption of the Laws 
on National Bank of the Republic of Macedonia; Foreign Exchange Operations; Law 
on PRO; Customs Code; Law on Changes and Amendments of the Law on Tax 
Procedure and the Law on Registration of Cash Payments. All these and some other 
laws that regulate the financial matters are drafted and currently in the procedure of 
adoption in the upcoming short-term period. 

One of the more important and still not implemented activity in the foreseen 
deadline is the postponing of harmonization of the base for payment of the social 
insurance contributions and personal income tax. This process has been postponed for 
2008 and it will be implemented in three phases, starting from 1st of April 2008. 

 
What remains for the upcoming period (by the end of February 2008 at latest) 

is the drafting and adoption (by the Council of the National Bank of the Republic of 
Macedonia) the remaining decisions that will entirely replace with new ones the 
current decisions that regulate the supervisory and audit function of the National Bank 
of the Republic of Macedonia, harmonized with the requirements from the new Law 
on Banks and especially with the auditing Basle II standards. 
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1.3. Evaluation of eventual risks from (non)implementation of particular 
procedure or from low quality implementation 

Against the obvious positive effects that the measures and activities 
undertaken so far by the Government of the Republic of Macedonia will have on the 
economy in the country, in reality there are certain risks that could endanger the 
realization of the programmed goals. These risks are the following: 

a) Increased inflow of public revenues is greater and greater which 
strengthened the already existing tendencies of surplus in the National Budget. 
Furthermore, these tendencies imposed to need to do rebalancing of the National 
Budget of the Republic of Macedonia for 2007 (for the third time this year) in order to 
identify new allocations and spending of this surplus. 

This phenomena of surplus revenues, on the present level of development of 
the country, is unwanted and unpleasantly threatening. It will “suck up” the liquidity 
from the economy, reduce the monetary offer, reduce the investments, reduce the 
consumption (thus reducing the GDP as well), increased unemployment and, finally, 
deflation with all negative aspects it could have on the present level of economic 
development of country. In order to prevent this from happening, the Government 
should resume with activities that are similar to previously undertaken activities that 
will reverse this process: accelerated spending of the appropriate part of the Treasury 
Budget for productive goals; 

b) Beside the increased prices of some goods (oil, petrol, bread, flour, cooking 
oil, milk, etc.) the maintenance of the price stability, as one of the program goals of 
the Government of the Republic of Macedonia, is implemented flawlessly. However, 
this is implemented by using the regime of fixed exchange rate of the denar to the 
euro as intermediary goal of the monetary policy. It is one of the main reasons why 
Macedonia has high foreign trade deficit (on 31 October it was 1.371 billion dollars) 
which is constraining the realization of more significnat rates of increase of the GDP; 

c) Serioes risk in realization of the program activities of the Government of 
the Republic of Macedonia continue to be the high prices of the energy sources (oil 
and electricity from imports). These are risks for which the Government of the 
Republic of Macedonia must identify solutions on how to reduce or mitigate them (if 
they can not be eliminated) in order to avoid the threat on realization of the intensive 
undertakings in the economy planned for 2008; 

d) The process of fiscal decentralization in the Republic of Macedonia has 
started. In the very beginning there were particular organizational and personal 
problems that must be resolved if the intention is to have smooth realization. 

 
In the meantime, the authorities should resolve the main problem that is 

occuring on the road of this process: How to make the fiscal decentralization 
consistent with the fiscal consolidation of the municipalities? In other words, the 
municipalities, on average, should be sufficiently strong and financially capoable to 
manigest that they are better than the central Government in realization of the local 
needs. However, in this moment there are numerous horisontal and vertical fiscal 
differencies between the municipalities that could turn in the future into main hurdle 
for finalization of the fiscal decentralization process in the Republic of Macedonia. 
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1.4.  General evaluation by the expert for the reporting period 

The measures and activities planned in the area of monetary and fiscal policy 
were entirely realized in the reporting period. Furthermore, in this period the 
Government of the Republic of Macedonia adopted specific measures that were not 
planned but conditions from the current economic situations and tendencies in the 
country, especially in the area of fiscal policy, that will result in further improvement 
in the work of the economic entities.  

With these measures and activities the economic environment in the country 
has significantly changed. This was presented to the world in the “Doing Business” 
Report by the World Bank which ranks Macedonia on the 75th position in the world 
(which is improved of 21 positions compared to the ranking in 2006) in conditions 
established for doing business for the companies. 

There is no doubt that the implemented measures and activities will yield 
increased GDP for 2007 by 5-5,5%. On this path the Government of the Republic of 
Macedonia will face numerous risks that would have to resolve them. In this regard 
the greatest danger is the increased flow of revenues in the National Budget and 
creation of Budget surplus which could be a negative thing in the existing phase of 
development of the Macedonian Economy.  
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2.1. Activities implemented in the reporting period 
 
The implementation of the Program for Stimulation of Investments in the Republic of 
Macedonia for the period 2007-2010 has started. This means move from the 
preparatory part – development and strategies and documents towards operational 
realization and implementation of, for example, the program matrix of the Program 
for Stimulation of Investments. In this direction, the Government is encouraged to 
regularly monitor the implementation and realization of the deadlines in the program 
matrix.  
 
The CEFTA Summit was held in Skopje and Bosnia and Herzegovina joined CEFTA. 
The Government is increasing the subsidies for agricultural products. In the area of 
non-tariff barriers, the Accreditation Institution was welcomed as a member to the 
European Accreditation on 20 November 2007.  
 
In the area of strategic documents (see the matrix) a coordinative body was established 
that summarize the measures realized by all institutions included in the program for 
implementation and this body is about to develop a Report. Also adopted were 
changes and amendments of the Law on Technological-Industrial Development zones 
in order to harmonize with the EU Directives. The Preaccession economic program 
PEP 2008-2010.  
 
Regarding development of industrial policy and practical implementation of the World 
Bank BERIS Project, it was slowed down. The study for measurement of competition 
indicators of the Macedonian industry/economy is planned for the first quarter of 2008 
(instead at the end of 2007 as it was initially planned) and the development of strategy 
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for industrial policy will happen by the middle of 2008. Positive step is the selection 
of consultant that will develop the strategy.  
 
Consultant was selected for development of Action Plan for adoption of measures for 
restructuring of the textile industry – gradual departure from the loan work and 
increased production of branded products as well as further economic development of 
this industry. It seems that the cluster, as an instrument to increase the competition of 
the Macedonian economy is taking roots from the bottom-up i.e. from the companies. 
Special success is the wine cluster that participated and secured EU funds upon their 
project application they submitted. On 5 December there was Regional Conference for 
Cluster Regional Networking, following the initiative by the Ministry of Economy in 
Skopje. There were four countries that participated. Also adopted and presented was 
the Tourism Strategy.  
 
In the area of reduction of transaction costs, the Sector for Economic Policy and 
Regulatory Reforms has finished the second phase of the regulatory guillotine and by 
the end of this year it is expected that the Government will establish Unique 
Electronic Register of Regulations (EEEP) following proposal by this Sector 
(although this was announced for September). By the end of 2007 the expectations 
are that the evaluation of the RIA Regulation impact will be adopted. 
 
In the area of improvement of investment climate, a Coordinative Body for Social 
Responsibility of the Companies (OOP) has been established in the frames of the 
Economic and Social Council, in accordance with the Action Plan of the Program for 
Stimulation of Investments 2007-2010. The activities of this body are supposed to end 
by May 2008. Five economic promoters will be sent abroad by the end of 2007.  
 
In the area of small and medium sized enterprises (SMEs) the innovation liaison 
center is financed partially from the European Commission and partially from the 
Program for Small and Medium Sized Enterprises of the Republic of Macedonia. It 
will be managed by consortium consisted of the Rector of “Sv.Kiril and Metodij” 
University, Chamber of Commerce, Agency for Support of Entrepreneurship of the 
Republic of Macedonia and other institutions. This is very interesting manner to 
organize the work where the expectations are that the accountability and ownership of 
the Government will increase, as opposed to the donors, because some of the funds 
were invested from the National Budget of the Republic of Macedonia and the 
management part is left on the beneficiaries (the Chamber, the University). 
 
The Agency for Support of Entrepreneurship of the Republic of Macedonia continues 
with the voucher system and with the active employment program. A total of 500 
business plans were selected that will be awarded with 2.000 euros, in cooperation 
with the Employment Agency. Currently in preparation is the Conference on the 
opportunities to use the CIP Program.  
 
Funds were approved to 34 companies for ISO and HACAP certification through the 
Program for improvement of the competitiveness of the products and services. Funds 
were also approved for promotional materials and for best design of a product.  
 
Currently in the pipeline is approving of funds for Internet connection, evaluation of 
the requests and their approval. 
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In the area of stimulation of investments, Macedonia became member of the EURECA 
Program in 2007 which created conditions for the economic entities to apply with 
innovative projects in cooperation with member countries of EURECA. Positive fact 
is that, according to SEF, Macedonia is ranked in a group of countries whose 
competition in the economy is moved from the threat to the efficiency, contrary to the 
last years’ ranking in a group of countries that are competitive with the basic 
preconditions. Worth to be commended are the initiatives for vouchers for the students 
and the campaign to increase the awareness about the value of the knowledge.  
 
 
2.2. What remains to be implemented (not yet implemented or not yet finished) 
 
Regarding all these documents, it is a must that they are accessible to everyone 
interested (internet), even in draft versions. It should not be a problem to put the latest 
version at the end of the day on the internet.  
 
It remains to see the ex post implementation of the actions plans of the programs.  
 
It is expected that the business will undertake the role of initiators and creators of 
functioning of the markets within the rules that will be set by the Government. In this 
direction, it is necessary to commend the success achieved by the wine cluster that 
managed to secure EU funds for their projects. 
 
In order to have efficient market economy is especially important to reduce the level 
of corruption and bureaucracy and further fight against these phenomena is expected 
to continue.  
 
2.3. Evaluation of potencial risk from (non)implementation of particular 
procedure or from non-quality implementation  
 
 
The partnership relation towards the business community and the citizens should 
continue to be built. 
 
We need to strengthen the outcome performance and performance Budgeting.  
 
Especially important for the success of the Government program is the administrative 
capacity to implement the activities set. This mainly refers to political will and 
involvement of wider political front i.e. involvement both by the position and 
opposition. For this purpose, it is necessary for the Deputy Prime Minister for 
economic issues and the Agency for Civil Servants to establish working group that 
will also include experts from the opposition for implementation of administrative 
reforms. These administrative reforms should be owned and managed by the 
Government, not by foreign donors or projects. The purpose of this reform is not to 
reduce the number of staff and/ or the salaries and contributions part in the National 
Budget but they should be focused on the outputs from the administration work, 
satisfaction of the people, transaction costs for business and introduction and 
functioning of the merit system. The impact from the increase of administration 
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salaries should be monitored and see the outcomes of that measures, especially in the 
area of more efficient work. 
 
 
2.4. Overall evaluation for the reporting period 

 
The evaluation is that the Government moves from preparatory part – development 
and strategies and documents towards operational realization and implementation 
through developed Action Plans that clearly identify the accountability and the final 
deadlines. In the future period the expectations are for more intensive dialogue with 
the business and the citizens as answer to the stimulations provided by the 
Government of the Republic of Macedonia through the Budget. 
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3.1. Activities implemented during the reported period 
 
3.1.1. Pension System  

 
On its session on 2 October 2007 the Government of the Republic of Macedonia 

adopted the Proposal for adoption of the Law on Volunteer Capital Financed Pension 
Insurance with Law Proposal. 

This Law is in the Parliamentary procedure on the agenda of the 78th Session of 
the Parliament of the Republic of Macedonia. 

 
The Primary goal of the volunteer capital financed pension insurance in the 

Republic of Macedonia is the following: 
The regulation of the volunteer pension insurance will introduce the legal 

framework for organization into professional pension schemes and harmonization 
with the European trends. This accepts the Directive of the European Parliament in 
this area which says that, because the social insurance systems are under constantly 
increasing pressure, the professional pensions will more and more play supplemental 
role in the future. Because of these reasons it is necessary to develop the professional 
pensions without asking the question of validity of the pension systems for social 
insurance in a sense of reliable, permanent and efficient social insurance that should 
guarantee decent standard of living in the old age and therefore it should be in the 
very essence of the objective for strengthening of the European social model. 
 On the meetings held with Mrs. Tamar Manuelan Antic – director of the 
Human Resources Development Sector for Europe and Central Asia in the World 
Bank in Washington and the director of the World Bank office in the Republic of 
Macedonia, Mr.Markus Repnik, the Minister of Labor and Social Policy of the 
Republic of Macedonia presented the use of funds from the World Bank loan in the 
frames of the SPIL2 Project for implementation of social protection i.e. the progress in 
the pension system and social protection reforms. It was also discussed about the 
project for conditioned financial transfers which is planned to start from the middle of 

                                                 
2 SISP- Social Institution Support Programme 
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2008 as well as for the implementation of the Japanese grant that is put for 
implementation of this Project. 
  
 
3.1.2. Financial system 
  
The reporting period (1 October – 1 December) is considered to be very short period 
for implementation of some of the previously identified goals and these remain to be 
implemented in the upcoming reporting period.  
 
3.2. What remains to be implemented (activities not yet implemented or finished) 

 
In the area of the financial system the following activities are not yet 
implemented: 

�
·  The Law on Changes and Amendments of the Law on Issuing of Bonds of the 

Republic of Macedonia for Denationalization has been submitted to the 
Parliament of the Republic of Macedonia. The adoption of this Law is for the 
purpose of extension of the deadline for issuing bonds for denationalization 
(from 6 to 8 years) in order to finalize the decentralization process. These 
changes will enable realization of two additional emissions of 
denationalization bonds.�

·  Law on Audit was drafted that is currently in Parliamentary procedure. It will 
harmonize with the Law on Misdemeanors. �

·  The Law on National Bank of the Republic of Macedonia was drafted and 
submitted to the Secretariat for Legislation in order to be harmonized. The 
changes are done in order to harmonize the Law with the ESCB Statute and 
the ESCB3 and ECB4 Protocol in order to define the functions, competencies 
and independence of the National Bank of the Republic of Macedonia. �

·  The Law on Changes and Amendments of the Law on Securities is currently 
in Parliamentary Procedure. This Law will enable the banks and brokerages to 
provide additional service for their clients – care for securities which includes 
opening and management of securities accounts for clients in depositary and 
other services related to securities as ordered by the client (payment of 
dividend and/or interest, notification of the shareholders assembly, etc.). The 
Law also introduced some changes with regards to the Commission for 
Securities in order strengthen its position as supervisory body on the capital 
market. The commissioners were professionalized and criteria for introduced 
for identification of the amount of fee that will be collected by the 
Commission for Securities.�

·  The new Law on Investment Funds has been submitted to the Government of 
the Republic of Macedonia. The Law regulates in more details the 
establishment and work of the these companies for management with 
investment funds and provides an opportunity for the foreign companies that 
manage investment fund to open their subsidiaries, following previous 
endorsement by the Commission for Securities. This Law will also regulate 
the subject of work of the investment funds and the limitation of their 

                                                 
3 ESCB- European System of Banks 
4 ESB- European Central Bank 
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investments in order to reduce the risk from eventual losses from very risky 
investments that could jeopardize the interests of large number of investors in 
the Fund. The drafting of the new Law on Investment Funds was towards 
implementation of the European Union Directives that regulate the companies 
for collective investments in transferable securities. This Law is also supposed 
to facilitate and stimulate the establishment of the first investment funds in the 
Republic of Macedonia that will contribute towards stimulation of the 
Macedonian economy through investments of the collected money into 
securities traded on the Macedonian Stock Exchange. �

·  Also drafted was the Law on Changes and Amendments of the Law on 
Supervision (Audit) of the Insurance. It has been submitted to the Government 
of the Republic of Macedonia. The adoption of this Law is because it is 
necessary to harmonize the Law on Supervision of the Insurance with the third 
set of proposals from the regulatory guillotine reform.�

 
 
The Law on Changes and Amendments of the Law on Pension and Disability 
Insurance with Law Proposal and the Law on Changes and Amendments of the Law 
on Compulsory Capital Financed Pension Insurance with Law Proposal are still in 
Parliamentary procedure (for the 65th and 76th sessions of the Parliament of the 
Republic of Macedonia). It is expected that the Law on Changes and Amendments of 
the Law on Pension and Disability Insurance with Law Proposal will be adopted by 
the end of December. 
 
The soon-to-be implementation of the volunteer capital financed pension insurance 
(third pillar) imposes the need for promotion of this system in order to attract potential 
founders of pension companies, beside the local and foreign financial institutions. 
  
 As a support of these promotional activities, extremely important will be 
inclusion of Government representatives from the relevant sectors, especially from the 
following: 

�  Ministry of Economy; 
�  Agency for Foreign Investments; 
�  Ministry of Finance; 
�  Ministry of Foreign Affairs and the economic attachés in the Embassies of the 

Republic of Macedonia abroad; 
The cabinets of the Ministers without portfolios that are in charge to attract foreign 
investments. 

 
Action plan for promotion of the volunteer capital financed pension insurance  

(Third Pillar)  
 
 

No. Time and place Time of realization 
1. Zagreb, Croatia 

Presentation before the Association of Croatian 
Pension Funds that manage the pension funds in 
cooperation with HANFA (audit/ supervisory 

body)  

First week of November 

2. Sofia, Bulgaria Second week of November 
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Presentation before the Association of the 
pension companies that manage the pension 

funds in cooperation with KFN (audit/ 
supervisory body) and the Ministry of Labor  

3. Ljubljana, Slovenia 
Presentation before the Association of Pension 
Companies that manage the pension funds as 
well as before the insurance companies, in 

cooperation with the Macedonian Embassy in 
Ljubljana. 

Third week of November 

4. Belgrade, Serbia 
Presentation before the Association of Pension 
Companies that manage the pension funds as 
well as before the insurance companies, in 

cooperation with the Macedonian Embassy in 
Belgrade 

Fourth week of November 

5. Austria, Macedonian Embassy in Vienna 
Presentation before Raiffeisen, Erste, Graw-
Wiener and other insurance companies, in 
cooperation with the Ministry of Foreign 

Affairs and the economic attaché in Austria 

First week of December 

6. Germany, Macedonian Embassy in Berlin 
Presentation before the insurance companies, in 

cooperation with the Ministry of Foreign 
Affairs and the economic attaché 

Second week of December 

7. Holland, Macedonian Embassy in Amsterdam 
and presentation before the pension and 

insurance companies, as well as in the National 
Bank of Holland, in cooperation with the 

Ministry of Foreign Affairs and the economic 
attaché 

Third week of December 

8. Skopje, Macedonia, Ministry of Labor and 
Social Policy 

Presentation for the foreign Embassies 
(Holland, Germany, Austria, Switzerland...) 

Second half of November 

9. Skopje, Macedonia 
Promotional international Conference, in 

cooperation with the USAID BEA Project or 
SISP Project of the Council of Europe 

First half of December 

10. Agency for Foreign Investments: include 
information on the pension funds also 

continuous 

11. Ministry of Foreign Affairs, Ministry of 
Economy and Ministry of Finance: also include 

information on the pension funds in their 
international contacts 

continuous 

12. The cabinets of the Ministers without portfolio 
for attracting foreign investments 

continuous 

13. Government officials: include in the 
international contacts information also about 

pension funds 

continuous 
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According to the conclusion adopted by the Government of the Republic of 
Macedonia No.19-5936/1 dated 2.10.2007, the Ministry of Labor and Social Policy 
developed the Action Plan for Promoting the volunteer capital financed pension 
insurance in the country and abroad by including the relevant Government 
institutions. 
 
In this direction, the Ministry of Labor and Social Policy, as policy maker of the 
pension policy, in the frames of the SPIL Project will implement public campaign in 
the beginning of December 2007 and during 2008. This includes intensive 
promotional activities in the country as well as education of the public and its 
familiarization with the characteristics, opportunities and rights from this pension 
insurance. In the same time, the Ministry of Labor and Social Policy will dedicate 
special attention in its regular activities on presentation of the third pillar 
internationally, explaining the conditions for establishment of pension companies, 
management with pension funds and other important content in the Law on Volunteer 
Capital Financed Pension Insurance. 

Starting from the 1st of April 2008, the PDIF Fund5 will be in charge to collect, audit 
and allocate the social contributions to the remaining funds, electronically, for each 
and every insuree separately. Starting from the 1st of July 2007 the health insurance 
contribution started to be calculated in the same manner as the other social 
contributions – on the minimum base of 50% from the average salary and starting 
from the 1st July 2008 it will be calculated on 65% from the average monthly net 
salary. 

Since August 2007 in Parliamentary procedure are the changes and amendments of 
the Law on Pension and Disability Insurance which provide the legal basis to the 
pension Fund to collect all social contributions. The harmonization of the Law on 
Health Insurance and the Law on Employment and Insurance in a Case of 
Unemployment are currently in Government procedure. Regarding the social 
protection reforms, in the pipeline is the adoption of the new Law on Social 
Protection and Social Security which proposes new reformed system of social 
protection in order to reduce the poverty. 

3.3. Evaluation of potential risks from (non)implementation of particular 
procedures or from non-quality implementation  
 
The implementation with insufficient quality is happening in the financial and pension 
system. Changes and amendments are made to the existing laws in a short time period 
which is very important step in establishment of perfect framework for smooth 
functioning of the two systems.  
 
3.4. General evaluation by the expert for the reporting period 

 
In general, the Macedonian financial system maintains stable increase but the 
dynamics is not the same in all sectors. The financial market in Macedonia is still 
created by the banks, the Macedonian Stock Exchange, the Brokerage companies, 
saving houses, insurance companies as well as leasing companies. The banks are 

                                                 
5 Pension and Disability Insurance Fund of the Republic of Macedonia 
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leading on the market as shown with the latest analysis by the National Bank. The 
interest rates are still very high but we have evident increase in the savings and 
crediting. The appearance of the investment funds will steer the capital market even 
more and currently the information about them is on very low level. 
 
The steps undertaken by the Government in these sectors, related to the pension 
system, are very evident. The adoption of the Law will enable development of 
volunteer pension insurance on the basis of appropriate legislation and inclusion of 
good audit and supervision. The volunteer pension insurance enables inclusion of 
large group of people in Macedonia. It enables additional saving for retirement. The 
regulation of the volunteer pension insurance will also introduce the legal framework 
for organization of professional pension schemes and harmonization with the 
European trends. This will also mean acceptance of the reasons stipulated in the 
European Parliament Directives which say that, since the social insurance system is 
under constantly increasing pressure, the professional pensions will more and more 
have supplemental role in the future. 
 
The evaluation by the World Bank experts about the pension system reforms is that 
these reforms are one of the most successful reforms implemented in this country and 
in the region. 
 
For the purpose of better promotion and attraction of foreign funds for the third pillar 
of pension insurance, very positive is the campaign of the Ministry of Labor and 
Social Policy and the Agency for Supervision of the Capital Financed Pension 
Insurance that develop promotional material (road show) that will include important 
information about the third pillar concept and its implementation.  
 
The progress in the pension system reforms is moving up. In August 2007 the three 
Funds signed Cooperation Agreement for upgrade of the software for electronic 
collection of the contributions and will exchange information.  
 
We must point out that great contribution in the development of these reports was 
done by the teams for pension and financial system of the Republic of Macedonia, as 
part of the Government reforms, and their transparency and agility are on a very high 
level.  
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4.1. Activities implemented during the reporting period 
 
 
We can identify numerous activities in the Program for Work of the Government 
2006-2010 that are towards support of adaptation of the Republic of Macedonia to the 
new knowledge economy. The following issues are either implemented or in the 
process of implementation: 
 
� ) Establishment of Ministry for IT Society 
� ) Interim use of internet 
� ) Massive basic IT courses 
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� ) Full computerization of the schools 
� ) Promotion of the cashless payments, payment, � -business and � -Government  
� ) Wireless installations for internet on the entire territory of the country. 

Many things happened during October and November 2007 that meant 
implementation of measures regarding the above policies and measures. The progress 
in this area can be evaluated as good.  

The goal “Establishment of Ministry for IT Society” can be evaluated as met since 
there is Minister in the Government who is dedicated solely on that issue and is 
successfully functioning in his cabinet. The Government also announced 
establishment of Secretariat for IT Technology. 

Regarding the interim use of Internet, the program for provision of conditions for 
interim use of Internet continues. At the beginning of October Internet clubs were 
opened in Gevgelija and Kriva Palanka. The next one is planned to be opened in 
Kochani. If this activity proves to be successful, the Government plans to intensify it 
in the next year.  

Regarding the realization of the goal to increase the use of computers and their 
popularization, the Government implemented activity to award vouchers to all 
students that are in the final year of studies. The value of each voucher is 12.300 
denars that can be used to buy computer. This is excellent initiative and it should 
resume in the future as well. If we take into account that the prices for computers in 
Macedonia were reduced because the VAT tax was reduced from 18% to 5% and 125 
scholarships for IT students were awarded, we can say that the Government is 
successfully working towards bringing closer the IT technology to the citizens and 
make it more popular to use. 

The computerization of the schools resumed as planned. It was harmonized with 
“Haier” – the implementing company that won the contract. The implementation was 
smooth and no significant problems were noticed. 

With regards to promotion of the cashless payments, e-business and e-Government, 
the Government undertook numerous activities during October-November 2007: 

·  Acceleration of activities related to development of National Registry of 
regulations, licenses, permits and approvals. This Registry is being developed 
in cooperation between the Sector for Economic Policy and the regulatory 
reform in the frames of the General Secretariat of the Government of the 
Republic of Macedonia, and the USAID. The plans are that this Registry will 
become operational by the middle of 2008. 

·  Second successful implementation of the use of electronic application used for 
allocation of transport licenses by the Ministry of Transport and 
Communications. 

·  Initiation of implementation of the Strategy for IT Technology for the 
Judiciary 2007-2010. 
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·  Adoption of a new Law on Electronic Commerce. This Law was adopted in 
urgent procedure since it was one of the important laws for EU integration. 
Still, many experts are reserved regarding its implementation in reality. 
Because of this it is possible that the Law could be changed in the future. 

No intensive activities were noticed in the period October-November 2007 regarding 
installation of the wireless Internet on the territory of Macedonia. 

Very positive event during the reporting period of October-November was the joining 
of the Republic of Macedonia to the Program for competition and innovations of the 
European Union. Macedonia and Croatia are the first countries that are not members 
of the European Union but they are members of this Program. Although from initial 
perspective the assistance from this Program will be small, it could open important 
perspectives for large number of the technologically intensive companies in the 
Republic of Macedonia.  

4.2. What remains to be implemented (activities not yet implemented or finished) 
 
Activities that should be implemented in the upcoming period in the mandate of the 
Government are the following: 
 

·  Increase the Budget allocations for science, research and development 
·  Improved flow of knowledge between the Universities and the private sector 
·  Establishment of Center for education of managers 
·  Introduction of the lifelong learning 

The Budget proposal for 2008 foresees increased allocation of funds for science, 
development and research. The main problem in this area is the insufficient capacity 
of the Ministry of Education and Science i.e. the Science Department, to administer 
the increased funds.  

The lack of activities in other areas is because their implementation is a long-term 
activity. More attention should be put to these areas in the future.  

By the end of the year the initial shape of the programs for introduction of the 
Lifelong Learning concept will be visible as well as the shape of the program for mass 
training of the population in using computers. 

4.3. Evaluation of potential risks from (non)implementation of particular 
procedures or from non-quality implementation 
 
 
In this regard, there is a need to implement campaign that will focused towards the 
companies, scientific-educational institutions, civil associations and the citizens that 
will be informed about the opportunities provided by the fourth framework program 
of the EU for research as well as the procedures for applications for financing in the 
frames of this program. Since very important for successful use of the funds from this 
program will be the cooperation with institutions, the companies, firms and 
associations from the EU member states, as well as from other candidate countries, 
support is required by the state institutions in order to achieve this cooperation.  
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In future it will be necessary to work more intensively on the improvement of the 
knowledge flow between the universities and the private sector as well as establish the 
Center for management education.  

4.4.  General evaluation by the expert for the reporting period 
 
The Government resumes its intensive work for implementation of the Government 
Program 2006-2010 in the “knowledge based economy” chapter. We can ascertain 
that the activities foreseen for implementation within year, to year and a half, are 
currently being implemented with full speed. What remains in the future is the 
implementation of projects that will also require administrative reform and serious 
input by the state administration. In order to successfully implement these Projects, 
the Government would have to work on capacity building of the administration and its 
motivation to get involved in the efforts for adaptation of the Macedonian economy 
towards the modern knowledge economy. 
 
�
�
 �� ���
���� �

 
5.1. Activities implemented during the reporting period 

The analyzed period is a very specific one. Commonly some educational 
activities are condensed due to the start of the school year in the elementary and 
secondary education and the start of academic year in the higher education.  

Regarding elementary education, the main challenge was the continuation of the 
activities related to the start of nine-year education, the introduction of English 
language as compulsory in the first grade of elementary education and some other 
activities. This complex process was started and continued successfully without any 
visible problems. It is worth to mention that in this period some positive effects were 
felt from the employment on contract basis for around 700 teachers (around 500 in the 
elementary and 200 in the secondary schools) in the previous month.  

Regarding secondary education in this period (and this was especially the case 
in the first month) the main attention was focused towards resolving the 
demonstrations of the secondary school students in the fourth – final year of the 
secondary education because of the state matura requirement. At the beginning of this 
period the educational authorities were faced with huge demonstrations that started in 
the previous month. However, at the end of this period, the period not only ceased 
but, contrary to what was announced, the interest for the trial state matura was 
expressed by huge number of secondary school students. This is an indicator for 
quality management with the problem. 

Similar positive processes were also initiated in the higher education. The most 
important fact here is the decision by the Government of the Republic of Macedonia 
to award every student in final year of university studies with voucher of 200 euros 
that can be used to by computer. A total of 10.000 vouchers were awarded that has not 
only educational implications but also has very positive impact on the movement of 
the IT technology market in the country. Thanks to this campaign, two million euros 
that were secured by the Government for this purpose also mobilized in this economy 
sector additional funds that were added by the students and their parents to buy 
updated computers. It was interesting (and still is) to see the interest in the shops for 
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IT equipment that was expressed by the interested parents and their children assisting 
each other in the procurement of computer. Overall speaking, this step was welcomed 
by the public and it also created expectations for the generations of students that will 
be in their final year of studies in the next year.    

About the plans to raise the IT education and improve the educational 
background in order to build Macedonia as IT society, worth to mention is the 
successful finalization of the scholarship course competition for 125 IT students.  

 

Regarding the legal initiatives no special activities were registered in this period. The 
procedure in the Parliament of the Republic of Macedonia for adoption of the Law on 
Higher Education has not progressed. This has negative impact on the realization of 
one part of the activities foreseen in the Program of 100 Steps in relation to the higher 
education – its integration in the European Educational and Research Area.  

�

In the area of investments and novelties in education beside the above mentioned 
investment of 2 million euros awarded in a form of vouchers for the students in the 
final year of studies, the Government i.e. the Prime Minister himself publicly 
promoted the commitment from the Program for Rebirth in 100 Steps for realization 
of reforms in the education. It was announced that the around 6.5 million denars are 
planned to be allocated from the National Budget for 2008 that will be used for two 
significantly important and urgent needs of the educational system: procurement of 
new school benches and reconstruction of the toilets in the schools. 

This initiative was positively welcomed by the public. Beside its program base, 
the initiative was supported with quality information on the alarming situation in 
which most of the schools at the moment are, regarding the situation with the school 
furniture and toilets. The State Sanitary Inspectorate did some controls were 90% of 
the schools have inappropriate toilets. A total of 330 schools were controlled and 280 
of them did not meet the basic hygiene conditions. Because of that, the inspectorate 
even issued orders to close several educational institutions before the start of the 
school year.  

Improvement of the educational quality: As it was mentioned in the previous report 
about this issue, the key topic was and remained to be the manner in which the 
educational authorities managed the demonstration of some of the students in the final 
years of secondary education regarding the state matura. The passing of the state 
matura as proven European mechanism to improve the educational quality is 
important element in the “Rebirth in 100 Steps” program and in the Program for work 
of the Government, of the Ministry and other institutions in the area of education.  

From this aspect, the educational authorities undertook measures and 
successfully coped with the problem with counter-reform requests by some of the 
protestors and by some of the political factors in the country for postponing and even 
abolishment of the state matura.   

In parallel with this, activities are implemented in order to improve the quality 
of education, in accordance with the program goals and in the context of the current 
needs of the nine-year education. Also undertaken are extensive undertakings for 
development of new teaching programs in the subjects of the second development 
level (from IVth to VIth grade of elementary education).  
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Increased competition in the education:  The new University in the city of Shtip 
started to work in the first month of this period. This achievement is important not 
only to increase the competition in the education but it also has great civilization, 
social and political values. It is contribution towards decentralization of the higher 
education, contribution towards regional development of the Eastern part of 
Macedonia and also has great positive social implications in order to reduce the costs 
for studying of many families and young people. The opening of the new state 
University made the higher education more accessible to larger number of young 
people in Macedonia. 

5.2. What remains to be implemented (activities not yet implemented or finished)  
 
Special attention must be paid on the adoption of the new Law on Higher Education. 
This will create normative institutional base to improve the situation in this area and 
to include Macedonia in the European Area of Knowledge. The adoption of this Law 
will improve the overall material situation and the situation with staff on the public 
Universities in the country because not much was done for them. This is condition 
without which it will impossible to have quality education and to entirely meet the 
program commitments to raise the quality of education and increase the competition 
in this area. 
  
Related to this is the need for important initiative in the area of arrangement and 
financing of the scientific-research activities as it is foreseen in the “Rebirth in 100 
Steps!” Program by the end of 2007. Regarding this question especially important to 
find appropriate legal solution for the place and manner of organization of the 
scientific institutions and the scientific work in general. 

Since this is the final Report in 2007 and is developed in time when the Budget for the 
next year is planned, it is important to emphasize that what remains to be 
implemented are series of other activities stipulated both in the “Rebirth in 100 
Steps!” Program and in the Government Program for work for the period 2006-2010. 
Here we refer to activities related to stimulation of competition in the educational 
sector by evaluating and ranking the high educational institutions in the country by 
independent body or company; better relations between the local faculties with the 
appropriate faculties and institutions abroad in a form of international projects, 
exchange of students and teachers and similar, transfer to project financing of the 
higher education and the scientific research, attracting of well known world 
Universities to open their offices in Macedonia; creation of Academy for Managers; 
development of virtual library with free internet access to the most important text 
books in the elementary education; etc.  
�
�
�
�
�
�
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���� �Evaluation of potential risks from (non)implementation of particular 
procedures or from non-quality implementation  
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We can recognize several general risk factors in the area of realization of the goals 
and activities planned in the area of education. In essence, they are extra-educational. 
For example, we have the intensifying of the problems between the central and the 
local government, in the context of the general decentralization process; Secondly, the 
overall defocusing of the public interest from the educational issues towards security 
issues because of the events in the vicinity, either towards issues related to the 
Europe-Atlantic integration of Macedonia. Beside these, there are no other risk for 
implementation of the activities that are already started and planned in the area of 
education.  

5.4. General evaluation by the expert for the reporting period 
 
The overall evaluation for this two-month period is that there is continuity of the 

reform activities of the educational authorities for the purpose of realization of the 
program goals and that they are upgraded or implemented with several innovations. In 
this period –because of the specific period of the year – the educational issues (and 
related to them the activities implemented by the educational authorities) were in the 
focus of the public interest – because of the strikes and demonstrations and their 
management. The realization of this plan is in accordance with the program goals and 
plans included in the appropriate program documents.  

From overall perspective, beside the numerous distort influences, still the strong 
tempo of implementation of the promises for accountable leadership was maintained. 
We also had introduction of numerous novelties for improvement of the quality and 
competition in the education.  

If we assume that the current activities in relation to the planning of the National 
Budget of Macedonia for 2008 will finish as it is planned and desired, and if we also 
assume that the policies and programs in this area (and the general ones) will be 
implemented with higher level of taking into account the relevancy and resistance to 
the change in the environment, we can say that in the last one year (which is the first 
year of this leadership) solid conditions were established for full implementation of 
the promises from the “Rebirth in 100 Steps!” Program and those included in the 
Government Program for the period 2006-2010.  
 
�
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6.1. Activities implemented during the reporting period  

 
“Construction of 35 sport halls” Project 

 
The realization of the Project “Construction of 35 sport halls”, being the 

largest project in the area of sports, is taking place in accordance with the plans of the 
responsible institutions (The Government of the Republic of Macedonia) and the 
Agency for Sports and Youth (AMS). 

So far 2 sport halls were commissioned and put into use and 15 more are in 
construction phase. 

According to the plans, it is foreseen that several more sport halls will be 
commissioned and put into use by the end of this year.  

 
 

“Construction of 50 auxiliary football fields” Project 
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The project for construction of 50 football playing fields is second by its size 

and importance realized by the Agency for Sports and Youth. The total value of this 
Project is around 7,7 million euros. 

As on 30th November 2007, the construction works have started on 9 locations 
all over Macedonia (Prilep, Sveti Nikole, Gradsko, Rankovce, Gjorche Petrov, 
Gostivar, Bitola, Probishtip and Mogila). 

These football fields will be of grass-type, with dimensions 120x80 meters, 
fenced, well lit, with changing rooms and mounting stands and the finalization of 
construction of the first football fields is expected during 2008. 

 
 
Changes and amendments in the Law on Sports 
 
The Agency for Sports and Youth submitted an amendment to the changes and 

amendments of the Law on Sports. This amendment is supposed to make regulate the 
status of meritorious sportsmen, and also regulate the awarding of the national sports 
recognition and acknowledgments to the meritorious sportsmen in a form of financial 
award. 

These changes and amendments are supposed to be adopted by the Parliament 
of the Republic of Macedonia on its 69th session. 
 
 

Draft Program for Development of Sports in the Republic of Macedonia in the 
period 2007-2012 

 
The development of the draft Program for Development of Sports in the 

Republic of Macedonia in the period 2007-2012 is finished (the draft version). 
  
 
 

“Selection of sports anthem” Project 
 
“Metropolis Arena” on the Skopje Fair was the venue that hosted more than 

3.500 visitors, where the National Sports Anthem was selected. It was broadcasted 
live on the national A1 Television and also aired by satellite on the A1+ channel. 

The event itself also had humanitarian dimension. 
 
 

Support in organization of international competitions in the Republic of 
Macedonia  
 
In the period 14-21 September in Salonica (Republic of Greece) the First 

Sporting Games of South Eastern Europe were held, for sportsmen ages up to 18, in 
total of 9 Olympic sports (6 in the individual and 3 in team competitions). 

These First Sports Games of South Eastern Europe actively hosted around 100 
sportsmen and 40 sports professionals (referees, coaches, trainers, etc.) from the 
Republic of Macedonia, in 7 sporting disciplines. 

Many medals were won (in wrestling and swimming).  
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Financial support was provided to the Kick-Boxing Federation of Macedonia 
in order to participate on the World Cup in Portugal. 

 
 
 
Awarding 
 

Awarded were sport coaches whose sport trainees achieved commendable results on 
international competitions (won medal on the largest sporting competitions such as 
European (EC), World (WC) competitions as well as Olympic Games 

 
6.2. What remains to be implemented (activities not yet implemented or 

finished) 
 

The problem of having two Federations in one sport is not yet resolved. This is 
contrary to the Law on Sports which says that only one officially registered sports 
federation can exist for one sport. 

 
 The adoption of the changes and amendments of the Law on Sports, although 
it is topic on Agenda for the 69th Session of the Parliament of the Republic of 
Macedonia, is not yet done. 
�
6.3. Evaluation of potential risks from (non)implementation of particular 
procedures or from non-quality implementation  
 
 As main risk factors in implementation of the current and projected activities 
in the area of sports we emphasize the following: 

·  One of the key reasons for prolonging of the deadlines for implementation of 
the current projects in the annual period that is ahead of us (the winter-spring 
season) are the weather conditions, especially the upcoming winter period 
(because of the end of the construction season); 

·  The projected timeline and deadlines for realization of the activities planned 
(which are quite short because of the ambitious plans) causes danger of 
breaching the final deadlines for implementation; 

·  The non-adoption of the changes and amendments of the Law on Sports could 
hurdle the further development of the sports, beside the huge efforts invested 
by the Government and the Agency for Sports and Youth.  

 
6.4. Overall evaluation by the expert for the reporting period  
 
 
 In the last two-months monitoring (October-November 2007), in accordance 
with the dynamics planned and agenda of activities of the Government of the 
Republic of Macedonia and the Agency for Youth and Spots, we can happily point 
out that all activities are being realized in accordance with the Plan. 
 
 It is important to emphasize the fact that the current Macedonian Government 
(like no other Government before) is very decisive in its determination to introduce 
fundamental things in the area of sports, understanding its great importance, which 
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will yield in return important sports achievements and results, not only in the top 
(professional) sports but also in the massive (recreational) sports.  
  

The most important event that happened in this period was the successful 
realization of the mega project by the Agency for Sports and Youth of the Republic of 
Macedonia - “Selection of the National Sports Anthem”.  
  The Agency for Sports and Youth had excellent management of the 
project. A total of 20.000 euros (and more) were collected through SMS messages and 
were dedicated for humanitarian purpose. The citizens of the Republic of Macedonia 
(over 200.000 votes – which is 1/5 of the total population of Macedonia that 
participated in the voting) gave their vote for Toshe Proeski and for humanitarian 
cause. The financial award for the song was donated by the author of the song, and in 
the name of the greatest Balkans pop star Toshe Proseki, for humanitarian purpose.  
 In the meantime, the Agency for Sports and Youth published audio CD that 
included all songs that participated on the selection. It was dedicated to the most 
popular Balkan singer Toshe Proseki (he was very active sportsman in volleyball and 
kick-boxing) in total of 165.000 copies that were given away free of charge. There is 
also an idea to develop DVD from this event thus fully finalizing this incredibly 
useful project. 
 The national sports anthem that was selected had its official promotion on the 
international football match for the European Championship between the national 
team of Macedonia and Croatia. All those that were able to watch this event (either on 
the stadium or at home) could witness how successful the whole project was – over 
20.000 fans in a single voice sang the sports anthem and supported their national 
team. The Macedonian team beat the Croatian team with 2:0. 
  

The undertaking of measures to regulate the status of meritorious sportsmen of 
the Republic of Macedonia would mean a “step of seven miles” – something that 
lurked somewhere far away in the minds of the sportsmen. The reaction by the overall 
sports public is that this is true move, in real direction, that deserves to be 
commended.  

 
The “Construction of 35 sport halls” Project, as one of the main and largest 

undertakings in the area of sports, is implemented continuously and in accordance 
with the plan. Two sport halls were commissioned and put into use so far and 15 are 
currently under construction, which provides sufficiently strong motivation for 
successful management and realization of the Project. We are expected that several 
more sport halls will be commissioned and put into use by the end of this year. 

 
The second Project (according to the size) of the Government of the Republic 

of Macedonia and the Agency for Sports and Youth in the area of sports – 
“Construction of 50 auxiliary football fields” is gearing up in realization. So far the 
construction has started on 9 auxiliary football fields all over Macedonia. The first 
ones are expected to be finished in 2008. 
  

In the last two months of reporting period the Agency for Sports and Youth 
did a move for the first time in Macedonian Sports History. This valuated the efforts 
of the sport coaches and trainers that, together with their sport students, achieved 
noticeable international results in the area of sports. According to the law on Sports 
and the Regulation for Awards, beside the awards for sportsmen that are also awards 
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for their coaches (one-time financial award in the amount of 40% from the total 
annual sum for the sportsman). 

This was emphasized as inconsistency in the last report (August-September 
2007) in the awarding of all people involved in the sports but now we  are happy to 
ascertain that the Agency for Sports and Youth has reacted promptly and corrected 
this anomaly that used to exist for many years. 
 
  
 
�
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7.1. Activities implemented during the reporting period 
 
7.1.1. Development of production and stimulation of the exports 
 
Several activities were implemented in this area during the reporting period (October-
November 2007). 
 
The managers of the Macedonian companies have evaluated the total economic 
situation in September 2007 as more favorable compared to the previous month, 
according to the survey made by the State Statistical Office. The evaluation of the 
current level of orders for the production is more optimistic compared to the previous 
month. According to evaluation by the managers, the scope of production in the 
companies in the last 3-4 months, as well as their evaluation about the expected 
volume of production for the upcoming period is favorable while the evaluation for 
the total number of staff is less favorable. The expectations of the managers show that 
in the next period the average procurement prices of the inputs and raw materials will 
increase as well as the average sales price of the finalized products. 
 
During the reporting period the British Fund, through “Danube Foods” and “Imlek” 
from Serbia bought the largest milk factory in Macedonia – IMB. These days the 
Croatian diary industry “Dukat” will acquire the “Ideal Shipka” milk factory from 
Bitola. A new milk factory with Bulgarian funds is being built in the village of 
Bratindol, Bitola region. Its capacity will be processing of 120.000 liters of milk per 
day. On the other side, the Greek businessmen penetrate in the milk factory in Prilep 
and there is also announcement that the purchase of milk in the Pelagonija region will 
be also done by the Swedish milk factory in Skopje. After the sales of the Bitola milk 
factory the management was decisive: the penetration of foreign capital is a must 
because this plant has reached the sealing in its incredibly quick development in the 
last 12 years. Therefore there is a need for penetration of strategic partner. According 
to the experts the key reason why the foreign capital is entering in the diary industry 
in this region is, above all, the fertile soil of Pelagonija region and the agricultural 
development because the opportunities for production of forage crops open the 
opportunities for development of cow breeding business. 
 
There is also over 4.000 milk producers in the Bitola region – most of them are small 
cattle breeders that own 2-3 cows. Rarely some of the cow breeders meet the 
European standards – 50 to 100 cows per farm as well as the conditions for 
modernized production of milk. The milk factory in Bitola has around 1.700 partners 
while “Ideal Shipka” milk factory has almost 1.500. Only two weeks after IMB was 
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sold to the foreign investor the purchase price of the raw milk was increased - 
depending on the quality – by 5 to 6 denars per liter more than previously. However, 
the farmers are still not satisfied.  
 
The production of Dutch cheese will soon start in the city of Delchevo. It will be 
produced for export in the EU countries. In the final phase is the installation of 
equipment in the milk factory of “Rudine MM” factory that owns the farms and other 
production and processing plants of the former cooperative (ZIK) “Sandanski”. This 
Project is supported by the Dutch Fund for development of milk production and 
Dutch technology will be used to produce both the cheese and other diary products in 
compliance with the European standards. The capacity of the milk factory “Rudine 
MM” in Delchevo is 1.5000 tons per month and it is the largest in this region. This 
milk factory will obtain secure distribution of the milk not only for the farmers from 
Delchevo region but also from neighboring municipalities of Makedonska Kamenica, 
Pehchevo and Berovo. 
 
Speaking about alternative types of agricultural production in this period there is 
export of Mediterranean fruits. A total of 500 tons of kiwis and Japanese apples were 
purchased last year and 700 tons this year. The price of the purchase is from 10 to 12 
denars for a kilogram of Japanese apples, depending on their quality  and 30 to 40 
denars per kilogram for the kiwis. The fruits are distributed in fresh condition in 
Slovakia and Ukraine and one part of the surplus of the purchased quantities are 
stored for the marked needs before the New Year. In this area there is no plantation 
sowing i.e. the Japanese apple and the kiwis are harvested individually in the yards of 
the individual homes.  
 
7.1.2. Regulating the title of ownership 

One of the weaknesses noted in the European Commission Report for the progress 
achieved in 2007 is the slow registration of the agricultural land. During the reporting 
period activities resumed of the “Cadastre of Real Estate and Registration” Project 
which is implemented by the State Authority for Geodetic Works – Skopje (DZGR). 
Their activities are implemented, more or less, with the expected dynamics.  

The greenhouse producers still face problems with the State Authority for Geodetic 
Works because the green houses are not registered as special objects/ premises.  
 
Mr.Cherepnalkovski explains: “The Cadastre does not register the green houses as 
objects/ premises and if we ask for Ownership list it will say that we own field. 
Therefore we can not take loans from the banks because they require for collateral 
that proves the ownership of the assets. For three years we are trying but we still can 
not resolve this, although we have all valid documents”.  

 
7.1.3. Support from the National Budget 
 
The following activities were implemented in the reporting period: 
 
Taking into account the crisis with forage that embraced not only Macedonia but 
other countries as well, the Government undertakes several measures that could be 
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treated as support from the National Budget. The Government pledged that it will 
allocate additional 2 million euros for all categories of cattle fund. The funds from the 
Budget (around 25 million euros) that were allocated for support of agriculture for 
this year, will be increased to 27 million euros and in the following several weeks 
these 2 million euros will be allocated to the breeders of cattle, lambs, pigs, poultry 
and goats. According to the Government, it pays special attention to the development 
of cattle breeding in the underdeveloped areas and therefore all dedicated amounts of 
Budget support for particular categories of the cattle fund will be higher by 10% in 
these underdeveloped regions of the Republic of Macedonia. In the same time, the 
eligibility criteria set for benefiting from Budget support for these regions are twice 
lower and much more simplified. With the latest rebalancing of the National Budget 
the Government allocated additional 300 million denars for procurement of forage for 
the national commodity reserves. The tender for procurement of 10.000 tons of corns 
and 10.000 tons of barley was already published and ended on 20 November this year.  
 
According to information received from the Macedonian Customs Authority, the 
import duties for wheat were abolished. This decision is in force sine 16 October 
2007. This decision, in accordance with the Customs Code, introduces the measure 
for abolishment of the import duties when it comes to imports of wheat for the quota 
of 30.000 tons (for the period 16 October 2007 – 1 June 2008). The allocation of the 
wheat quota will be done on “first come first served” basis. 
In addition, the costs for agriculture continuously grow which results in higher prices 
of the final products. These upper trends of the prices of agricultural products are 
reflected on the increase of funds allocated for their procurement which makes 
significantly more expansive the total costs of living of the people. According to the 
latest statistical information the prices of agricultural products in October increased 
by 21,8% in relation to October last year which is due to the increased input costs in 
the agricultural production of 8,2%. Therefore, the Government will allocate 
additional 60 million denars to compensate for one part of the costs for the fertilizers 
procured for the autumn sowing activities implemented by the farmers. The farmers 
that already purchased the fertilizers can use the cash register accounts to refund one 
part  of  the  invested  funds.  
 
 
7.1.4. Favorable conditions for crediting 

Very important novelty was adopted during the reporting period. The interests for 
credits (loans) for crediting of primary production farmers will be at the rate of 4%. 
The commercial credits that used to be taken by the traders and processing entities at 
the commercial rate of 8-9% will now be taken at 5% interest rate. The difference in 
the interest rate will be subsidized by the Government. These are interest rates already 
agreed through the Ministry of Finance and with the banks in the Republic of 
Macedonia – now they are reduced by around 3% in relation to what they used to be 
(7-9%) in the banks and in the same time, the saving houses that used to approve the 
funds at the rate of 10-18% have accepted the 6% interest rate for primary agricultural 
production i.e. 6,5% for secondary agricultural production. 

The announced credit fund did not yet start its work. It was five months since it was 
announced but until now nothing is happening. 
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7.1.5. Irrigation and control of floods 
 

There are no significant changes in this area compared to the previous report. The 
transformation of the water economies (public enterprises) shold be fully finished by 
the end of this year. There are four smaller water economies left for transformation 
and these are supposed to be liquidated in the following month. These funds are 
secured by a World Bank loan. After they are liquidated there will be establishment of 
new companies in accordance with the legal changes. 
 

7.1.6. Organic good  
 
The organic food is present more and more on the menu of the Macedonian 
consumers although it is 10-30% more expensive than the conventional good. From 
now on one part of the organic production and production in conversion from 
conventional into organic will be present on the market under single label that is 
borne by the products produced by the members of the National Union of Organic 
Food Producers (the “Organika” logo). It is a private label of the Union that will be 
available only to the products produced by the members of the Union of Organic 
Producers “Biosan”. We speak here about 50 products most of which are fresh and 
there is also tendency on the market so that their processing products will appear. The 
producers agree that the Macedonian agricultural perspective is exactly in production 
of this type of food because it is more expensive and is less present. The greatest 
handicap for the organic food to go beyond Macedonia is the small quantities 
produced and the inability to provide constant supply on the market.  
 
7.2. What remains to be implemented (activities not yet implemented or finished) 
 
For the upcoming reporting period (December 2007-January 2008) several issues are 
to be realized related to implementation of the Government Program in the area of 
agriculture. 
 
The expectations regarding development and stimulation of experts are still only on 
expectations level. In the upcoming period we need to pay attention to promote the 
specific national brands of agricultural products and their promotion on foreign 
markets. 
 
Regarding the allocation of farming land, beside the Cadastre, special attention must 
be paid in the upcoming period on the control of the signed agreements. 
 
The slow-down around the Credit Fund should be resolved in the upcoming period in 
order to enable successful use of favorable loans for the farmers. 
 
7.3. Evaluation of potential risks from (non)implementation of particular 
procedures or from non-quality implementation  
 
The implementation of the tasks from the “100 Steps” program of VMRO-DPMNE 
(their Program for the elections in 2006 and now Program of the Government) in the 
area of agriculture has two dimensions. The first one is political – the non-
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implementation of the promised activities will have an impact on the rating and 
capacities of those that adopt it and implement it. The other one is economic 
dimension which is important for all citizens in the country. Since the population that 
deals directly with agriculture (or is indirectly concerned by it) is around 190.000 
families, in accordance with the latest census, the non-implementation of policies in 
this sector is great social and economic risk. 
 
During the reporting period, the activities implemented by the Government provide 
hope that the policy set is being implemented. 
 
One of the key risks that can now be seen is the non-timely harmonization with the 
Common EU Agricultural Policy. As a candidate country, Macedonia must do a lot in 
the area of agriculture in order to harmonize with the EU Agricultural Policy. For 
example, the largest chapter in the questionnaire, which is in the same time the most 
sensitive area in the EU accession negotiations, is agriculture. This is complicated 
issue, with many regulations and recommendations, subsidy measures, limitations of 
the free market, etc. 
 
 
7.4. General evaluation of the work and recommendations 
 
The measures implemented in this period follow the tendency of making progress. In 
this regard we need to specially emphasize the progress in the investments in diary 
industry both by local and international companies. 
 
About the legal framework the most important is the adoption of the Law on 
Agriculture and Rural Development. 

 
In the area of subsidizing the agricultural production, the impression is that this 
Government has special sense and is interested to increase the agricultural subsidies. 
We need to mention the additionally allocated two million euros allocated in the 
reporting period for all categories of cattle Fund as well as the subsidies of 60 million 
denars to compensate the procurement of fertilizers for the autumns sowing. These 
measures are very welcomed and supported by the farmers. 
 
 
From global perspective the price increase of the food is a trend. This trend has 
impact on the Macedonian economy as well. The largest increase of the price index 
for plants production (in October 2007, compared to the same month of 2006) is in the 
group (cluster) of vegetables with 50,8%, wheat and rice with 42,9%, fruits and 
grapes with 27,7%, potatoes with 15,4%, forage with 9,4%, wines with 7,8% and 
industrial plants with 0,6%. When it comes to cattle breeding, there is increase of the 
index in the group of products of animal origin (11,7%) and there is reduction only in 
the group of animals for slaughter (4,3%). According to statistics, the prices of input 
in the agriculture (procurement prices of the means necessary for agricultural 
products) in October 2007 (compared to October 2006) was increased by 8,2%. 
 
The total price index of the inputs in the agriculture has been increased as a result of 
increase of the prices of the running materials used in agriculture by 8,6% and 
increase of the price index for means dedicated for investments in agriculture by 
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1,6%. In the area of input costs there was the greatest price index increase in October 
2007 in the following: seeds (22,5%), cattle food/ forage (16,4%), energy, fuel and 
lubricants (10%), maintenance of equipment and buildings (5,9%), means for 
protection of plants (3,2%) and mineral fertilizers (0,3%) and in the group of 
veterinary services the price index was reduced by 5,4%. The increase of costs of 
living has retained the trend of increase in the last month compared to the month 
before (September) when the input prices (compared to September 2006) were 
increased by 3,8% and the prices of the output (compared to September 2006) were 
increased by 18,8%. This shows that the agricultural sector has good perspective and 
Macedonia must take advantage of it. It needs to establish climate for investments in 
the agriculture but efforts are also necessary to introduce modern technologies, 
increase the productivity and reduce the production costs. 
 
Finally, about this reporting period we need to mention the insufficient efforts in the 
area of agricultural education and implementation of assistance and training 
programs. Very little was also done in development of the advisory services and 
scientific-research activity. The financial incentives, the budgetary support, foreign 
investments and other measures that are being implemented will not yield the desired 
effect on the development unless greater attention is paid on the development of 
research and human resources. 
 
�
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8.1. Activities implemented during the reporting period in the area of foreign 
affairs 
 

The political dialogue was intensified after many months of delay. In the 
beginning of December adopted were the laws required for finalization of the reform 
processes. Three new members of the Judicial Council were elected in October so 
now this institution is almost complete (now it has 14 out of 15 total members). The 
appointment of new ambassadors with joint decision by the Government and the 
President of the State is also contributing towards stabilization of the political stage 
and it is also a confirmation of the maturity of the political culture in the country. 

The European Commission Report on the progress of Macedonia for 2006, 
developed by the European Commission commended the progress in the reforms in 
the judiciary, police, fight against corruption as well as meeting of the economic 
criteria but it also emphasizes the need for further steps in this are as well as wide 
political consensus. The Report does not propose start of negotiations for Macedonia 
membership in the EU which can be interpreted as continuation of the period of 
stagnation of the country towards its EU path. 

The Minister of foreign affairs, Mr.Miloshoski, participated on the Autumn 
Session of the Parliamentary Assembly of the NATO alliance in Iceland where 
meetings were held with the Minister of foreign affairs of Iceland as well as with US 
Congressmen. Support was received for continuation of the reforms as well as for 
NATO membership. Miloshoski also visited the United Kingdom of Great Britain and 
Northern Ireland where he met with the British Minister of Europe, with members of 
the Parliament and the Minister also delivered a lecture on the London School of 
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Economy. Minister Miloshoski also visited Hungary and Slovakia and participate on 
the Madrid Summit of the Ministerial Council of OSCE. The Prime Minister Nikola 
Gruevski visited the Republic of Bulgaria whereas good neighboring relations were 
confirmed as well as the Bulgarian support for Macedonia membership in the EU and 
NATO. 

In the October-November period Macedonia was visited by the Ministers of 
foreign affairs of Luxembourg and Slovenia as well as by delegations of Parliaments 
from Great Britain, Czech Republic and Estonia. Macedonia was also visited by 
Christopher Hill, deputy state secretary of the United States and former US 
Ambassador in Macedonia. He was awarded with the Order of “8mi Septemvri”.  

Skopje was the host of the Parliamentary assembly of the Francophonie where 
support was provided by this Organization for Macedonia’s membership in the EU 
and NATO. The Government of the Republic of Macedonia adopted a decision to 
revoke the Macedonian ambassadors in Switzerland and Hague, Mr.Mahmut Ibrahimi 
and Mrs.Dobrinka Taskovska because of breaches of the rules of engagement of the 
diplomatic representatives.  

The Minister of Defense, Mr.Elenovski, together with his colleagues from 
Croatia and Albania met the American Secretary of Defense, Mr.Robert Gates and 
during his US visit Mr.Elenovski met with White House, Pentagon and State 
Department representatives. He also met with the American-Jewish Committee and 
also visited the Arlington Cemetery. During this period the Minister Elenovski had 
working meetings with ambassadors from several NATO countries, including 
Germany, France, Holland, Norway and Denmark. In November the Macedonian 
Parliament adopted a decision (with consensus) to double the military presence of 
Macedonia in Iraq. 

Regarding the European Union integration, in November the Parliament of the 
Republic of Macedonia unanimously adopted the Resolution of Priorities for 
Accession of the Republic of Macedonia in the European Union and opening of 
negotiations for EU membership. The Parliament of the Republic of Macedonia also 
adopted a decision to establish National Council for European Integration in order to 
accelerate the activities and responsibilities of all relevant institutions involved in the 
EU accession process. 

Macedonia and the European Union signed the Financial Agreement for the 
National Program for 2007 in the frames of the Instrument for Preaccession 
Assistance as well as Framework Agreement on the rules for cooperation in relation 
to the financial aid. Skopje was also host of the fourth regular session of the Sub-
committee for Justice, Freedom and Security and Macedonia was also visited by a 
European Commission delegation leaded by Mr.Marko Benedeti, General Director of 
the General Directorate for Interpretation. The Deputy Prime Minister of the 
Government, Mrs. Konevska, met with the Minister for European Affairs of the 
Republic of Bulgaria, Mrs.Gergana Grancharova. 

Ohrid was the host of the World Conference on dialogue among religions and 
civilizations which included more than 200 spiritual leaders and representatives of 
religious communities from more than 40 countries. The Conference ended with 
adoption of joint Declaration for improvement of the dialogue and mutual 
understanding between the religions and civilizations. In this occasion, the Minister of 
foreign affairs called upon prayer for health of the Greek Patriarch Christodulous 
whose health is in bad condition. 

The bilateral dispute regarding the name differences that Macedonia has with 
Greece remains amongst the tope issues of the foreign policy of the two countries. 
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The Macedonian Ministry of Foreign Affairs expressed its concerns regarding the 
statement by the of the Greek Orthodox Church for “conquering raid towards Bitola”. 
Greece did not send its military delegation on the Seventh Session of the Chiefs of 
Staffs of the Adriatic Charter members. All other regional countries participated on 
this event. Another trivia is that, during the Olympic Games for Youth from 
Southeastern Europe in Salonika more than 100 young sportsmen from Macedonia 
were prevented to participate under the internationally recognized code “MKD” so 
they left the competition. 

The mediator in the talks between the two countries that are taking place under 
the auspices of the United Nations, Matthew Nimitz, submitted a framework for 
resolution of the problem which, among other things, requested from Macedonia to 
choose another name for bilateral use that will differ from its constitutional name. 
This proposal immediately rejected by the Macedonian Government and it reaffirmed 
the standpoint that Macedonia will not accept any change to its constitutional name 
even if it means that Macedonia will not become NATO member. This standpoint was 
unanimously supported by all state institutions and political parties.  

The President of the Parliamentary Session of NATO, Mr.Zhoze Lelo, during 
his visit to Skopje said that the name dispute with Greece is not a problem for NATO 
membership. The support of this standpoint by the United States has been confirmed 
on a briefing of the Sub-committee for Europe in the Congress whereas the Deputy 
Secretary for political issues, Mr. Nicholas Burns said that Macedonia will not be 
denied the invitation for NATO for no reason unless that reason is related to the 
criteria for membership and also that the US expects from Greece to adhere to the 
Interim Agreement from 1995. The support by US for NATO membership was 
confirmed many times, especially during the visit by the American Deputy State 
Secretary Mrs.Rosemary DiCarlo and by the US Ambassador in NATO, Ms.Victoria 
Nuland.  

During his visit to Macedonia, the former Italian Prime Minister and present 
President of the Foreign Policy Committee of the Italian Parliament, Mr.Lamberto 
Dini unambiguously said that “for the Italians, the name of this country will always be 
Republic of Macedonia” and that Greece will be isolated if it tries to block the entry 
of Macedonia in NATO. The member of the British Parliament, Mr. Michael Cornati, 
during his visit to Skopje, expressed his hope that the European Union will accept the 
country as a member under the name of Macedonia. 

The Deputy of the NATO Secretary General for political issues and security 
policy, Mr.Martin Erdman, during his visit to Skopje expressed the following 
conditions that must be met in order to be invited for NATO membership: irreversible 
and sustainable process of reforms; implementation of the reforms; finalized 
implementation of the Ohrid Framework Agreement and solid inter-ethnic relations; 
political dialogue and cooperation between the political parties; long-term guarantee 
for political stability of the country, good relations with all the neighbors; functional 
and independent state institutions; decisive and objective (transparent) fight against 
corruption and the organized crime. 

The security situation is stable, with the exception of the incident in the region 
near the border with Kosovo in October where one policeman was killed and two 
were injured. In order to maintain the stability in the border region, in November the 
Macedonian policy organized an action in the village of Brodec whereas criminal 
gang was neutralized. This gang included refugees from the Kosovo prison of 
“Dubrava”. The professional action which involved policemen of different ethnic 
background was commended by the international community.  
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The Directorate for Immigration in the Ministry of Foreign Affairs 
implemented two projects for the Macedonian national minorities in the neighboring 
country and overseas – the “Prespa” newspaper” and “Macedonian Small Theater” 
and donation was provided in IT equipment for the editorial of this newspaper. 
 
 

8.2. What remains to be implemented (activities not yet implemented ornot yet  
finished) 

 
In the upcoming period it is necessary to improve the bilateral relations with 

the NATO member states as well as with the countries that are permanent members of 
the United Nations Security Council in order to eliminate any eventuality for pressure 
on the country to change its name. In the same time it is necessary to undertake 
visible actions in that direction that will re-confirm the standpoint that Macedonia 
wants to be partner and ally with Greece and not its enemy. The smooth operation of 
the Parliament is essential in order to finalize all tasks that are set and this will enable 
to identify the real reasons for eventual postponing of Macedonia’s membership in 
NATO. 

Regarding the resolution of Kosovo status it is recommended to continue the 
support of the solution that will be supported by the US and most of the EU members 
and in the same time maintain the good neighboring relations with Serbia but, during 
the process, Macedonia should protect its national interests and the allied relations 
with the US and EU. 

The further implementation of projects and support of initiatives for protection 
of the rights of the Macedonians living in the neighboring countries will definitely 
contribute towards improvement of this status and their inclusion in the process of 
improvement of the good neighboring relations.  
 
8.3. Evaluation of potential risks from (non)implementation of particular 
procedures or from non-quality implementation  
 

The possibility for veto by Greece to our NATO membership should not be 
underestimated. The sovereign right of his country to block the enlargement process 
can not be denied and the veto threat was already demonstrated with the expansion of 
the European Union with the countries from Central and Eastern Europe as well as 
from Mediterranean in 2004. Even if that would mean isolation by all member states, 
Greece does not exclude this possibility. After this move, that would breach the 
Interim Agreement from 1995, Macedonia will have the right to leave the negotiations 
taking place in the United Nations and even undertake measures to bring back to the 
situation before the signing of the Agreement, related to the state symbols and some 
provisions in the Constitution. 

It is expected that the relations with Serbia could get worse if Macedonia 
recognizes the eventual Kosovo independence. In that case Serbia would manifest its 
dissatisfaction by openly supporting Greece in the name dispute which is something 
that is already happening in a latent manner. The relations would be improved after 
the final solution of the status in the context of realization of joint priorities and goals 
for EU membership.  

The declaration of independence by the interim Government of Kosovo will 
be an opportunity for realization of particular efforts for destabilization of the border 
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regions between Macedonia and this entity that could further jeopardize the key 
foreign-political priorities of Macedonia. Therefore, cautious approach is advised and 
better control on the border towards Kosovo, in coordination with NATO and KFOR. 
 

8.4. Overall evaluation by the expert for the reporting period 
 

There is not doubt that the invitation for NATO membership is brought under 
questions by Greece. The blocking of this process will mean direct breach of the 
Interim Agreement from 1995 (where Article 11 clearly stipulates that Greece will not 
oppose the Macedonian entry in the international organizations under the interim 
name. In the same time, the Greek Government undertakes intensive activities trying 
to gain support for its position and the results from these efforts must be constantly 
monitored. It seems that the Macedonian Government does pay sufficient attention to 
the diplomatic messages coming from the friendly countries to withstrain from actions 
that could be interpreted by Greece as provocation i.e. for manifestation of good 
neighboring relation with this country. Macedonia has no opportunities for additional 
concessions regarding the name of country and it will be useful if Macedonia re-
affirms the concessions already done in the past years to the EU and NATO member 
states. On the other side there are many manners in which Macedonia could intensify 
the good relations with Greece, even if that would mean only symbolic improvement 
of the relations.  

The adoption of the necessary laws and bylaws and their implementation is 
process for which there are no alternatives neither eventuality for postponed 
realization. There is a room for further improvement of the capacity to achieve 
consensus in the state institutions and between the political elites that will additionally 
reaffirm the maturity of the political culture and the wider consensus for foreign-
political priorities.  
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9.1. Activities implemented during the reporting period 

 
9.1.1. Police reforms 
 
The basis for police reforms is the Law on Police6 that starts with implementation 

of the 11th of November this year. For the purpose of its implementation full 
redefining of the existing and development of new bylaws was done. In order to have 
its timely implementation, the Sector for Legal Affairs and Human Resources (SPKR) 
in the Ministry of Interior (MVR) developed Action Plan for realization of the 
activities regarding drafting of the legal framework for the period 2006 and 2007.  

The Action Plans foresees activities for adjustment of the legal framework that 
regulates the work of the Ministry in the following three segments:  

·  Drafting of the bylaws that are derived from the Law on Police;  
·  Drafting of the bylaws that are derived from the process of harmonization 

of the legislation with the European standards and regulations and  

                                                 
6 “Official Gazette of  the Republic of Macedonia” No. 114/06 
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·  Drafting of the bylaws that are derived from the finalization of the police 
reforms process.  

Regarding the first segment, in order to fully implement the Law on Police there is 
a need to adopt 64 bylaws. By 7 November 2007 a total of 55 bylaws were adopted.7 
The remaining8 9 bylaws were not adopted by the Ministry in the foreseen deadline. 

Regarding the second segment, from the total of 55 laws and bylaws that are 
supposed to be harmonized with the EU legislation, 41 were adopted in the legal 
deadline. The remaining 10 are currently in the procedure of development9. Five out 
of 10 bylaws are supposed to be adopted by the Ministry of Transport and 
Communications because the Law on Safety on the Roads is supposed to move under 
their competency thus remaining with 5 bylaws that are supposed to be adopted by the 
Ministry of Interior. This group of laws includes also those laws that were directly 
related to harmonization of several laws important to start the issuing of biometric 
passports and other personal documents.  

The SPKR manifested least activity in the adoption of the laws and bylaws related 
to third segment of the planned activities – finalization of the reforms police reforms 
process – total of 70 laws and bylaws were planned and only 11 were adopted. 
However, we need to point out that here the deadlines were met and most of these 
laws and bylaws are planned for adoption in the second half of 2007 and during 2008. 
The SPKR was active in the reporting period in the adoption of 12 additional laws and 
bylaws that were not foreseen with the above mentioned Action Plan.  

In order to implement the Law on Police, the Ministry of Interior in August 
appointed the heads of 8 Sectors for Internal Affairs foreseen by the Law. The Law 
foresees changes in the manner of appointment of the commanders of the police 
stations that are appointed following proposal by the Ministry of Interior by several 
proposed candidates and their election is done by the local self-government. In this 
sense, the procedure for appointment of police station commanders was related to the 
entry into force of the Law i.e. it started on 11 November 2007 and is currently in 
implementation phase. The first commanders of police stations were appointed during 
the reporting period.  

 
9.1.2. Fight against organized and violent crime and corruption 
 
The fight against organized crime and corruption remains priority for the Ministry 

of Interior. During the reporting period, the “Snake Eye” action was carried out on 19 
November 2007. It was investigation against large number of employees of the Public 
Enterprise “Makedonija Pat” (Macedonian National Roads). These people, in the 
period between May till 19 November misused the pay tolls in Skopje, Tetovo, 
Gostivar and Veles, have misused their official position and have damaged the state 
Budget in the amount of 5 million euros. In the first day of realization of this action a 
total of 29 persons were arrested, including one deputy head of the service for 
collection, five heads and 21 collection officers.  

In cooperation with the Public Prosecutor, the hidden cameras and microphones 
were installed on the ramps of the pay tolls in order to document the corruptive 
activities of these officers. Instead of issuing cash register receipts, they were issuing 

                                                 
7 Because of the small space we will not mentioned the large number of adopted laws and bylaws. 
8 Three more bylaws were adopted at the end of the reporting period (until 30 November, after 11 
November 2007 when the Law entered into force) 
9 In this area the situation is the same as it was in our previous report for the period August- September. 
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blank pieces of paper thus taking only half of the money that were supposed to be 
paid by the vehicles.  

Speaking about the special investigation measures and activities used was also 
secret following in order to identify the network which for a longer period of time 
misused huge financial amounts that were flowing into private pockets instead of the 
State Budget.  

The activity resumed in the following days after the arrests of new persons 
involved in the criminal corruptive activities. A total of 33 criminal proceedings 
against 41 suspect were initiated most of which ended with detentions. 

According to the Ministry of Interior, this was the largest, longest and the most 
massive action of this kind, with tendency to expand the circle of perpetrators.  

During the reporting period we witnessed another well planned and organized 
action of the Ministry of Interior in the fight against organized violent crime, which 
also started to receive features of destabilization of the region in the Shar Planina 
mountain villages. It was special organized activity of the police force in the night 
between 6-7 November 2007 in the village of Brodec, known as “Mountain Storm”.  

The action was carried out against a paramilitary formation headed by the escpaed 
prisoners from the “Dubrava” prison in Pristhina (Ramadan Shiiti and Lirim Jakupi – 
the Nazi). This action lasted between 04:00 in the morning until 14:00 there were 
harsh skirmishes with the armed group. The epilogue is six dead members of the gang 
and 13 members were arrested. One member of the special police forces was hurt 
during the operation. Ramadan Shiiti was killed while Lirim Jakupi managed to 
escape from the village together with several more persons.  

Large quantities of heavy and light arms were seized. According to the experts, 
these arms could arm around 150 people that could give resistance in a period of 
several months. 

The action involved members of the police special forces of mixed ethnicity 
which was well accepted by the international community.  

 
9.1.3. Justice – reforms in the judiciary  
 
The message from the international community about the importance for 

finalization of the Council i.e. the risk that the Republic of Macedonia is facing to get 
negative remarks in the European Union Commission Report (which was expected at 
the beginning of November), as well as the message sent by the US Ambassador, Mrs. 
Milovanovic that in order to be member in the NATO alliance it is necessary to 
finalize the Council, resulted in several meetings of the leaders of the position and 
opposition and resolution of this position. 

The role of the Council in the implementation of the judiciary reforms is 
extremely important, mainly in the appointment of judges in the Administrative and in 
the Appeal Court in Gostivar and for resolution of the judges that deliver their 
function in inappropriate manner. No election of judges was made for more than a 
year, only those that met the conditions for retirement were dismissed as well as those 
that were in breach of their position. According to the Minister of Justice, Mr.Mihajlo 
Manevski, who spoke about the need to finalize the Council, around 70 positions for 
judges are vacant at the moment and additional 30 judges are necessary to be elected 
in the Administrative Court and in the Appeal Court in Gostivar. 

According to the Law on Judicial Council, beside the candidates that were elected 
on direct elections by the judges in Macedonia and by the ex officio members of the 
Council, the remaining five members are proposed by the Committee for 
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Appointment and Dismissal of the Parliament of the Republic of Macedonia 
(hereinafter: the Parliament) and the President of the State.  

The Committee for Appointment and Dismissals of the Parliament of the Republic 
of Macedonia proposed the candidates Lina Petrovska, Bujar Sabriu and Ljubomir 
Bogeski for Council members. The President Crvenkovski again proposed the same 
two candidates for Council members: Abdulselam Kanzovski and Mentor Kjoku. 
These two candidates already proposed once but were not voted by the Parliament in 
December 2006. 

On the Parliament session that was held on 04.10.2007 Mr.Bujar Sabriu was 
elected as Council member and the following day on the same session from the 
remaining four candidates elected were Lina Petrovska, Ljubomir Bogoeski and 
Mentor Kjoku, while Abdulselam Kanzoski, proposed by the President, did not have 
the required majority10.  

Efforts were made in the reporting period for election of the remaining member of 
the Council, proposed by the President, following the failed attempt to elect 
Abdulselam Kanzovski. By the end of October, the President Crvenkovski proposed 
the judge from the Basic Court Skopje, Nase Haji-Ahmetovic, as another candidate 
for the Council. The proposal by President Crvenkovski for election of Haji 
Ahmetovic was not accepted by the ruling majority because of compliance to the 
Constitutional Amendment 26, Paragraph 6 according to which the President can 
propose only one member that belongs to the minorities in Macedonia thus bringing 
into questions the realization of the Badeneteur principle in the Council.  

On 29 and 30 October the extended composition of the Council elected 19 judges 
for the Administrative Court and 11 judges for the Appeal Court in Gostivar. On the 
same session candidates were nominated for presidents of the courts, as follows: for 
the Appeal Court in Skopje, Appeal Court in Gostivar, Administrative Court and for 
the Basic Courts in the cities of Skopje, Struga, Ohrid, Resen and Krushevo. 

The process of reorganization of the courts i.e. the activities for spatial and other 
equipping and furnishing with the required administrative tools for the Administrative 
Court and the Appeal Court in the city of Gostivar are in a final phase. The 
Administrative Court will start its operation on the 3rd December 2007 and the Appeal 
Court in Gostivar is supposed to start is activities on the 5th December 2007.  

During the reporting period proposal was initiated for changes in the Law on 
Court Budget whose entry into force is foreseen to happen at the beginning of 2008. 
These changes will enable the competency to manage the funds from the Court 
Budget (which was in the hands of the President of the Supreme Court of the 
Republic of Macedonia, to be transferred into the hands of the Judicial Budget 
Council. According to the Government that proposes these changes, the goals is to 
achieve establishment of independent judiciary with greater quality of management 
with the court funds by providing key role of the management with funds by the Court 
Budget Council, where the Supreme Court will be involved only in the 
implementation of the Laws by the courts. 

According to the proposed changes, members of the newly established Budget 
Council will be the following: President of the Judicial Council, the Minister of 
Justice, the Presidents of the Supreme, Administrative, the four Appeal Courts, three 
presidents of the basic courts and the director of Academy for training of judges and 
public prosecutors (hereinafter: the Academy).  

                                                 
10 The Council members are elelcted with Badenteur majority – a total of 18 votes are necessary from 
the enthic minorities in the Parliament.  
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This proposal was evaluated by the opposition parties as “elegant” distancing of 
the President of the Supreme Court from all important competencies. 

During the reporting period, the Government advisor in the fight against 
corruption, Mrs.Monika Makovei, submitted proposal for judiciary reforms to the 
Government, by changing the provisions for retirement of the judges. Mrs. Makovei 
proposes that the judges should be retired automatically at the age of 55, following the 
Estonian experience were large number of judges were retired with administrative 
decision. The intention of Makovei is to realize the judicial reforms with young staff 
that are not subject to pressures instead of those that are the most responsible for the 
presentation situation of the judiciary system.  

This proposal was commented by the judges11 as a basis for “cleansing” in the 
judiciary where the need for replacement of many judges in the country would be 
problem because the Academy has just started to work and it is currently training the 
first generation of 27 candidates. On the other side, the Judicial Council recently 
announced a competition for enrollment of 56 vacant positions for judges and 9 
presidential positions. 

The Academy started its initial training on the 17th September 2007 for 27 
candidates. Starting from 19th November 2007 the Academy started the training of 
judges for the Administrative Court with duration of 60 hours. In the same time, in 
cooperation with OSCE, the academy had several cycles of lectures in the area of 
International Humanitarian Law, mainly for judges and public prosecutors in order to 
prepare them for undertaking of the four cases from the International Tribunal for 
Crimes in the former Yugoslavia in Hague, that happened in 2001.  

The Law on the Council for Public Prosecutors and the changes in the Law for 
Public Prosecution have extreme importance in the building of independent judiciary 
and bodies for criminal prosecution. It is also very important on the road towards the 
European-Atlantic integration. This Law was supposed to be adopted during the 
reporting period. At the end of november, following proposal by the Prime Minister, 
efforts were made for meeting of the leaders of the main political parties in order to 
resolve the disputes between the position and opposition. These misunderstandings 
were mainly about the duration of the mandate of the elected public prosecutors. The 
position proposes time limitation of the mandate and the opposition proposes that the 
mandate should be until retirement, unless there are severe breaches of the 
competencies in the realization of their function. 

During the reporting period, the Ministry of Justice resumed the reforms related to 
the Law on Criminal Procedure and the Criminal Code, there were mentioned in the 
previous Report. 

 
9.1.3. Activities of the Ministry of Justice in the fight against corruption 

 
The Government policy (including here the Ministry of Justice) for zero tolerance 

for corruptive behavior continues to take place with the same intensity. The campaign 
“Corruption Free Macedonia” resumed during the reporting period.  

The action plan of the Government for fight against corruption 2007-2011 is 
supposed to identify the specific problems and the relevant measures and activities 
that are supposed to be undertaken by the Ministries, administrative bodies and other 
state authorities in order to secure overall inclusion in the fight against corruption. 
The inter-institutional body for coordination of the activities against corruption has 
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regular meetings, strengthening the inter-institutional cooperation and exchange of 
information. On 30 October 2007 the Government adopted a Decision to expand the 
inter-institutional body to include representatives from the State Commission for 
Corruption Prevention, Directorate for Prevention of Money Laundering and the State 
Audit Office, taking into account that fact that these institutions have important role in 
the fight against corruption. On 6 November 2007 working meeting of this body was 
held in order to discuss the implementation and the specifics of the resources required 
for implementation of the Action Plan for fight against corruption.  

In the period 26 November – 9 December, the State Commission for prevention of 
corruption will implement the media campaign – International Corruption Day. A 
Manual for journalists that research in the area of corruption will be promoted by the 
end of the year. 

The State Commission for Corruption Prevention will hire five additional persons 
in order to strengthen its capacities.  

The 34th Plenary Session of GRECO took place in the period from 16 to 19 
October (these is group of states against corruption in the Council of Europe) that 
evaluated the harmonization of the Macedonian legislation for anticorruption policy 
with the Council of Europe standards in this area. It the report, GRECO concluded 
that the Republic of Macedonia successfully implemented 2/3 of the second 
evaluation session recommendations while the others are currently in the process of 
implementation.  

The new Law on Public Procurements was adopted on the 12th November 2007. It 
will enter into force on the 1 January 2008. The bylaws are currently in drafting 
phase. It is expected that the new Law will yield greater transparency in the public 
procurements which will indirectly reduce the corruptive activities in the public sector 
procurements.  

Currently in Parliamentary procedure is the Law on Fight Against Money 
Laundering and the Law on Management with Confiscated Assets, personal gain and 
seized objects in misdemeanor and criminal procedure. The Law on Lobbying is 
currently being harmonized between the Ministries.  

Another fact in the fight against corruption in the reporting period is the “Snake 
Eye” action that was undertaken together by the Public Prosecutor and the Ministry of 
Interior on 19 November 2007. More details about this will be provided in the 
analysis of the work of the Ministry of Interior.  
 

9.2. Evaluation of eventual risks from (non)implementation of particular 
procedure or from low quality implementation  

 
During the reporting period 14 members of the Judicial Council were elected. This 

Council was not completed in the deadline that was planned by the Government (end 
of September this year). There is only member left to be elected, following proposal 
by the President Crvenkovski. His proposal was rejected by the Parliamentary 
majority.  

In the area of judiciary reforms what remains is to elect the Council of Prosecutors 
that will again play significant role in these reforms. The hard attitudes for particular 
questions by the position and opposition were hurdles for the reform processes. The 
two sides accused each other for slowing down the reforms. In this period there was 
evident pressure from the international community to reduce these misunderstandings 
and the lack of political dialogue.  
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9.3. General evaluation by the expert for the reporting period 

 
 

         The commitment of the Government i.e. its relevant Ministries and institutions 
in charge to implement the activities in the area of justice and security i.e. internal 
affairs, is constant during the reporting period. The Government is faced with serious 
task of harmonization of its standpoints with the Parliamentary minority regarding the 
Law on Council of Public Prosecutors which is still one of the key tasks in the area of 
reforms of the judiciary and criminal prosecution bodies, related to the process of 
European-Atlantic integration.  

In the frames of implementation of the Law on Police majority of the foreseen legal 
acts were adopted. What remains is the election of police station commanders in 
cooperation between the Ministry of Interior and the local self-government.  
 These institutions manifest high motivation and readiness to undertake the 
reforms process in their respective parts, on the road toward European-Atlantic 
integration process. Most of the foreseen activities are being implemented in the 
foreseen deadlines, which is not the case with the completion of the Council of Public 
Prosecutors, which is important moment for further reform of the criminal prosecution 
bodies and the overal judiciary.  
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10.1.�Activities implemented during the reporting period 
 
10.1.1. Modernization, management and prevention  
 
In the reporting period October-November significant progress was achieved in the 
activities for strengthening of the policy analysis function in the Ministry of Health, 
thanks to the visit by policy advisor Mr. Wolfgang Weber who visited Macedonia 
from 5 to 14 November. The Consultant submitted the Inception Report accompanied 
with Draft Plan for its support by the end of 2008 as well as the Plan of Activities of 
the Policy Analysis Unit (EAP), established by the Minister. Meeting was held on 26 
November between the Minister and the State Secretary in order to properly define 
this function and integrate it into the structure of the Ministry of Health.  
 
The process of election of management bodies has finished in most of the public 
health institutions. In others, this process is still ongoing. A total of 284 candidates 
were selected to pass the health management training and they successfully passed the 
final exam in the Agency for State Servants. The Thursday course for managers of 
health institutions started at the beginning of October and lectures were organized and 
delivered by professors on the Medical Faculty in Skopje.   
 
The public health institutions will be additionally modernized and they will contribute 
towards improved quality of services by procuring new medical equipment. After the 
procedure for selection of company was implemented and the endorsement received 
by the World Bank, the company that was selected was INA ENERGO SYSTEM that 
will install GPS system in the emergency medical assistance and for health care.  
�
�
10.1.2. Quality of services  
 
The decision of the Government of the Republic of Macedonia (7 July 2007) to invest 
40 million euros to improve the equipping of the hospitals started its implementation 
with announcement of the international tender for procurement of equipment in 
accordance with the already developed specification; the opening of bids and 
selection of the best bidder(s) is expected to finish in December. This greatest 
investment so far in the health sector (almost 5 time larger than all other investments 
so far in the last 17 years) is focused on the general and specialized hospitals and is 
supposed to contribute towards increase of capacities of the public health institutions 
(through indirect impact on the quality of the health services).  
 
The campaign for preventive free health exams “Health For All” that started on 2 July 
in Skopje, resumed in the month of October. The feedback from the citizens was 
enormous – it is expected that the information gathered will yield a representative 
picture for prevalence of the most frequent chronic diseases among the people in 
different regions and different age groups that will indirectly contribute towards 
planning and development of prevention programs for particular target populations. In 
the second half of September there was the start of campaign for free mammography 
and PAP testing for all women in the Republic of Macedonia that have no health 
insurance, since the foreseen number of 2.000 exams was realized in the first two 
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weeks of implementation. The feedback from the field points out that the need for 
exams of this type is enormous and it is necessary to think about increase the number 
of these exams in the planning of the prevention programs for 2008.  
 
The Project for flat price of drugs all over the country has been prolonged for 
December. The Drugs Bureau explains that the reason is the unfinished international 
tender for procurement of drugs that is supposed to provide full insight in the real 
prices of the cheap and expensive drugs. Additional problem they emphasize is that 
the producers submitted prices that include their profits which was evaluated after the 
consideration of the prices done by using 5 parameters. The introduction of flat prices 
of drugs will make the drugs available in all pharmacies in the country. For this 
purpose a unique banderola will be introduced on the packing. The prognosis of the 
Drugs Bureau is that this system could be introduced at the beginning of 2008 because 
it is necessary to meet the above mentioned conditions and it is also necessary to 
spend all the existing inventories that are already stored in the pharmacies.  
The National Center for Pharmaco-Informatics in the frames of the Faculty of 
Pharmacy in Skopje developed a training plan for evaluation of information related to 
rational use of drugs, on the proofs based medicine and pharmacy. It is planned that 
the training should take place between 29 November – 21 December 2007 with 
participation from 20 people from the Drugs Bureau and the Health Insurance Fund of 
Macedonia. 
 
10.1.3. Health insurance  
 
The contract with Oxford policy management was extended in November. This 
foreign consultancy company was engaged to planned implement research of costs for 
the health services in the Republic of Macedonia. This research was implemented by 
the Center for research and policy development, together with a team of local experts. 
As a result of this extension there was additional and comprehensive field survey in 
November in all health institutions, including the newly established general hospitals, 
clinics and the private dental practitioner offices in the private health care. The input 
of information gathered on the field started in November and also developed was Plan 
for analysis and appropriate presentation that is supposed to provide the directions for 
creation of the basic package of health services (OPZU).  
 
Very intensified at the moment is the work done by the Working Group for 
identification of the basic package for health services, after the meeting and 
guidelines received by the Prime Minister and the Government of the Republic of 
Macedonia and the Minister of Health on the key issues related to present reforms in 
the health sector. The work included consideration of the directions and suggestions 
provided by the professional associations of doctors in the Republic of Macedonia 
(Doctors Chamber, the Macedonian Association of Doctors and some other 
associations of doctors). The deadline for submission of proposals was extended in 
November so they can finish all the necessary consultations and come out with 
specific draft projects. Accepted were the suggestions from the consultants engaged in 
the frames of PEK (on topic related to the basic package of health services) that 
support that attitude that the co-financing that the citizens are supposed to pay for the 
services in the private health sector should remain with the service provider. This 
change was introduced accordingly in the changes of the Law on Health Protection. 
This Law entered in the Government procedure for adoption. 
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For the first time in the Republic of Macedonia we have developed English and 
Macedonian versions of the “Steering Committee of the Health Insurance Fund of 
Macedonia” Manual which should assist the present and future members of the 
Steering Committee in decision making related to the health policy. Also organized 
was study visit of the auditors from the head office of the Health Insurance Fund of 
Macedonia to Germany in order to acquire experiences for the mechanisms of audit of 
the health services provided by the health institutions to the beneficiaries and on the 
manner of financing of hospitals by using diagnostically related groups (DRG).  

The procurement of hardware and software equipment for the Health Insurance Fund 
was successfully completed. In October 2007 the MAKPETROL company was 
selected to supply the Health Insurance Fund of Macedonia with the necessary 
equipment in accordance with the contract signed. For the first time in history, it 
enabled communication of the Health Insurance Fund of Macedonia head office with 
the 30 field offices for exchange of information in electronic manner. Further training 
of the Health Insurance Fund staff is needed for development of the database.  

10.1.4. Primary Health Care  

In accordance with the Government priorities and conditions established in the frames 
of the Program Loan for Policy Development arrangement by the World Bank, the 
Ministry of Health, as beneficiary of the funds from the Dutch Grant (DTF) provided 
to the Ministry of Finance, undertakes obligations in accordance with the World Bank 
Procedures to engage foreign expert that will assist the Working Group established by 
the Minister in the drafting of the Law on Health Institutions by the end of January 
2008. For this purpose, the Ministry of Health, during November 2007, implemented 
intensive activities for selection of the appropriate expert in this area and currently in 
implementation are activities for approval and signing of contract with the first ranked 
consultant who is supposed to develop the new Law on Health Institutions.  

In the context of starting of the overall privatization in the private health sector from 
the 1 January 2007, and in order to resolve the problems that the new concessionaires 
face on daily basis, the Ministry of Health implements a series of continuous field 
research as well as direct contacts with the doctors – concessionaires in order to 
identify the current problems and provide directions for their resolution. In the last 
week of November, the Ministry of Health developed questionnaire in order to 
evaluate the level of satisfaction of the patients from the services they receive in the 
private health care in order to evaluate the privatization effects in the private health 
care. This research will be implemented in coordination and under supervision by the 
National Institution for Health Care and the collection of information from the field 
will be implemented by the ten regional offices for health protection that will also 
have to input the data into specially developed database. The analysis of this 
information will be done in the first week of December. The final report with 
conclusions and recommendations will be available on 15 December 2007.  
 
The research results as well as the FAQs in relation to privatization will be published 
and constantly updated on the Ministry of Health website. 
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10.1.5. Stomatology 
 
The basic package of stomatology services (described in more details in the point II.3) 
is still under debate. The results from costs for the basic services in stomatology 
protection, as well as the basic package of services that will be made available to the 
citizens, will be published together with the overall basic package of health services.  
 
 

10.1.6. New generation of hospital  

In the frames of the third component to be implemented in the World Bank loan, 
assisted by the consultant, Mr. John Purvis, the Program for Organizational Theory 
and Development of Business Plans was implemented. This Project included seven 
pilot health institutions where the management teams developed business plans for 
their respective institutions as well as project proposals for capital investments. The 
Committee for evaluation of the draft plans and project proposals for competitive 
phase of the granting institution evaluated on the basis of instructions for training for 
development of business plan and the evaluator of business plans in accordance with 
particular examples for business plan as well as criteria for evaluation, provided by 
the consultant. On the basis of quality of the business plans developed, they were 
ranked. The Committee proposed adoption of 4 project proposals in competitive phase 
of the granting institution and in the frames of initially planned Budget. One of the 
winners was the Health Institution of Skopje with their project for Installation of GPS 
system that will serve the needs of emergency medical assistance. 

The expert discussion regarding the new method of payment in the hospitals, by 
introducing diagnostically related groups (DRGs), started in October. The 
Coordinator from PEK and 10 national auditors visited Kalf and Stuttgart in Germany 
in order to acquire experience about the audit mechanisms of the health services 
provided by the health institutions to the beneficiaries and on the manner of financing 
of the hospitals by implementing DRG. The practical experience acquired in the 
context of audit of implementation of the agreed type, scope and quality of health 
services that are provided by the health institutions to the beneficiaries, should be also 
implemented in the Republic of Macedonia.  

The new equipment in the total value of 40 million euros is expected to modernize the 
existing services provided in the hospitals, reduce the time for diagnose and treatment 
of majority of the diseases as well as train the health professionals on the latest trends 
in health.  

 

10.1.7. Private health  

At the end of November Macedonia was visited by Mr.Thomas Novotny, consultant 
for reforms in the public health. He resumes the activities related to audit of the 
function, organization and financing of the public health in the Republic of 
Macedonia. For this purpose, series of meetings were held with the Directors of the 
National Institution for Health Protection and his team, in order to finalize the draft 
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proposal for reforms in the function and organization of the public health in the 
country. Developed were the key documents, SWOT analysis was made as well as 
benchmarking against similar services in other countries. More advanced 
consultations on this topic were made with the directors of the regional institutions for 
health protections in Macedonia, including the Institution for Health Protection of 
Mother and Children who is supposed to get integrated in the public health system on 
the workshop that took place on 1 December 2007 in Mavrovo. Because of the large 
scope of activities approval was received during the month from the World Bank for 
temporary extension of the contract with the consultant by the end of February 2008.  

10.2. What remains to be implemented (activities not yet implemented or not yet 
finished) 

�
What remains to be implemented by the end of 2007 are all the above mentioned 
activities that were started:  

·  The remaining free medical exams;  
·  Finalization of the tender for procurement of medical equipment and drugs; 
·  Finalization of the procedure for selection of managers in the hospitals that 

will function on the principles of bind signatures; 
·  Finalization of the debate for adoption of the basic package of health services; 
·  Finalization of decentralization of the Clinical Center as well as introduction 

of new system for payment in the hospitals.  
 
All these activities are only preparation for undertaking of the key reform 
undertakings in the health and the results will be visible on a longer term.  
 

 
10.3. Evaluation of potential risks from (non)implementation of particular 
procedures or from non-quality implementation 
 
The postponed selection of the best bidder on the international tender for procurement 
of drugs (the expectations from which were to reduce the prices of the drugs) has 
postponed the introduction of order the pharmaceutical industry and regulation of the 
market. In the context of drugs we need to point out the comments of those that know 
the pharmaceutical situation – they forecast that the Health Insurance Fund will 
compensate the situations of lack of co-financing for drugs with increased co-
financing for more expensive drugs.  
 
The establishment of Unit for Policy Analysis in the Ministry of Health should be 
done as soon as possible in order to provide analytical function that will greatly 
facilitate the adoption of decisions and planning of interventions in the health sector. 
This body is supposed to replace the existing factual presentation of activities of the 
Ministry of Health with modern analytical approach. This process will facilitate the 
proofs based decision making. Special attention must be paid towards integration of 
this unit in the structure of the Ministry of Health in order to avoid influence from the 
so called “cabinet” capacity of the existing sectors in the Ministry of Health which 
have advisory role at the moment.  
 
Before introducing the DRG as a manner of payment in the hospitals, it is necessary 
to define and introduce manner of audit over the implementation, in order to avoid 
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manipulations and misuses (DRG Creep). For this purpose it is necessary to establish 
team of experts that know the manner that is supposed to develop a system of 
indicators for monitoring and identification of the problems and misuse. 
  
Greater cooperation and coordination is needed between the Ministry of Health and 
the Health Insurance Fund, especially in the identification of preventive programs that 
are under direct competency of the Ministry of Health and included in the contracts 
that are signed by the concessionaires in the private health care with the Health 
Insurance Fund (for example, the preventive program for tuberculosis is excluded 
from the prevention activities of the doctors in the private health care for 2008, as 
they requested, in order to avoid the practice that used to be of screening of 1 out of 6 
patients registered at the chosen doctor). This practice could endanger the control 
(especially when it comes to contagious diseases), although the Government/ Ministry 
of Health dedicates sufficient funds for implementation of activities but they are not 
specifically defined and cause reactions both by the doctors and patients.  
 
Greater cooperation is needed with the foreign donors and consultants in 
identification of projects (especially in relation to the EU preaccession Funds) in order 
to avoid overlapping and duplication of financing/ implementation of activities in one 
area (for example, UNICEF cooperates with the Ministry of Health in drafting project 
that could be financed by the EU IPA funds; the content of this project is to a large 
extent covered by a World Bank project and will cause unwanted duplication of 
efforts in a same area). 
 
 10.4. Overall evaluation by the expert for the reporting period 
 
The reporting period was very short in order to implement the key undertakings in the 
health sector. The conclusions and recommendations for further actions are only 
actions within which the processes that were started should move; the detailed 
analysis and evaluation can be made only by analyzing the overall processes that were 
started, those that are already in implementation or finished during 2007. Since most 
of the activities are only preparations for a marathon process which will yield results 
only after several years, the conclusion remains that there should be no rush with 
implementation. It is also necessary to plan well the implementation procedures and 
key issue is development of indicators/ parameters for monitoring of the process in 
order to provide appropriate recommendations for changes or amendments.  
 

 
�
�
�
�
�
�
�
�
�
�
�



 

 52 

��
 �� �
�������
��� � �		����
������ �
 
11.1. Activities implemented during the reporting period 
  
 
11.1.1. Construction 
 
 

 
Roads 
 
There was successful end in realization of the (first phase) of the project for 

“Reconstruction of the bridges on the M-1 highway – part of the E-75 international 
highway, on the Katlanovo-Veles section (south section of the road) and this section 
of the highway was again put into use after one year period. A total of 35 bridges 
were reconstructed and now there will be second phase of the project that is supposed 
to start in 2008.  

 
The construction of third traffic lane has started on the regional road R-106, on 

the section from Gradsko to Prilep. The funds for this construction were secured from 
the Government of the Republic of Macedonia, in the amount of 112 million denars 
(1,84 million euros) and the total length of the construction lane is around 10 
kilometers.  

 
The changes and amendments of the Law on Public Roads were adopted by 

the Parliament of the Republic of Macedonia and they have already entered into force, 
in order to approximate to the EU legislation.  

 
The development of study for transformation of the passenger sector in the 

Republic of Macedonia has resumed. The consultancy company developed a Draft 
Report and by the end of 2007 the Second Reports is expected. 

 
  

Railways 
 
 In the last Report we noted that the total transformation of the Public 
Enterprise “Macedonian Railways” (“Makedonski Zheleznici – JP MZ) is 
implemented in cooperation with the World Bank and it is based on the following four 
studies: 

·  Study for provision of public services; 
·  Study for access to the railway infrastructure;  
·  Cost-efficiency (rationalization) Study  
·  Study on Privatization 

The consultancy companies that develop these studies are supposed to submit 
the following three Reports: Inception report, Draft report and Final report. 
 In the recent period there was very active work on all these studies. The 
greatest progress was made on the Study for provision of public services. Final Report 
for this Study was already done. Regarding the Study for access to the Railway 
Inffrastructure only Inception Report was provided and Draft Report was developed 
for the Cost-Efficiency Study.  
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According to the forecasts of the first, second and third study that are related 
to the two newly established companies (Public Enterprise “MZ – Infrastruktura” and 
Public Enterprise “MZ – Transport”) should be finished by the beginning of 2008 and 
the fourth study that deals only with the Public Enterprise “MZ – Transport” should 
be finished by the end of 2008. 
 Beside the above, in the reporting period we saw two international tenders for 
procurement of basic assets (two diesel electrical locomotives and 80-160 plato 
wagons) necessary for the work of the Public Enterprise “MZ – Transport”.  
 
  

Spatial and Urban Planning 
 

The State Authority for Geodetic Works (DZGR) resumed its activities related 
to implementation of the program goals during the reporting period.  

Novelty was introduced in the work of the Cadastre (at the moment only for 
the territory of Skopje and from February 2008 for the entire Republic of Macedonia) 
– the citizens can check via the Internet the status of the property. They click on a 
special link of the DZGR website an enter the number of the property certificate or 
the cadastre parcel. 

This website started to function since last month and it served over 14.000 
visitors. 

Another important thing is that the number of presently unresolved cases (at 
the end of October 2007) was reduced to 10.800 cases (from a total of 21.990 that 
were at the end of 2005). 

There is also continuation of the construction of the new Cadastre building. It 
will be finished in August 2008. 

 
11.1.2. Transport 
 
The Ministry of Transport and Communications, in cooperation with USAID, 
organized for the second time the electronic allocation of the CEMT (Conference of 
the Ministers of Transport) licenses for the transporters. For the first time this year, 
the applications were also submitted electronically. The transporters trade union 
“Makamtrans” was involved in this process of electronic allocation. 
 
After the tender finished and the consultancy company was selected to develop the 
Study for concession model for development of the “Alexander the Great” Airport in 
Skopje and the “St.Paul the Apostole” Airport in Ohrid, the consultancy company 
NACO BV (Holland) started to scan the situation and development of the study.  
At the end of November 2007 (compared to November 2006) there was an increase of 
commercial flights and transport of passengers on the Skopje Airport “Alexander the 
Great” by 19,1%. The cargo transport has also increased by 59,7% while on the Ohrid 
Airport “St.Paul the Apostole” there was reduction in the transport of passengers by 
9,1% and 26,7% reduction of the cargo transport.  
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11.1.3. Telecommunications 
 
After the third mobile operator “VIP” started its operation in Macedonia and after the 
announcement of the intention to publish tender for fourth mobile operator, six more 
companies expressed their interest. 
 
 
11.2. What remains to be implemented (activities not yet implemented or 
finished) 
 
 The following activities are unfinished or not fully implemented in the last two 
months: 

·  Start of the project for modernization and improvement of the collection of the 
pay toll and related services (there are weaknesses in the current system for 
collection of tax for using the highway and these were not changed for years. 
Project was announced in cooperation with the World Bank for modernization 
of the system and improved efficiency in the work), that will contribute, 
among other things to reduce the corruption; 

·  The Law on Construction is still pending in the Parliamentary procedure; 
·  The adoption of the new Law on Public Roads is late. It was planned with the 

Annual Program of the Ministry of Transport and Communications to be 
adopted by June 2007; 

·  Development of Study for restructuring of the roads sector in the Republic of 
Macedonia and transformation of the system for roads management;The two 
companies that won the WiMax licenses on the tender have not yet started 
their work, although they were supposed to start in September; 

·  The realization of the announcement for fourth mobile operator is still lacking 
(although it was announced that there will be public call for selection of the 
fourth mobile operator); 

·  Lack of consistency in the fight against the urban mafia. 
 
  
 
11.3. Evaluation of potential risks from (non)implementation of particular 
procedures or from non-quality implementation 
 
 
There are numerous important risks in the implementation of the already started and 
planned future program activities of the Government in the area of transport and 
communications. The impact of these factors individually, or jointly through 
integration, could be the reason for eventual lack of success of the reforms. Some of 
these risks are the following: 

·  Because of existing political oppositions between the government and 
opposition it is possible that there will be obstruction of the reforms by 
the opposition; 

·  Prolonged implementation or late activities that were planned for 
implementation (for example, adoption of changes and amendments of 
the existing law or adoption of a new Law); 

·  The consistency in the efforts for reforms and realization of some 
projects; 
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·  Resistance to the reforms because of unclear future and fear from 
being sacked, in the institutions where reforms will be taking place; 

·  Because of the overambitious plans in implementation of some of the 
project and the short timeframe for realization of the planned activities, 
there could by partial or non-quality realization; 

·  Little time dedicated to lobbying which could be a problem in trying to 
obtain support from some international institutions for realization of 
particular projects. 

 
 
 
11.4. General evaluation by the expert for the reporting period 

 
After the successful ending of the works for reconstruction of 35 bridges on 

the M-1 highway (E-75) on the Katlanovo-Veles section, second phase of the 
reconstruction of 21 bridges of the M-1 road will follow, on the section to Bogorodica 
(the Greek border), again with financial support by NATO. The total value of the 
entire project (in all three phases) is around 35 million US dollars. The successful 
implementation of this project will have multiple importance for the Republic of 
Macedonia before the NATO Summit next year.  

Although the project was successfully implemented in the first phase, the 
question that still remains is – was it possible to better manage the works and 
reconstruct the road along the entire section of the highway (Petrovec-Veles) that was 
closed for traffic? 

 
The construction of the third lane on two sections (5,5 km and 4,2 km) on the 

regional road R-106 from Gradsko to Prilep is expected to improve the road 
infrastructure and enable easier and safer communication of the local and 
international transport. In the same time it will contribute towards quicker economic 
development of the Pelagonija region. 

 
The development of the Inception report of the study for transformation of the 

road sector in the Republic of Macedonia shows the key directions along which the 
transformation will be taking place. It is necessary to aim for core changes in this 
sector that will contribute towards introduction of competition and increased 
efficiency in the work and not just make-up changes like change of names, etc.  

In the transformation it is necessary to take into account all aspects: 
organizational, technical, social and legal. 

  
 The reforms of the pay toll fee did not happen, although the Program for work 
of the Ministry of Transport and Communication was to publish tender in the first 
quarter in 2007 and end the whole procedure during 2007.  

The recent events in this service show that there should be any postponing in 
modernization of the system for collection of the pay toll fee because the existing 
system (that has been in place since the pay toll was introduced) is obsolete since long 
time ago and is prone to manipulations. 
 
 The transformation of the Public Enterprise “Macedonian Railways”, now two 
separate companies (Public Enterprise “Macedonian Railways – Infrastruktura” and 
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Public Enterprise “Macedonian Railways – Transport Joint Stock Company in state 
ownership) continues with the development of studies by the consultants.  

The different approach towards the transformation between the current and 
previous Government is evident. This Government selected consultants that 
developed the studies for transformation and the former one, without developing a 
Study for Cost Efficiency in the work and reduction of staff, reduced the number of 
staff and then these people claimed their rights through litigation so the Public 
Enterprise “Macedonian Railways” had to pay damages. 
 

Like no other government before, this Government is very decisive in the fight 
against corruption. The most obvious examples for that is the electronic allocation of 
the CEMT licenses for the transporters, the electronic allocation of the social 
apartments, changes in the practice that used to be implemented of direct sales of 
construction land, etc 

 
 The recent introduction of novelties in the work of the State Authority for 
Geodetic Works (DZGR) such as insight in the property status via Internet, 
contributed to improve the perception that the people have towards DZGR – it is now 
one of the most reform oriented institutions in the transport and communication area. 
 
 The start of work of the third mobile operator VIP, introduced tru competition 
in the mobile telephony, which was warmly received by the users. Although the 
Ministry of Transport and Communication said by the end of this year it has no 
intention to announce tender for fourth mobile operator, it is considering the 
opportunity for development of 3G technology, together with the Agency for 
Electronic Communications, which enables multimedia transfer of information. 
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Very important for the further success of the Government Program for realization of 
reforms is the administrative capacity to implement the activities set. Political will is 
necessary as well as involvement of the wider political front – joint actions by the 
position and opposition. It is necessary that the Government and the Agency for Civil 
Servants establish working group that will include also experts from the opposition 
for implementation of the administration reforms. The administration reforms should 
be managed and owned by the Government, not by foreign projects.  
 
The relevant bodies should resolve the main problem that happens on the road of the 
fiscal decentralization process in the Republic of Macedonia – How can we make the 
fiscal decentralization be consistent with the financial consolidation of the 
municipalities? This means that the municipalities must be sufficiently strong and 
financially capable to show that they have better capacities from the central 
government to realize the local needs. In order to verify the fiscal strength of the 
municipalities, the relevant institutions in the upcoming period must carry out overall 
evaluation of the real effects from the decentralization so far – on consolidated level 
(on national level) and on individual level (for each and every municipality 
separately). The Government should be able to act for adequate fiscal consolidation of 
the municipalities and their empowering for realization of the remaining segments in 
the decentralization process – build and develop the total capacities of the 
municipalities, facilitation of their mutual cooperation and their preparedness for the 
EU standards.  
 
The initial actions of the governments should be focused towards changes and 
adjustment of the laws that regulate the work of the local self-government units to the 
modern systems for fiscal decentralization as well as towards gradual departure from 
the system of financing of the public local institutions with the so called block grants 
from the National Budget. Here we are speaking about changes in the: Law on 
Property Tax, Law on Communal Tax, Law on Personal Income Tax, Law on the City 
of Skopje, etc.  
 
Since the manner of allocation of the dedicated 3% from the National Budget of the 
Republic of Macedonia for reconciliation of differences between the municipalities 
proves to be incorrect and counterproductive due to several reasons, it is necessary for 
the relevant authorities to identify alternative manner for more efficient realization of 
this objective. Finally, it is necessary in realizaty to realize as soon as possible the 
issuing of municipal bonds as a manner of securing funds to finance capital 
investments in the local self-government units considering the fact that there is no 
local self-government unit in the Republic of Macedonia that would be capable to 
implement more serious investment project without taking loans or without issuing 
bonds. The alternative solution for realization of this goal is to improve the public-
private partnership system for investments. 
 
In the area of industrial policy, the Government should regularly monitor the 
implementation and realization of the deadlines from the Program matrix for 
stimulation of the investments. From, conditionally speaking, preparatory part of 
development of strategies and documents it can be felt that progress is made in 
moving towards operational realization and implementation through developed action 
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plans which clearly identify the responsibility and the target dates (such as, for 
example, the Program for stimulation of investments).  
 
Macedonia still needs some time to achieve full motion for the securities market, 
combined with sustainable fiscal discipline and long-term political stability, enabling 
the country to achieve investment rating. The good rating will attract foreign 
investments that will additionally improve the economic climate in the country and 
improve the financial system of the Republic of Macedonia.  
 
The recommendation in the area of knowledge based economy is that much more 
attention must be paid to increase the budget funds available for science, development 
and research. Very important is the second half of 2007 since the budget process for 
2008 is in full speed. If the intention is to increase the Budget allocation for these 
activities, the Ministry of Education and Science and the Ministry of Economy would 
have to develop specific programs and the Ministry of Finance approve funds.  
 
In this regard, in order to have maximum use of the funds from the Seventh 
Framework Program for Research of the EU it is necessary to implement campaign 
that will be focused on the companies, scientific-educational institutions, associations 
of citizens and the citizens that will inform them about the opportunities provided by 
this program and procedures to apply for finances in the frames of this Program.  
 
Since extremely important for successful use of the funds of this program will be the 
cooperation with institutions, companies and associations with the EU member states 
and other candidate countries, support is needed in the realization of this cooperation 
by the Ministry of Education and Science. 
 
The Government of the Republic of Macedonia should soon identify mechanisms that 
would stop the agony of postponing of adoption of the new Law on Higher Education. 
If this is not done as soon as possible than once again the changes in the area of 
education that are awaited so much will be postponed and the public universities will 
continue to be in a less favorable position compared to the private universities. 
 
The lack of coordination between the Ministry of Education and Science and the local 
government will intensify in the upcoming period the problems between the central 
and local government. This will continue to be reflected in the further drop of quality 
of the elementary and secondary education. 
 
In the area of improvement of quality of education it is also necessary to have 
consistency in the implementation of activities that have been started regarding 
external assessment and introduction of state Matura. In this regard it is very 
important to implement campaign for promotion of the importance and effects from 
education, focused towards parents, teaching staff, students and public. It seems that 
the absence of these activities is one of the reasons because of the current resistance 
towards introduction of the state Matura and other innovations in the education. 
 
In the area of agriculture  it is necessary to adopt the law and the national strategy for 
agriculture and rural development as soon as possible because these are the key 
documents for implementation of the agricultural reforms that will bring Macedonia 
closer to the European Union and enable use of funds from the preaccession funds. 
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As a candidate country, Macedonia should do a lot in the area of agriculture to 
harmonize with the EU agricultural policy. Beside the laws it must reform the state 
administration, including the Ministry of Agriculture as a leading institution. 
 
Regarding the allocation of agricultural land in the upcoming period it is necessary to 
pay special attention on the control of the contracts signed. The slowdown of the 
Credit Fund should be resolved in the upcoming period in order to successfully use 
favorable loans for the farmers. 
 
In the area of foreign affairs to receive invitation for NATO membership in 2008, 
maximum lobby efforts are necessary, achieve internal political consensus on the 
reforms as well as additional efforts in the process of resolution of the name dispute 
with Greece before decision is made for invitation to Macedonia to join NATO, which 
can be one of the obstacles for such invitation.   
 
In the same time, the Republic of Macedonia must continue the fight against terrorism 
which can be one of the key factors for eventual invitation for NATO membership. 
 
The Government o the Republic of Macedonia should continue its constructive policy 
in the process of resolution of the Kosovo status, continue to support the plan of Marti 
Ahtisari and advocate that it is against any withdraw of the borders, which is one of 
the principle of the modern international law and UN Charter principle. Pledging it's 
not enough, but a demand of hard guaranties for not changing the borders.  
 
Since the Government is ready to discuss with the opposition in trying to resolve the 
reform barriers in the judiciary , mechanisms must be identified and resume the 
discussions and negotiations in order to finalize the Judicial Council.  
 
The late judicial reforms are direct product of non-cooperation between position and 
opposition parliamentary political parties regarding the establishment of the Council. 
It was, and still is, one of the key remarks of the European Commission and NATO. 
We need to take into account and consider very seriously that this situation is 
manifested as a lack of dialogue between the Government and opposition and the lack 
of good will to implement the necessary reforms.  
 
In the area of health it is urgently needed to start the implementation of the reform 
activities in the stomatology: as it was already said, no activities were undertaken in 
this area so it is not possible to evaluate the risk from implementation/ non-
implementation of these activities.  
 
In the context of drugs, in the field of pharmaceutics it might happend the Health 
Fund to compensate the lack of co-financing for drugs with increase of the co-
financing for the more expensive drugs.  
 
It is unknown whether the Ministry of Health has any plan for training of the health 
professionals that would be operating the equipment expected to arrive in the 
hospitals in the upcoming period.  
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In the area of transport and communications it is evident that there is no greater 
investments in basic assets in the public sector. For example, the financial structure 
for construction of the ring road around Skopje: from the total funds necessary, 72% 
came from the European Bank for Reconstruction and Development (EBRD) and 
28% from European Investment Bank (EIB). The funds necessary for expropriation 
and supervision over the construction works are secured from the National Budget of 
the Republic of Macedonia.   
 
All Governments so far were committed to finalize the road infrastructure in the 
Republic of Macedonia by using the concession model but this was only through 
declarations, expecting that they will receive roads but invest no money. However, 
after scanning the complex conditions for concession they immediately withdrew. The 
current Government should use the previous lessons of omissions made from the 
former Governments and make positive step that will be applied in the approach to the 
concessionaires.  
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Annex 1 Methodology and purpose of this Report 
�
In order to include the most significant achievements of the Government in the above 
mentioned areas we monitored the activities undertaken by several institutions: the 
Government of the Republic of Macedonia, the appropriate Ministries, various 
government services, bureaus, government agencies, state enterprises, the Parliament 
of the Republic of Macedonia, etc.  
 
This report, same as the previous two reports, aims to provide an overall picture on 
the reforms planned and realized by the Government through constructive and 
comparative analysis of the Action Plan of the Government and the implemented 
activities. The main idea is that the citizens continue to be informed in details about 
the political initiatives and activities of the Government, against the analysis 
published.  
 
We hope that this two-month Report, in which are included expert analysis of the 
work of the Government and the Ministries, will serve as usefull cognizance for 
reexaming its work and for its improvement.  
 
This two-month report continues to monitor the progress in implementation of the 
programs and reforms of the coalition Government of the Republic of Macedonia by 
evaluating the risks from insufficient or non-quality implementation of each of the 
areas included in the Report.  
 
The third Report for the “Leadership Monitoring” project of the OHRID Institute for 
Economic Strategies and International Relations includes the time period August-
September 2007 (these are the months in which the Government of the Primer 
Minister, Mr.Nikola Gruevski, is exactly one year in power).   
 
In this Report the basis to evaluate the performances of the Government is the 
Program for Work of the Government of the Republic of Macedonia12, developed in 
September 2006. Most of the content of this Program is related to the steps necessary 
in the election program of VMRO-DPMNE – “Rebirth in 100 Steps” but there are 
also additions from the pre-election programs from other coalition partners. This 
program is the basis platform for work of the Government in its four-year mandate.  
 
The monitoring is carried out by the followung 10 independent experts that covered 
their respective areas of proven expertise: 
 

- Tome Nenovski, PhD, Fiscal and monetary policy 
- Marjan Nikolov, MA, Trade and industrial policy�
- Snezana Mojsoska, MA, Knowledge economy�
- Ilo Trajkovski, PhD, education�
- Ljupco Toshev, MA, Agriculture�
- Vasko Naumovski, MA, Foreign affairs�
- Dushko Stojanovski, PhD, Internal affairs�
- Jaroslav Karandzinski, MA, Health�
- Goran Mijoski, MA, Transport and communications + Sport�

                                                 
12 This program is the basic action platform of the Government it ins four-year mandate period.  
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The expected outcomes and benefits from the "Leadership Monitoring" Project for the 
Macedonian society are multuple. The main expectation is that the Government 
accountability towards the public will be increased, its measurement and evaluation 
and also making sure that the Government uses this reports as a tool for greater 
development and progress. Overall, the monitoring reports are expected to contribute 
for better democratic climate and improvement in Macedonia.�
�
�
�
�
�
�
�
�
�
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Annex 2:  Methodology 
 
This Report is based on the approach and analytical framework that were elaborated 
in the previous two reports for monitoring of performances of the Government of the 
Republic of Macedonia in the focused areas. The expert reports were developed on 
the basis of the general methodological framework set in the “Leadership Monitoring” 
Project where the main purpose of the Project is to monitor the reforms of the 
Government of the Republic of Macedonia. This report is result of the knowledge 
acquired from monitoring the activities undertaken by the Government of the 
Republic of Macedonia in particular areas in the two-month period August-September 
2007.  
 
In accordance with the previous two Reports, this third Report is structured so that it 
is focused on the following:    

 
·  Activities implemented during the reporting period; 
·  Providing answer to the question: what remains to be implemented i.e. what is 

not yet implemented or not yet finished; 
·  Evaluation of the risk from non-implementation of particular procedures is 

non-quality implementation; and 
·  General expert ealution for the reporting period.  

 
These are the main components of the expert reports in a structural sense. The general 
Report of this project starts with overview and ends with specific/ general 
recommendations.  
 
The third Report is also focused on the activities realized in the monitored and 
analyzed period as well as on the activities that need to be realized. At the end each of 
the experts that developed the Report provided their opinion for the issues realized 
and what remains to be realized by providing specific recommendations for the area. 
 
The methodology used to develop the third report is the same methodology that was 
used to develop the first and the second reports. It is general and unified methodology 
embedded in all reports produced in the “Leadership Monitoring” project. It 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;  
·  Development of Risk Assessment from insufficient or non-quality 

implementation; 
·  Development of Progress Repotr regarding the implementation of what was 

planned. 
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The ascertainments and assessments are based on the information collected from 
consideration of the available written materials and documents but also from 
interviews with experts and responsible officials in the respective institutions.  
 
Before starting to measure the Government performances in the period August-
September 2007, the experts were using Performance Based System Matrix that was 
also used for the firs report, initially developed by the OHRID Institute team. As a 
base for the Matrix, the experts used the Government Program but also the election 
programs of the political parties now members of the Government coalition. These 
matrixes are powerful instruments to evaluate the performances of public projects. 
They are being successfully used by many countries in the world. 

 
  

Picture 1: Format of the Perfmance 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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