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Introduction 
 

The Observatory for small and medium enterprises of the Republic of Macedonia started 

its activity in 2004. Currently, the Observatory is part of the Agency for Promotion of 

Entrepreneurship of the Republic of Macedonia. The main task of the Observatory is to 

conduct an overview of the nature and performance of the SME Sector in the RM. This 

involves, more specifically: 

- collecting data and information from primary and secondary sources, and from 

institutions and organisations dealing with the SME sector; 

- creating data bases 

- continuously updating the data bases 

- conducting surveys among entrepreneurs and owners and managers of small and 

medium enterprises. 

- analysing collected data and information 

- preparing the annual report of the Observatory 

 

This version of the Annual Report of the Observatory shows the situation of the SME 

sector in RM at the end of 2004. The Report is set out in 8 chapters, which examine key 

characteristics of the SME sector in the RM and comment upon the conditions which 

SMEs face on a day to day basis. The Report was prepared during 2005 and is 

principally based upon data obtained from the Central Registry, the State Statistical 

Office, and the Fund for Pension and Invalidity Insurance. Some data, obtained from 

different institutions which are active in specific areas which are covered in the Report, 

has also been accessed in the preparation of this document. The structure of the report 

is now examined on a chapter by chapter basis. 

 

Chapter 1 of the report, describes the macroeconomic situation facing the RM and 

highlights key aspects of the performance of the economy. The situation in the real 

economy remained broadly stable during 2004. The rate growth of GDP in real terms in 

2004 was 2.9%, compared to 2.8% in 2003, although these figures lag well behind the 

figures which were reached at the beginning of the transition process, before the internal 

security problems of 2001. The unemployment situation shows a small deterioration, up 

from 36.7% in 2003 to 37.2% in 2004, however, this modest detioration has to be set 
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against the continuous rise in the numbers of the unemployed which can be traced back 

to 2001. 

 

The 2004 inflation figure shows a marked improvement on those of recent years, falling 

from a figure 5.8% in 2000 to -0.4% in 2004. This fall in prices, has helped temper the 

deflationary effects of the falling level of industrial output and the increased  

unemployment, working to increase the real value of those incomes which were being 

earned, and in this way propping up consumer purchasing power.    

 

The second chapter of the report covers issues related to Legal Framework which 

enterprises work within in the RM. This year’s report can point to the adoption of a 

number of important laws which directly impact upon the performance of the enterprise 

sector. Prominent among of these are: 

- the Law on Trade Companies 

- the Law on Trade 

-the  Law on Crafts Activities. 

In addition to the adoption of new laws, the authorities in the RM are also working to 

implement recommendations relating to the adoption of EU practice in the country. 

Reforms made in the legal and judiciary system remain one of the main priorities of the 

Government of the RM.  

 

The third chapter sets out the principal characteristics the SME Sector - its size and 
structure, and the following topics are dealt with: 

- the number of registered and active enterprises 

- the number of active enterprises by industrial sector. 

- the number of enterprises by ownership type. 

At the end of 2004, there were approximately 50,000 active1 enterprises in the RM. This, 

figure represents only 29% of the total number of enterprises which were registered in 

2004 (170 000).  

 

This figure is much higher than would be expected in a country, which in the past has 

not had the easiest or most transparent of new enterprise registration procedures. This 

                                            
1 Active means that these enterprises were engaged in business (the English expression is that 
they were trading) 
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is partly to be explained in a number of tax advantages which were available to 

registered enterprises but not individuals. Over time it is to be hoped that the divergence 

between the number of registered enterprises and the number of active enterprises will 

be significantly reduced. In  this respect it would be most helpful if the authorities would 

review the procedures relating to “striking enterprises off” the register. 

 

Other important characteristics of the dynamics of the SME sector included: 

- the trade sector (retail and wholesale) dominates having 51%of all enterprises; 

- the greatest concentration of enterprises is to be found in Skoppje (34%) 

- private enterprises far outweigh other types of business (99%).  

 

The fourth chapter deals with foreign trade. In the section on SMEs and Foreign Trade 

the performance and ability of  Macedonian enterprises to export, as well as, the volume 

of foreign imports coming in the country is shown. Although the value of exported goods 

and services has been on a year to year basis, reaching 1.6 billion USD at the end of 

2004, the trade balance remains the same, showing a deficit due to the value of imports 

whicg are also increasing to record a total of 2.9 billion USD in 2004. In total, the value 

of trade in RM in 2004 was 4.5 billion USD. The reason for such difference in the value 

of imports and exports lies in the low quality standards practiced by Macedonian 

enterprises. 

 

In terms of the destinations of Macedonian exports, the most important countries are 

located in the South East Europe region, notably Bulgaria and Serbia and Montenegro. 

After this Germany, Greece and Italy are next in importance as destinations. Of lesser 

importance is export trade with China and USA. 

 

The RM is a signatory of a number of multilateral and bilateral trade agreement  Among 

the most  important of these are:  

- trade agreements with EU member states; 

- the EFTA  trade agreement , and 

- bilateral trade agreements with the countries of the SEE region. 

 
Information on SMEs and Employment is contained in the fifth chapter in the Report. It 

provides a broader picture regarding the employment in the enterprises. In 2004 the total 
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number of employees in Macedonian enterprises was approximately 260,000 persons. 

The average number of employees per enterprise in 2004 was 6.  Small and medium 

enterprises account for most of the employment which exists in the RM (80%). 

 

Looking at the distribution of employees across industrial sectors, it is the manufacturing 

sector which is the largest employer among small and medium size enterprises, 

employing around 100 000 people (or 40% of the total number of employees). Other 

important sectors in employment terms are trade (retail and wholesale) and  

construction.  

 

Analysis of employment by location shows that the largest number of employees is to be 

found in the city of Skopje. In all other population centres the numbers employed, 

basically foolows the numbers of inhabitiants . 

 

Finally, when it comes to employment, it is no surprise to discover that it is private sector 

enterprises that are the source of most of the jobs which were available in the RM in 

2004. 

 

The sixth chapter deals with topics related to the Taxation and Finance of SMEs. This 

starts with a overview of taxes on enterprises. Such taxes include: 

- Value Added Tax; 

- Profit Tax; 

- Property Tax; 

- Excise Tax; 

- Personal Income Tax; 

- Insurance and Social Contributions; 

- Custom fees, etc. 

 

The situation regarding these taxes in the RM is then set out. 

 

Following this, attention turns to the consideration of the lending conditions and financial 

support schemes for enterprises, notably: 

- conditions for lending (interest rates, repayment period, different credit lines, etc). 

- difficulties which banks face relating to lending to SMEs 
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- obstacles incurred by SMEs when applying for loans, 

- the rapid development micro-credit market in the RM.. 

 

An examination of the Financial State of SMEs is the basis of the seventh chapter of 

the Report. This part of the report deals with topics which are fundamental to the 

profitability of SMEs.. From the financial data set out in the report, it can be seen that the 

value of profits in small enterprises has been increasing from 2002 onwards. Among the 

SMEs, the most profitable sectors in 2004 were manufacturing and trade.. Paradoxically, 

it is also these sectors which record the highest losses incurred by SMEs in the RM.. 

 

The chapter draws to a close with an examination of the average monthly salary. In 2004 

this varied from 100€ to 150€ depending upon the particular sector examined. 

 

The concluding section of the report looks at investment in improving Standards and in 
R&D. Although, these activities are not well established in the RM, ther reamin important 

in terms of the future performance of industry in the RM. It is disappointing to note that 

for too many businessmen in the RM, expenditure on R&D or in improving standards is 

regarded as an expense or cost to the enterprise, rather than an act of (long-term) 

investment. 

 

An analysis of the balance sheets of all active enterprises in 2004, shows that only 2 

small, 21 medium and 31 large enterprises have invested in R&D activities2, and the 

total value this investment was around 1 million EUR. 

 

In conclusion I would like to state that the Observatory for small and medium enterprises 

in the RM, in future, will continue to carry out the same activities, and, indeed, will strive 

to improve its reporting of the performance of the SME sector in the RM. When it comes 

to reporting and the presentation of its findings the Observatory can be relied upon to 

continue its mission in a most professional and objective fashion.   

 
Vladimir Sarac, 
Director of the Agency for Promotion 
of the Entrepreneurship of the Republic of Macedonia                                                                                
                                            
2 where such investments are specifically entered as a asset on the balance sheet 
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Chronology 
 

Year Main Landmarks affecting business climate and 
entrepreneurship 

1991 
 Independence. Macedonia declares independence from Yugoslavia and secedes, 

the only republic to do so peacefully 

1992  Economic crisis. Inflation: 1 780% 

1993 

 Joins the UN 

 A new government is formed, with Albanian participation 

 Economic downturn 

1994 

 Population Census 

 Privatisation process starts  

 Introduction of the IMF Programme to restore macroeconomic stability 

1995 
 Trade embargo from Greece 

 UN sanctions FYR Macedonia 

1996  Law on Trade Companies enacted 

1997  Devaluation of Denar 

1998 

 Law on Handicrafts enacted 

 Strategy to attract FDI 

 Development of Financial Market 

 Real GDP grows by 3.4% 

 Exports increase faster than imports for the first time since independence and 

foreign investment exceeds all previous years' FDI   

1999 

 The Kosovo crisis sends 360,000 Albanians fleeing the Serbian province and into 

neighbouring FYR Macedonia. Tensions rise.  

 Law on Banking and Securities enacted 

2000 

 Introduction of VAT 

 Real GDP in 2000 grows by 4.6 percent, making it a five-year continuous 

economic expansion.  

 The customs legislation of Macedonia enters into force ensuring compliance of 

FYR Macedonia with European Union standards 
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2001 

 Conflict. Rebels attack police in the border village of Tanusevci on 18 February, 

triggering the conflict 

 Signature of Framework Agreement and Demilitarisation Accord 

 GDP annual growth rate of -4.5% 

2002 

 Population Census  

 Parliamentary Elections 

 Parliament approves changes to the Law on Trading Companies, creating a 

Companies Law designed to facilitate foreign direct investment. Reforms include 

significant changes to the initial registration process, and a re-definition of the 

rights and responsibilities of both directors and shareholders 

 In June 2002, Parliament passes the “e-Declaration,” a statement of commitment 

by the government to fast-track electronic commerce 

 FYR Macedonia signs Agreement for Association & Stabilisation 

 Government approved National Strategy for SMEs 

 Law on Micro-financing Banks enacted 

 GDP annual growth rate of 0.9% 

 

2003 

 FYR Macedonia becomes a member of the European Charter for small enterprises

 FYR Macedonia joins the World Trade Organisation (WTO) 

 Law on Agency for Promotion on Entrepreneurship was adopted 

 Stand-by Arrangement with the International Monetary Fund (IMF) is singed  

 On 1 April, amendment to the Law on Value Added Tax (general tax rate 

decreased from 19% to 18%) went into force 

 Law to foster Employment was adopted 

 Law on State Aid was adapted. Support can be granted to SMEs to contract 

consulting and training services in order to improve their market performance 

 GDP annual growth rate of 2.8% 

2004 

 .New Law on Trade Companies 

 New Law on Trade 

 Law on Craftsmen Activities 

 Several bilateral Agreements signed 

 Entire implementation on the Law for money laundry 

 Financial police was established and equipped 

 Discussions for new IMF arrangement 

 GDP annual growth of 2.9% 

 1 EUR = 61.5 MKD 
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1. Macroeconomic situation 
 

1.1 The Macroeconomic Situation in the Republic of Macedonia 
 
As a country wishing to become a part of the European Union, the Republic of 

Macedonia is trying seriously to implement the recommendations of the European 

Commission which is monitoring the performance of the country in a number of different 

respects. Macroeconomic stability will play an important role in helping the authorities to 

meet the conditions which will apply to accession to the EU. Key macro economic 

indicators, for 1999 to 2004, are presented in the table1.1: 

 
Table 1-1. Basic Macroeconomic Indicators 

 

  1999 2000 2001 2002 2003 2004 

(%)       
Real growth of GDP 4.3 4.5 -4.5 0.9 2.8 2.9 
Inflation (cost of living, average) -0.7 5.8 5.5 1.8 1.2 -0.4 
Industrial production (growth rate) -2.6 3.5 -3.1 -5.3 4.5 -2.1 
Employment growth 1 0.8 9 -6.3 -2.9 -4.1 
Unemployment rate 32.4 32.1 30.5 31.9 36.7 37.2 
(in million USD $)       
GDP 3 409 3 855 3 814 3 979 4 133 4 220 
Export 1 190 1 321 1 155 1 113 1 359 1 672 
Import 1 686 2 011 1 682 1 917 2 211 2 794 
Trade balance -496 -690 -526 -804 -852 −1 122 
Foreign exchange reserves 450 714 775 734 903 986 
External Debt 1 490 1 488 1 505 1 635 1 813 2 029 
FDI 32 175 439 77 97 150 
Source: Ministry of Finance       

 
Over the year 2004, the macroeconomy has remained more stable, than in previous 

years where large swings in key variables were noted. 

Real growth of GDP was at its highest in 2000, when it was 4.5%. However, due to the 

security crisis in 2001 in the RM, real growth of GDP decreased by 9.0%, so that during 

2001 “growth” of -4.5% was recorded. The downturn in productive activity was recorded 

across almost all sectors, except in the public sector, where government final 

consumption increased in real terms by 29.7%. After 2001, the situation stabilised 

somewhat, with an increase in real GDP of 0.9% in 2002 and 2.8% in 2003. The 

relatively high expectations for 2003 and 2004 (3.2% and 3.8%) were not realised and in 

2004 the real growth of GDP was 2.9%. 
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Despite the positive growth of output, in real terms, industrial production decreased by 

2.1% over the year 2004 (n 2003 it had been +  4.5%). This is a worrying development 

which will have grave effects on unemployment should it continue over time. 

Unemployment is the most serious macroeconmic problem which the RM faces. During 

the period 2000 – 2004 the rate of unemployment has increased from 32.1% to its 

current level of 37.2%. This increase in unemployment may, in part, be a feature of the 

shake-out of labour resulting from the restructuring of privatised enterprises, with hidden 

unemployment and over-manning being turned into increases in the number of persons 

registering as unemployed. 

Inflation in the RM has been decining in recent years, the rate falling from 5.5% in 2000 

to 1.2% in 2003. For 2004 a fall in prices of 0.4% has been recorded. 

Foreign trade patters are often a barometer of the strength of the macroeconomy. In 

2004, the value of exports higher than previous years, amounting to 1 672 million USD. 

However the country was running a trade deficit  of 1,122 million USD. This was the 

result of the level of importing with imports increasing over recent years to reach the 

value of 2,794 million USD in 2004. As a consequence of the worsening of the Balance 

of Trade over the period 2000-2004 the external debt of the country continuously rose to 

reach the sum of 2,029 million USD by the end of 2004.  

One encouraging macroeconomic feature is to be seen in the data relating to the value 

of the Foreign Direct Investment coming into the country. In 2004 the value of such 

investment reached 150 million USD, compared with figures of 77 million USD in 2002. 

However this merely represents some recovery from the fall in FDI which followed the 

security crisis in 2001. The figure for FDI for 2001, it should be noted, was 439 million 

USD.  

 

1.2  SMEs and Value Added  
 

Value added at base prices is the balance between gross output and intermediate 

consumption3. The value added of enterprises in 2003 increased by 13,072 million MKD 

in comparison to 2002, representing a percentage increase of 6%. Such a trend is a 

feature of the small and medium enterprises, the large enterprises suffering from 

declines in their value added. Value added in small enterprises, during the period 1999-

                                            
3 GDP of the Republic of Macedonia State Statistical Office. Skopje, 2003. 
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2003, increased by 26%. In 2003, the medium sized enterprises, also increased their 

vale added in comparison to the previous year by 19,676 million MKD, this being 2.1 

times greater than the value in 2002. The growth in the value added of the medium sized 

enterprises, however, was not continuous over the period 2000 to 2004, with 2002 

showing areverse in the trend resulting from the effects of the security situation in 2001.  

 
Table 1-2. Value Added by type of enterprise 

 

  1999 2000 2001 2002 2003 

 (Basic prices, billion MKD)      
Small 76.6 83.8 86.6 90.8 103.4 
Medium 23.8 26.4 28.6 18.2 37.8 
Large 74.3 81.8 74.1 83.0 63.8 
Total 174.7 192.0 189.3 192.0 205.0 
 (%)      
Small 43.9 43.6 45.7 47.3 50.4 
Medium 13.6 13.8 15.1 9.5 18.5 
Large 42.5 42.6 39.2 43.2 31.1 
Total 100.0 100.0 100.0 100.0 100.0 
Source: State Statistical Office      

 
 

The table on page 19, shows value added at base prices by the industrial sector for 

2003. Small enterprises contributed the lion’s share of the total value added of the sector 

in the agriculture, hunting and forestry, trading and construction sectors (27.9, 19.3 and 

7.9 million MKD respectively). In the  transport, storage and communication sector the 

greatest contribution to the value added of the sector came from medium sized 

enterprises, while for the manufacturing and the electricity, gas and water supply sectors 

it was the largest enterprises that made the greatest contribution. 

 
Table 1-3. Value Added by sectors 

 

2003 

(Basic prices, billion  MKD)    
Sector Small Medium Large 
Agriculture, hunting and forestry 27 954 633 1 084 
Fishing 27 − − 
Mining and quarrying 277 179 533 
Manufacturing 15 074 7 168 17 409 
Electricity, gas and water supply 216 1 051 10 511 
Construction 7 977 3 211 2 349 
Wholesale and retail trade 19 307 4 231 4 743 
Hotels and restaurants 3 170 1 065 418 
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Transport, storage and communication 3 623 8 910 8 529 
Financial intermediation 52 -1 5 916 
Real estate, renting and business activities 6 569 1 109 776 
Public administration and defence 4 895 6 061 6 028 
Education 9 133 303 − 
Health and social work 2 536 3 088 4 273 
Social and personal services 3 457 850 1 195 
Extra-territorial organisations and bodies − − − 
Source: State Statistical Office    

 
1.3 SMEs and Gross Output of Production 

 
Gross Output of Production (GOP) is considered to be the value of goods and services 

produced in the course of one year, regardless of whether the whole production is sold 

or not (i.e. it includes additions to  stock).  

 
Table 1-4. Gross Output of Production by sectors 

  2000 2001 2002 2003 2004 
(Basic prices, million  
MKD)                     
Sector Small Medium Small Medium Small Medium Small Medium Small Medium 
Agriculture, hunting and 
forestry 40 484 3 755 42 825 2 744 44 156 1 645 53 576 2 693 6 362 2 720 
Fishing 71 11 72 6 93 2 76 0 86 − 
Mining and quarrying 865 469 544 666 768 242 814 493 1 059 507 
Manufacturing 30 953 25 006 30 803 26 087 34 100 12 431 33 766 21 097 48 073 29 611 
Electricity, gas and water 
supply 483 1 553 559 1 446 606 2109 485 1557 565 1 384 
Construction 18 491 7 580 16 444 7 610 19 840 5 268 23 102 9 073 19 377 14 058 
Wholesale and retail trade 31 490 6 325 29 559 9 089 32 480 5 841 32 494 7 166 116 991 40 933 
Hotels and restaurants 3 640 1 505 4 080 889 4 791 691 4 711 1 649 4 439 933 
Transport, storage and 
communication 13 083 6 598 13 063 6 523 12 808 1 506 13 245 16 728 22 563 18 212 
Financial intermediation 39 − 100 − 401 − 464 16 1 067 1 074 
Real estate, renting and 
business activities 10 573 1 784 11 740 1 981 12 806 547 12 458 2 174 12 978 4 102 
Public administration and 
defence 1 053 10 664 2 411 − 9 012 8 106 21 7 
Education 8 252 1 985 8 511 1 673 8 634 2 207 11 056 685 678 − 
Health and social work 3 867 4 745 4 717 6 376 5 490 4 515 4 503 4 964 1 267 328 
Social and personal 
services 6 171 1 449 6 523 1 291 6 700 1 528 6 606 1 489 2 636 1 463 
Extra-territorial 
organisations and bodies 3 − 9 − − − − − − − 
Total 169 518 62 775 170 213 66 383 184 084 38 532 206 368 77 890 238 162 115 332 
Source: State Statistical 
Office                     
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Table 1.4 above, shows the Gross Output of Production for all small and medium 

enterprises during the period 2000-20044. The trend in GOP for the small enterprises is 

one of continuous growth. Compared to the year 2000, in 2003, GOP in the small 

enterprises was 21.7% higher, and 11.2% higher than 2002. GOP  for the medium sized 

enterprises shows overall growth 2000 to 2003, however the figure recorded for 2002 

(38..5 million MKD) was 1.7 times smaller than the value in 2001 and 2 times smaller in 

comparison to 2003. In 2004, the total turnover of SMEs in the RM was 353,503 million 

MKD. (5 billion EUR). 

 
Table 1-5. Gross Output of Production by type of enterprise 

 

2003 

(Basic prices, million MKD) 
Small 206 368 
Medium 77 890 
Large 146 809 
Total 431 068 
(%)  
Small 47.8 
Medium 18.1 
Large 34.1 
Total 100.0 
Source: State Statistical Office  

 
 

The contribution to the Gross Output of Production from small, medium and large 

enterprises in 2003 is presented in the table 1.5. It can be seen that in 2003 small 

enterprises contributed the most towards GOP (47.8% of the total), whereas medium 

sized enterprises contributed 18.1% and large enterprises contributed 34.1%. 

 

 

                                            
4 Since the data for Gross Output Production for enterprises for 2004 are not yet published, data on 
Turnover of enteprsies registered by the Law on Trade Companies is considered 
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2. Legal Framework 
 

2.1 Review of the legal framework in the Republic of Macedonia 
 
At the time of the independence of the country in 1991, the legal framework was that 

which had been established under the Yugoslavian Federation. However, as a result of 

the the need to quickly move towards “European” style practices, amendments to the 

existing legal framework became necessary.  Hence the Government of the Republic of 

Macedonia is committed to reduce and to remove those aspects of the existing 

legislatgion which are at odds with the prevailing code of law across Europe, as 

identified in the process of the harmonisation of legislation and the adoption of the 

acquis communitaire. 

 
2.2 Legal Framework for Small and Medium Enterprises 
 
In the Republic of Macedonia, the work and activities of SMEs are defined by many 

laws. These laws regulate particular aspects of the behaviour of entrepreneurs and 

SMEs, in some cases directly, in others indirectly. There are 65 laws which define the 

work and activities of enterprises. However, none of these concern only SMEs. There is 

a body of legislation dealing with the financial affairs of enterprises, another body of 

legislation covering employment, human resources and employee relations, while the 

reaminder of the legislation covering definitions, registration procedures and the 

commercial operations of enterprises.. 

 
2.3 New, changed and amended laws for SMEs 
 
In 2004, a number of laws dealing with SMEs were introduced and adopted, and a 

number of thers had amendments made to them. Eight laws and one regulation were 

completely re-drafted, effectively meaning that new laws were created,  and in 8 other 

cases the laws were amended. 

 

The “new” laws whoich were adopted in 2004 were: 

- the Law on Trade Companies 

- the Law on Craftsmen activities 

- the Law on Trade 

- the Law on Customer protection 
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- the Law on Catering 

- the Law on Tourism 

- the Law on Public Procurement 

- the Law on Establishment the Agency for Foreign Investments 

- and the Regulation seeting out the basic acceptable technical conditions for business 

premises and premises in which trade activities are performed 

 

The laws which were amended were the folowing: 

- the Law on bankruptcy 

- the Law on the National Bank of the Republic of Macedonia 

- the Law on registration of cash payments 

- the Law on Value Added Tax 

- the Law on administrative taxes 

- the Law on competition 

- the Law on communal activities 

- the Law on Intellectual Property Rights. 

 

 2.3.1 Classification of Enterprises 
 
According to the Law on Trading Companies, enacted in 2004, enterprises in the 

Republic of Macedonia must take one of the following legal forms: 

 
- General Partnership Companies 

- Limited Partnership Companies 

- Limited Liability Companies  

- Joint-stock Companies  

- Limited Partnerships by shares  

 
Most of the enterprises in the Republic of Macedonia are registered as limited liability 

companies, which means that are founded by one (DOOEL)5 or more natural or legal 

persons (DOO)6, and that the number of founding shareholders should not exceed 50. 

Ain addition, the founding (initial) capital of the enterprise should be, at least,5,000 EUR 

in Macedonian currency (MKD). This relates to the sum of the investments of the 

founding shareholders. 
                                            
5 LTD - Limited Trade Comapny 
6 PLC - Private Liability Company 
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A one-stop-shop system for registration of enterprises has been developed, but as yet is 

not in operation. This will commence in 2006. 

Entreprise definitions also take into account the size, turnover and activities of the 

enterprises, although the Law on Trading Companies and the Law on Accountancy, 

adopt differing conventions on these issues: 

Table 2-1 Classification of Enterprises  
 

 EU Definition for enterprises7 Law on Trading Companies 
(2004) 

Law on Accountancy (1993),  
amendment (2002)8

Up to 10 employees Up to 10 employees 

Annual turnover ≤ 2 million EUR Annual turnover < 50.000EUR Micro 

Balance sheet total ≤ 2 million EUR Not more than 80% of the gross 
income should come from one client 

 

Up to 50 employees Up to 50 employees Up to 50 employees 

Annual turnover ≤ 10 million EUR Annual turnover < 2 million EUR Annual income < 8.000 average 
monthly salaries per worker Small 

Balance sheet total ≤ 10 million 
EUR Balance sheet total < 2 million EUR Value of the assets < 6.000 average 

monthly gross salaries per worker 
Up to 250 employees Up to 250 employees Up to 250 employees 

Annual turnover ≤ 50 million EUR Annual turnover < 10 million EUR Annual income < 40.000 average 
monthly salaries per worker  Medium 

Balance sheet total ≤ 43 million 
EUR Balance sheet total < 11 million EUR Value of the assets < 30.000 average 

monthly gross salaries per worker 

Large All others which do not fall under 
the above mentioned classification 

All others which do not fall under the 
above mentioned classification  

All others which do not fall under the 
above mentioned classification 

    
The classification of enterprises in the Law on Trading Companies was prepared in 

accordance with the EU definition, and in relation the classification by numbers of 

employees, exactly the same classification has been adopted. However this is not the 

case in relation to turnover and average revenue (or income). Few enterprises in the RM 

cam match their European peers, in commercial terms. So to take the turnover figures 

and average revenue figures which apply to the EU definitions would produce 

meaningless classifications in the RM (classes with few or no entries). To get roung this 

problem the Authorities have adopted figures which are 1/4 to 1/5 of the EU figures for 

turnover and average revenue.  

                                            
7 http://europa.eu.int/comm/enterprise/enterprise_policy/sme_definition/index_en.htm 
8 Formally not used any more 
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Apart from enterprises (so defined) in RM, other legal forms of business  covered by the 

legislation are crafts activities, sole proprietors and small traders. 

 
 2.3.2 Craftsmen 

 
The Law on Craftsmen activities in RM was adopted in 2004, replacing the existing law 

which dated from 1998. A definition of what is meant by craftsmen and what is 

considered to be craft activities is provided under the new Law. This new Law defines 

craftsmen as any physical person who is registered in the Registry of Craftsmen.. The 

information collected by the Registry of Craftsmen includes: 

- name, father’s name, family name and the address of residence, 

- ID number of the person, 

- activities undertaken description and codes of these activities in accordance to NACE, 

and 

- company name, short name of the company (if possible), location and address of the 

premises. 

 

The winfding up of a crafts business can be executed only if (as described in the Law):  

- the craftsman/men is/are employed by another company, retired or started another 

business activity, 

- the craftsmen is in prison for more than 6 months, 

- the death of the craftsman, and 

- other situations defined in the Law.  

 

Should none of these conditions apply, closure will require the craftsman to wind up the 

company and have these procedures ratified by the relevant Chamber (where they were 

registered). 

Before adopting the new Law on Craftsmen activities, the operation of the Registry of 

Craftmen was the responsibility of the Ministry of Economy. However, after the adoption 

of the new Law this responsibility is transferred to the national Chamber of Craftsmen 

and its regional chambers. 

 2.3.3 Sole Proprietor  
 

The work and activities of sole proprietors are regulated under the Law on Trade 

Companies. Many of the relevant regulations that relate to the trade companies (DOO 
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and DOOEL) also apply to sole proprietors. However, the main difference between 

DOOEL and sole proprietor, is that DOOEL is limited by the capital of the enterprise, 

whereas sole proprietors are unlimited in terms of their liabilities. Sole proprietors are not 

allowed to engage in export or import activity. 

 

By definition (under the Law) a sole proprietor: 

- is a physical person, who has a profession covered by one of the activities defined in 

the Law on Trade Companies; 

- is liable for his/her actions with ihis/her entire assets; and 

- must be registered in the Trade Registry which contains information on every physical 

person who is engaged in trade activities and is a citizen of the RM. 

 
Graph 2-1 Number of sole proprietors by location9
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The graph 2-1 shows the number of sole proprietors by location in 2004. In some 

towns this number increases, meaning that in 2004 the number of sole proprietors 

increased compared to 2003, and vice versa. The largest increase in ther number of 

                                            
9 Skopje is taken out from the graph for better presentation of the situation in other areas. The number of sole proprietors 
in Skopje in 2004 was 2 662, or 70 sole proprietors less than in 2003. 

 25



sole proprietors is to be seen in Tetovo, and Gostivar (the west of the country), 

where numbers increased by 83 and 51 sole proprietors respectively. In other towns 

the number of sole proprietors decreased when compared to the previous year. The 

largest decrease in the number is to be seen in the towns of Skopje, Bitola and 

Strumica, decreases of 70, 30 and 18 respectively. 

The table below shows the number of sole proprietors by sectors, for the period 

2002-2004. The number of sole proprietors in 2004 was the almost the same as for  

2002, although 2003 saw a smalldecrease in the numbers (of 1%) when compared to 

the figures for the years 2002 and 2004.  

The sector with the largest number of sole proprietors was the retail and wholesale 

sector with 3,602, or 45% of the total number of sole proprietors. After this sector 

came the sectors of real estate, renting and business activities (1,182) and 

manufacturing (915) in terms of numbers of sole proprietors. The largest increase in 

the number of sole proprietors in 2004 was secured in the sector of real estate, 

renting and business activities, of 175, over the 2002 figure. In percentage terms, the 

largest increase was in the agriculture, hunting and forestry sector, where the 

number of sole proprietors in 2004 exceeded by more than 3 times the figure for 

2002.  

A decrease in the numbers of sole proprietors occurred in some sectors. The 

manufacturing sector witnessed the largest fall in the number of sole proprietors, 63 

fewer in 2004 compared to 2003. In percentage terms, the largest decrease arose in 

the health and social work sector, where the decerease from 2002 to 2004 was 19%. 

In the fishing, mining and quarrying, electricity, gas and water supply and public 

administration and defence sectors sole proprietors are not active.  

295 sole proprietors informed the Central Registry and Public Revenue Office, that 

during 2004, they did not enagage in any activity or transaction. This practice of 

informing the relevant institutions is prescribed the law.  

 
Table 2-2 Sole proprietors by sectors of industry  

 
  2002 index(2002/2002) 2003 index(2002/2003) 2004 index(2002/2004) 

(sectors of industry)       
Agriculture, hunting and forestry 10 1.00 23 2.30 31 3.10 
Manufacturing 978 1.00 957 0.98 915 0.94 
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Construction 181 1.00 172 0.95 168 0.93 
Wholesale and retail trade 3 634 1.00 3 565 0.98 3 602 0.99 
Hotels and restaurants 901 1.00 873 0.97 873 0.97 
Transport, storage and communication 574 1.00 540 0.94 529 0.92 
Financial intermediation 2 1.00 1 0.50 2 1.00 
Real estate, renting and business activities 1 007 1.00 1 077 1.07 1 182 1.17 
Education 25 1.00 21 0.84 21 0.84 
Health and social work 160 1.00 150 0.94 130 0.81 
Social and personal services 578 1.00 578 1.00 584 1.01 
Total 8 050 1.00 7 957 0.99 8 037 1.00 

Source: Central Registry 

  
All sole proprietors are in the RM are privately owned. 

 
 2.3.4 Small Trader 

 
The definition of small traders is given by the Law on Trade Companies. Such status 

applies to a physical person engaged in small trade and registered in offices of the local 

self-government. 

Small traders do not need to maintain or submit accounts, which is the case with respect 

to sole proprietors and enterprises. The activities of small traders and the registration 

procedures are defined by the Government of the Republic of Macedonia.  
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3. SME Sector: Size and Structure 
 
Small and medium enterprises have become the core of all market economies and the 

engine for future employment growth. In the RM, in 2004, the number of SMEs 

numbered 49 552, which represents 99% of the total number of enterprises existing in 

that year.  

 

3.1 Enterprises in the RM 

There is a huge difference between the number of enterprises which are registered and 

those which are active. According to the definition, a registered enterprise is one which 

has completed the legal requirements for the registration of an enterprise (Court registry, 

obtaining tax and ID number, opening of a gyro account in the bank, etc.). By contrast, 

an active enterprise is an enterprise which is performing some activity in keeping with its 

registration documents and which at end of each fiscal year submits financial accounts 

to the Tax Office. Only a small percentage of the enterprises which have been registered 

are operational in the RM. So that at the end of 2004, the number of registered 

enterprises was 172 000, however only 29% of these registered enterprises were active 

(around 50 000). 

 
 3.1.1 Active enterprises by the sectors of industry 
 
Analysis across industrial sectors presents detailed information on what the active 

enterprises are doing. From table 1.3, it is evident that the largest numbers of active 

enterprises are engaged in retail and wholesale trading. The trade sector is also the 

most numerous where small enterprises are concerned, out of 49 123 active small 

enterprises in total, in 2004, this sector accounts for 50%. In addition to retail and 

wholesale, other important sectors having large number of enterprises are: 

manufacturing; transport, storage and communication; and, construction. 

Regarding medium sized enterprises, which are active, there were only 429 such 

enterprises in 2004. For these enterprises, the manufacturing sector is the most 

important, there being 157 medium sized enterprises therein, representing 37% of the 

total number of active medium sized enterprises. Second in importance is the retail and 

wholesale sector wich accounts for a further 26% of the total. All other sectors account 

for the remaining 37%. 
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For those large enterprises which were active coverage is mote patchy, and in the case 

of 5 out of the 16 defined sectors10, there are simply no large enterprises active. The 

total number of active in the economy in 2004 was 135 and the most “populated” sector 

is the sector for financial intermediation with 62 active enterprises. 

 
Table 3-1 Number of active enterprises by sector 

 

2004 

(Enterprises registered by different laws and sole proprietors)    
Sector Small Medium Large 
Agriculture, hunting and forestry 912 31 3 
Fishing 28 0 0 
Mining and quarrying 85 5 1 
Manufacturing 7 731 157 40 
Electricity, gas and water supply 57 16 3 
Construction 3 077 40 6 
Wholesale and retail trade 24 486 112 8 
Hotels and restaurants 2 710 12 1 
Transport, storage and communication 4 110 24 7 
Financial intermediation 39 2 62 
Real estate, renting and business activities 3 150 16 1 
Public administration and defence 22 1 0 
Education 413 0 0 
Health and social work 923 2 0 
Social and personal services 1 380 11 3 
Total 49 123 429 135 
Source: Central Registry    

 
Graph 3-1 shows the number of active small enterprises, year on year over, the last 4 by 

sector. As can be seen, there is not one sector in which the number of active small 

enterprises has decreased in the last 4 years. From 2001 up to 2004, the number of 

active small enterprises has increased by 16% overall. The largest increase of 3 415 

enterprises is to be found in the retrial and wholesale sector.  

 
 
 
 
 
 
 
 

                                            
10 According to NACE Classification 
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Graph 3-1 Number of active small enterprises by sectors11
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 3.1.2 Small enterprises by location 
 

It is useful to examine the spatial distribution of active enterprises to see if there is an 

even spread of this activity over the whole country. Graph 3-2 illustrates the number of 

active enterprises, by size categoty, for each major town in the RM. In all major 

settlements it is the small enterprises which dominate in terms of numbers, in all cases 

exceeding 97.0% of the total number of enterprises. 

Kratovo is the town in which, proportionately, small enterprises fewest. Here they count 

for 97.6% of the total, while in all other major towns the figure exceeds 98%. In Krushevo 

and Probishtip there are no medium sized or large enterprises, these towns also being 

the smallest in population terms out of all those listed.. 

 
 
 
 

                                            
11 Enterprises registered only by the Law on Trade Companies, which means the number in the graph does 
not correspond with the number of small active enterprises from table 3-1. 
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Graph 3-2 Number of active enterprises per town in 200412
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Graph 3-3 presents the number of active small enterprises against population for the 

years years 2003 and 2004. Berovo is the town in which the number of active small 

enterprises is smallest when compared to the population in general. Here there is one 

active small enterprise for every 312 persons. On the other hand, in Skopje is one active 

small enterprise for every 30 persons. 

From this graph it can also be seen that for 2004, compared to 2003, with the exception 

of Kratovo and Valandovo, the number of active small enterprises is increasing vis-à-vis 

the number of inhabitants.13.  
 
 
 
 
 
 
 

                                            
12 Small enterprises in all towns are represented in more than 97% 
13 The number of inhabitants is taken from the Census of Population from 2002, hence is constant for 2003 and 2004..  
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Graph 3-3 Number of active small enterprises by number of inhabitants14
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According information held by the Pension and Invalidity Insurance Fund, in RM in 2004 

(table 3.2), the number of companies was 66 82115. Of this number, 7% were companies 

with no employees, 83% were companies employing 1 to 5 persons and. The size of 

company which had the fewest active small enterprises was that emplying between 10 

and 25 persons.  

The number of companies in Skopje is 22 780, which represents 34% of the total 

number of companies.  

 
Table 3-2 Number of companies in RM 

 

2004 

      

Town 
Companies 
without 
employees 

Companies with  
less than 5 
employees 

Companies with  
5 to 10 
employees 

Companies with  10 
to 25 employees 

Companies with 
more than 25 
employees 

Skopje 2 181 17 815 1541 592 651 

                                            
14 Enterprises registered only by the Law on Trade Companies, which means the number in the graph does 
not correspond with the number of small active enterprises from table 3-1. 
15 Companies are all enterprises, sole proprietors, craftsmen, small traders, etc. 
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Berovo 59 549 45 17 26 
Bitola 236 3 274 247 64 117 
Valandovo 5 301 12 18 13 
Tetovo 201 3 321 167 48 90 
Veles 90 1 409 71 45 59 
Vinica 16 458 39 14 29 
Gevgelija 98 1 267 84 53 64 
Gostivar 163 2 986 106 42 54 
Debar 11 467 7 6 13 
Delcevo 35 523 41 14 27 
Demir Hisar 30 209 13 8 9 
Kavadarci 100 1 192 95 35 44 
Kicevo 54 1 174 56 22 32 
Kocani 82 1 570 83 47 54 
Kratovo 6 198 6 5 14 
Kriva Palanka 38 586 32 16 17 
Krushevo 28 364 9 7 11 
Kumanovo 239 2 413 164 57 74 
Makedonski Brod 42 228 16 9 8 
Negotino 33 565 50 17 22 
Ohrid 223 1 813 175 75 84 
Prilep 178 2 431 180 48 85 
Probishtip 35 304 19 15 16 
Radovish 119 1 335 55 15 34 
Resen 35 510 29 12 20 
Sveti Nikole 60 556 33 12 25 
Struga 117 1 778 132 42 42 
Strumica 162 5 607 202 68 76 
Total 4 676 55 203 3 709 1 423 1 810 
Source: Pension and Invalidity Insurance Fund     
 
 

3.1.3 Birth rate of enterprises 
 
The number of enterprises in Macedonia has constantly risen over the last 5 years. 

However, this rate of growth was linear and was almost non-existent in the year of the 

internal security problem. . On the contrary, prior to the problem and immediately after it, 

the number of registered enterprises increased by 11% and 17% respectively. Since 

newly registered are almost exclusively small and micro enterprises, the same can be 

said for the rate of growth of SMEs in the RM. Table 3.3 illustrates this trend over the 

years 2000 to 2004. 
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Table 3-3 Birth rate of enterprises in RM 
 

  2000 2001 2002 2003 2004 

           
Number of registered enterprises 123 072 123 696 149 386 158 091 172 297 
  # % # % # % # % # % 
Annual growth rate 12 072 10.88 624 0.50 25 690 17.20 8 705 5.51 7 886 4.99 

Source: State Statistical Office 
 

The annual growth of enterprises is one arm of the dynamic of the SME sector, the 

disappearance of SMEs , the other. According to the Law, if an enterprise does not have 

some commercial activities during the fiscal year, it is obliged to inform the Public 

Revenue Office by letter. The number of enterprises16 which did so in 2004 was 2,987.   

 
 3.1.4 Structure of enterprises by ownership type 
 
The in formation on the form of ownership selected by the founders of enterprises is 

totally conclusive. Table 3.3 showung that in 2004, 97% of all enterprises in the RM were 

privately owned, and of these over 99% were small enterprises. A further 77  enterprises 

were constituted as joint stock companies, and 297 enterprises were state-owned. Small 

enterprises are the most numerous for  all ownership types.  

 
Table 3-4 Ownership type of enterprises in RM 

 
2004 

Ownership type     
  Small Medium Large Total 

Unions 150 4 0 154 
Joint stock 571 147 59 777 
Unknown 25 2 0 27 
State-owned 247 39 11 297 
Private 48 130 237 65 48 432 
Source: Central Registry     

 

                                            
16 Registered by the Law on Trade Companies 

 34



4. SMEs and the Foreign Trade17

 

The Government of the Republic of Macedonia seeks to address the current trade deficit 

which the coutry is running. Following the signature of the Agreement for Stability and 

Association, the trade deficit worsened as a consequence of the increase in the 

importation of goods from the EU brought about by the removal or reduction of customs’ 

duties. The lack of sufficient numbers producers capable of producing to the quality 

standards demanded in the European market restricted the market for Macedonian 

exports and made it difficult to secure the increase in export revenue which was required 

to maintain the trade deficit as its previos level or indeed to reduce it.  

 
4.1 Exports from the Republic of Macedonia 

 
Macedonian producers face difficult conditions when seeking to sell their products and 

services abroad. The most serious of these arises in terms of the quality on most  

Macedonian products vis-à-vis the requirements of consumers and the quality of the 

products on their international competitors. The number of Macedonian products that 

have been certificated as having met international standards is far too low. 

Other problems which exporters face arise from the lack of information which they have 

concerning international markets in terms of conditions and opportunities for export, how 

to enter new markets, the documentation and certification required, and barriers to entry. 

 
Table 4-1 Countries in which Macedonian enterprises export 

 
 Export (in thousand $) % 2003 Export (in thousand $) % 2004 Index (2003/2004) 

Country      
Germany 278 854 20.4 315 576 18.9 1.31
Serbia and Monte Negro 273 803 20.1 347 509 20.8 1.27
Greece 179 813 13.2 228 635 13.7 1.27
Italy   95 366   7.0 134 463   8.0 1.41
Russia   13 744   1.0   19 671   1.2 1.43
Bulgaria   25 826   1.9   51 527   3.1 1.96
Slovenia   21 293   1.6   27 209   1.6 1.28
Turkey   32 809   2.4   53 955   3.2 1.65
Croatia   66 096   4.8   80 158   4.8 1.21
France   54 725   4.0   77 323   4.6 1.41
USA   72 793   5.3   71 925   4.3 0.99
Netherlands   46 788   3.4   47 286   2.8 1.01

                                            
17 Since data on SMEs are missing, this Chater consider the enterprises as a whole. 

 35



Great Britain   35 097   2.6   42 167   2.5 1.20
China   14 587   1.1     1 354   0.1 0.09
Austria    7 678   0.6     8 514   0.5 1.11
Ukraine    1 784   0.1     2 157   0.1 1.21
Spain   21 275   1.6   23 034   1.4 1.08
Switzerland   19 285   1.4      6 439   0.4 0.33
Total 1 363 252 100.0 1 673 487 100.0 1.23
Source: State Statistical Office      

 
It can be seen from table 4-1 that exporting companies in the RM sell mostly to the the 

countries of the EU (56%), the countries of the former Federal Republic of Yugoslavia 

(28%), and the USA (4%).  

The total value of exports for 2004 was 1,363 million USD, an increase of 23% over 

2003. Tha largest increase in the exportation of Macedonian products in 2004 was into 

Bulgaria, where the value of exports was almost twice that in 2003. The value of exports 

of Macedonian products in 2004 decreased (from 2003) only in the cases of sales to the 

USA, China and Switzerland.  

The major importer of Macedonian products in 2004 was Germany with 19% of the total 

export of goods from Macedonia. Compared to 2003, when the figure was 20%, this is a 

relative decline of 2%. However, expressed in absolute terms, exports from the RM to 

Germany in 2004 (315,576 thousands dollars) increased by 13% over the 2003 figure 

(278,854 thousand USD). Serbia and Montenegro, from the former Federal Republic of 

Yugoslavia, remain very signicant markets for Macedonian exports, amounting to 

347,509 thousand USD in 2004, a decline of 27% on the 2003 figure. 

Of the remainder of the countries that Macedonia exported to, the most important were: 

Greece 13.7%,  Italy accounted for 8%, Croatia 4.8% and France 4.6%, of the total value 

of exports. The amount exported in 2004 fell below that in 2003 in relation to exports to 

Greece (decline of 0.5%), USA (decline of 1%), and China (decline of 1%). 

 
4.2 Imports to the Republic of Macedonia 

 
Imports have also inceased over previous years, an increase of 26% on 2003 figures, 

amounting to a difference of 603,514 thousand USD. The largest increase in imports 

comes from Spain, Netherlands and Switzerland respectively, in all cases more than 

doubling. Imports to Greece, Ukraine and USA, in contrast, fell. 
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Table 4-2 Import in RM from foreign enterprises 
 

 Import (in thousand $) % 2003 Import (in thousand $) % 2004 Index (2003/2004)

Country      
Germany 303 873 13.2 365 644 12.3 1.20
Serbia and Monte Negro 212 631   9.2 243 217   8.4 1.14
Greece 300 206  13.1 280 568   9.7 0.93
Italy 122 573   5.3 168 159   5.8 1.37
Russia 177 828   7.7 251 515   8.7 1.41
Bulgaria 148 980   6.5 208 818   7.2 1.40
Slovenia 138 942   6.0 140 318   4.8 1.01
Turkey   78 787   3.4   94 844   3.3 1.20
Croatia   63 543   2.8   65 254   2.2 1.03
France   51 464   2.2   67 494   2.3 1.31
USA   56 246   2.4   47 881   1.6 0.85
Netherlands   49 134    2.1             113 037   3.9 2.31
Great Britain   38 621   1.7    56 891   2.0 1.47
China   48 279   2.1   54 684   1.9 1.13
Austria   56 182   2.4    81 915   2.8 1.46
Ukraine   87 485   3.8    78 270   2.7 0.90
Spain   24 539   1.1    68 676   2.4 2.80
Switzerland   27 133   1.2    74 101   2.6 2.73
Total 2 299 921 100.0 2 903 435 100.0 1.26
Source: State statistical office      

 

In 2004 most imported products came from the EU countries and the Balkans region, 

notably Germany, Serbia and Montenegro, Greece, Italy, Russia, Bulgaria, and 

Slovenia. 

 
 
4.3 Free Trade Agreements 
 

The Government of the Republic of Macedonia is strong believer in the power of free 

trade and this is manifest in the number of free trade agreements that it has signed. The 

Government has also signed a Stabilisation and Asociation Agreement with the EU, as 

well as agreements with EFTA countries and membership of the World Trade 

Organization. In addition, the Government of the RM has entered into bilateral 

agreement with 8 countries.  
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Table 4-3 Free Trade Agreements 
 

Free trade agreement or other preferred agreement Date of commencement 

  
Trade agreement with Federal Republic of  Yugoslavia October 1996 
Free trade agreement with Republic of Croatia July 1998 
Free trade agreement with Republic of Bulgaria January 2000 
Free trade agreement with Republic of Turkey November 2000 
Timely Trade agreement according to ASA with member countries of EU June 2001 
Free trade agreement with EFTA countries May 2002 
Free trade agreement with Bosnia and Herzegovina July 2002 
Free trade agreement with Republic of Albania July 2002 
Membership in the World Trade Organization April 2003 
Free trade agreement with Ukraine July 2003 
Free trade agreement with Romania January 2004 
Source: USAID  

 
4.4 The Balance of Trade 
 
The value goods and services imported into the Republic of Macedonia has 

exceedsed the value of exported domestic goods, since in dependence. Rises in the 

value of exports eing more than compensated for by increases in imports.  

In 2004, the value of Macedonian trade amounted to 4,577 million USD, with imports 

exceeding exprts in value by 1,230 million USD. Of the total amount traded 

internationally 64% relates to imports and 36% to exports in 2004. 

Graph 4-1 The size of the trade deficit of the Republic of Macedonia 
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There is a seasonal aspect to the trade of the RM. Figure 4-2 illustrates the balance 

of trade on a month by month basis, from 2002 to 2004. The greatest  deficits 

occurred in 2004, especially in June, November, and December, while the deficit 

was smallest in the months of February and September. A similar pattern can be 

observed for 2002 and 2003.  

Graph 4-2 Monthly differences in balance of trade  
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 Source: State Statistical Office 

Table 4-4 shows exports from, and imports to Republic of Macedonia by key industrial 

sectors for 2003 and 2004. In 2004 exports, as a whole, increased by 23%, while 

imports increased by 73%.  

 
Table 4-4 Value of export and import in 2003 and 2004 

 

  2003 2004 

(million $)       
Sectors Export Import % Export Import % 
Agricultural products 245.5 360.9 1.47 272.1 444.3 1.63 
Mineral raw materials 137.5 361.3 2.63 111.8 444.0 3.97 
Production 977.6 1128.5 1.54 1286.2 1677.7 1.30 
Products not classified by type  3.6 451.9 125.53 3.5 337.4 96.40 
Total 1364.2 2302.6 1.68 1673.5 2903.4 1.73 
Source: USAID       
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From the above table it can be seen that greatest share of exports and imports is the 

result of activity in the production sector, 77% of total exports and 58% of total imports 
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5. SMEs and Employment 
 
Employment is critical as it provides workers with the wherewithal to meet their personal 

needs and the needs of their households. Some unemployment is a feature of all 

economies. It is accepted by the majority of economists and politicians that reduction of 

unemployment is the primary macroeconomic objective, and in this respect the 

Government of the RM is no different. It has, however, proven difficult for the 

Government of the RM to bring unemployment into line with the situation found in the EU 

member states, Nevertheless, reducing unemployment remains high on the agenda of 

the Authorities in the RM. 

 
5.1 Employment according to size of enterprises 

The most important sources of information on employment in Republic of Macedonia are 

the State Statistical Office and the Central Registry. The employment to population ratio 

in Macedonia is 35%18, measuring the number of employed in comparison to the total 

number of people capable of work within the state. This figure is very low by international 

levels.19

It should be noted that although, overall, the total number of people in employment has 

decreased, the number employed in small enterprises has consistently increased. This 

might indicate that workers released as a result of the restructuring of large companies 

have set up their own (small) businesses or are finding work in small businesses, or that 

small businesses have emerged out of the restructured larger businesses. Examination 

of new foirm formation information should throw some light on this. 

 
Table 5-1 Number of employees in active enterprises in RM20

 

Type of company 2002 2003 2004 

(Real value)    
Small 110 373 124 840 140 511 
Medium 61 239 
Large 

144 654  137888  
48 683 

Total 255 027 262 728 250 433 
(%)    
Small 43.28 47.52 56.11 

                                            
18 Value for 2003 
19 International Labour Office, Key Labour Market Indicators 
20 Number of employees working in the enterprises registered by the by the Law on Trade Companies 
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Medium 24.45 
Large 

56.72  52.48  
19.44 

Total 100.00 100.00 100.00 
Source: State statistical office    

 

According to data obhtained from the Central Registry the number of employed in 

Macedonian enterprises in 2004 was 250 433. This was a decrease in the number of 

employed of 12 295 when compared with 2003, and of 4 594 when compared with 2002. 

The number of employees in small enterprises has consistently increased reaching its 

highest figure yet in 2004.  From 2002 to 2004, an average 12% increase in employment 

in small enterprises occurred each year, so that by 2004, the total number of employees 

in SMEs equalled to 80% of the total number of employees in all Macedonian 

enterprises. 

In addition to information on enterprises registered under the Law on Trade Companies, 

the SME Observatory has also collected information on registrations under the other 

relevant legislation (Law on Banks, Law onInsurance Companies, etc). This additional 

information is included in table 5-2 below: 

 
Table 5-2 Number of employees in active enterprises in RM in 2004 

 

2004 

(Real value)  
Small 148 548 
Medium 61 239 
Large 54 945 
Total 264 732 
(%)  
Small 56.11 
Medium 23.13 
Large 20.76 
Total 100.00 
Source: Central Registry  

 
On the basis of this composite information, small enterprises employee 56% of the total 

number of employed, medium sized enterprises account for 23% of the total employed, 

and the remaining 21% are employed in large enterprises.  
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5.2 Employment by sectors 

In 2004, the manufacturing sector was the major employer in the RM. The number of 

employees in this sector was 99 126, or 40% of the total number of employees in active 

enterprises in 2004. Other important were retail and wholesale trade (with 21% of the 

total number of employed), and construction (10%). 

Employment in small enterprises follows a similar trend. Small enterprises in the 

manufacturing sector in 2004  accounted for 49,896 employees, representing 36% of the 

total number of employees in all small enterprises, followed by the trade sector with 

51,970 employees, and construction with 11 794 employees. These three sectors also 

employ 75% of the total number of employees in medium sized enterprises. As regards 

employment in medium sized enterprises, the manufacturing sector employs the largest 

number of employees, with 25,456 persons employed, which is 42% of the total number 

of employed in medium sized enterprises. In contrast with the situation for small 

enterprises, it was the construction sector which was next most important for 

employment in medium sized enterprises with 12 018 employees, and then transport, 

storage and communication with 5 598 employees. 

On average, an active enterprise in 2004 in RM employed 6 persons, for small 

enterprises the average was 3.4, for medium sized enterprises 143, and for large 

enterprises 667.   

Graph 5-1 Employment by sectors 
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5.3 The spatial distribution of employment  

Table 5-3 illustrates the numbers employed in the major towns of the RM. As a capital 

city and the most populous settlement, it is Skopje that has the largest concentration of 

employees, a total of 114,660 employees. The employment to population ratio for 

Skopje21 was 23% in 2004. 

Stip is second in importance in terms numbers employed in 2004, and had an 

employment to population ration of 24%. This is interesting given that in population 

terms Stip holds is thirteenth most populous settlement in the RM. In the case of Tetovo 

and Gostivar the employment to population ratios of 2.4% and 3.3% were extremely low. 

The largest number of employees in small and medium sized enterprises is to be found 

in Skopje. In 2004 the city had 79,124 employees, or 38% out of the total number of 

persons employed in SME’s in the RM. Bitola follows with 14,103, and then comes Stip 

with 12,576 employees in SME’s. 

Table 5-3 Number of employees and number of population per town 
 

  2004 2002 

     
  Number of employed 
City small medium large 

Number of 
inhabitants22

Berovo 1 362 755 0 87 652 
Bitola  9 596 4 507 3 556 106 955 
Debar 510 239 163 24 275 
Delcevo 1 853 1 229 0 25 643 
Demir Hisar 496 168 0 9 521 
Gevgelija 4 801 1 833 1 033 35 262 
Gostivar 3 497 1 217 157 117 156 
Kavadarci 3 050 1 727 1 231 43 165 
Kicevo 2 858 612 0 56 831 
Kocani 4 487 763 0 48 895 
Kratovo 514 429 0 10 509 
Kriva Palanka 1 196 317 0 25 006 
Krusevo 556 0 0 11 883 
Kumanovo 5 616 1 975 968 138 871 
Makedonski Brod 523 5 467 11 790 
Negotino 1 670 531 695 23 807 
Ohrid 7 089 2 643 1 463 61 791 
Prilep 6 898 1 525 2 912 95 174 
Probistip 860 0 0 16 233 
Radovis 2 297 656 356 31 805 

                                            
21 Population counting in Republic of Macedonia. State statistical office. Skopje 2002 
22 Population counting in Republic of Macedonia. State statistical office. Skopje 2002 
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Resen 1 256 338 610 16 916 
Skopje  52 343 26 781 35 536 476 727 
Struga 4 380 334 747 65 983 
Strumica 6 572 2 758 422 92 807 
Sveti Nikole 1 430 1 243 0 21 393 
Tetovo 7 261 2 656 3 013 190 235 
Valandovo 873 14 0 11 936 
Veles 2 853 2 761 1 419 66 842 
Vinica 1 489 1 008 0 19 969 
Stip 10 361 2 215 97 52 113 
Total 148 548 61 239 54 945 1 997 145 

 Source: Central registry 
 

 
The number of employees in small enterprises has increased over the last two years in 

the RM. The same trend can be seen in the towns of the RM also. Skopje secured the 

greatest increase in the number of persons employed in small enterprises in 2004, 10% 

over 2003, and 21% over 2002. In Bitola the increase was 19% and 35% over 2003 and 

2002 respectively. 

The number of employees in small enterprises increased in the larger towns of the RM, 

however, in minor cities such as Berovo, Debar, Demir Hisar, Vinica and in the eastern 

part of the RM , the number of employees in 2004 decreased compared to 2003 falling 

back to 2002 levels. In the towns of Delchevo and Resen the numbers employed in 

small enterprises has declined since 2002.  
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Graph 5-2 Employment by towns 
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Source: Central Registry 

 

Table 5-4 shows employment in different types of enterprises based upon the type of 

ownership of the enterprise in 2004. It is evident that, the largest number of employees 

is to be found in privately owned enterprises, some 65% of the total number of employed 

in 2004. Next in importance, by ownership type are the joint-stock enterprises, with 

64,239 employees (24%). As there are no 100% foreign owned enterprises, there is no 

employment recorded against this category. 

Small privately owned enterprises also have the largest number of employees compared 

to the other size and ownership categories. There are 131,515 persons employed  in the 

small privately owned enterprises. Next in importance are small enterprises having 

mixed (domestic and foreign) capital. 

Concerning employment in medium sized enterprises, the data for 2004 shows that the 

largest number of employees is to be found in mixed ownership enterprises (52% out of 

the total number of employees in medium enterprises), followed by the employees in 

privately owned enterprises, with  22,038 employees. 
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Table 5-4 Number of employees according to the ownership type of enterprises 
 

2004 

     
  Type of enterprise   

Type of ownership Small Medium Large Total 
State-owned 3 846 6 691 16 545 27 082 
Unions 522 136 0 658 
Private 131 515 22 038 18 708 172 261 
Joint stock 12 527 32 020 19 692 64 239 
Unknown 138 354 0 492 
Foreign capital 0 0 0 0 
Source: Central registry     

 
5.4 Expenses for employees 

 The total value of net salaries and contributions of employees in active small enterprises 

in 2004 was 322.5 million EUR. This was an increase of 19% over 2003. The retail and 

wholesale sector in 2003 and 2004 accounted for the greatest amount of employment 

related expenditure, at 31%, or 32% of the total employment related expenditure in the 

economy. The manufacturing sector recorded almost identical figures, 31% and 30%. 

These two sectors account for more than 60% of all employment related expenditure in 

2003 and 2004. 

Table 5-5 Employees’ expenses in small enterprises 

Sector 2003 2004 

(Real value in EUR)   
Agriculture, hunting and forestry 8 735 792 9 518 721 
Fishing 412 705 405 062 
Mining and quarrying 2 563 498 2 730 557 
Manufacturing 82 597 933 97 576 408 
Electricity, gas and water supply 3 300 771 3 357 981 
Construction 23 256 189 26 855 856 
Wholesale and retail trade 83 466 169 103 478 886 
Hotels and restaurants 9 441 132 12 214 225 
Transport, storage and communication 20 512 388 23 125 378 
Financial intermediation 255 883 433 227 
Real estate, renting and business activities 19 266 267 24 116 765 
Public administration and defence 35 698 157 217 
Education 2 769 919 3 340 261 
Health and social work 6 578 876 7 314 457 
Social and personal services 6 886 726 7 841 756 
Extra-territorial organisations and bodies 0 0 
Total 270 079 947 322 466 756 
Source: Central Registry   
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Graph 5-3 Employees’ expenses in small and medium enterprises 
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Figure 5-3 shows employment related expenditure in small and medium sized 

enterprises by industrial sector for the RM 2004. Out of the total amount spent (523.2 

million euro), 62% was accounted for by small enterprises, while 38% was spent by  

medium sized enterprises. The greatest difference between value of the expenditure on 

the labour force between small and medium sized enterprises is found in the retail and 

wholesale and the manufacturing sectors. In these sectors, the expenditure of small 

enterprises at 85.9 million EUR is significantly higher than that of the medium sized 

enterprises at 26.9 million EUR.  

Employment related expenditure in medium sized enterprises is greater than that of 

small enterprises in the: manufacturing; distribution of electricity, water, and gas; 

construction; and, transportation, storage and communication sectors. 
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5.5 Unemployment 

Unemployment is one of the most serious problems faced by countries in transition. This 

is certainly the case in the Republic of Macedonia, where increases in the 

unemployment rate ovber the last few years signify the existence of a persistent and 

serious problem, and at the same time the major challenge for policy makers. Despite, 

the efforts of successive government significant improvements have yet to materialise.  

 
Graph 5-4 Number of unemployed persons 
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Figure 5-4 sets out the numbers of the unemployed in Republic of Macedonia over the 

last five years. It can be seen that unemployment has been increasing from year to year, 

and the number of 393,536 unemployed in 2004 (37.2%) places the RM among those 

coutries with the highest rates of unemployment in Western Europe. Compared to other 

countries in the region, Republic of Macedonia, with the exception of Bosnia and 

Herzegovina, is a country with greatest unemployment rate. This compares with rates of 

10% for Slovenia, 9.8% for Greece (9.8%), and 7.2% for Romania.  
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Graph 5-5 Unemployment rate in countries in the region for 2004 
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5.5.1 Analysis of unemployment by age in RM 
 
Analysis of the structure of unemployed over the last five years shows that in terms of 

age, the problem group is the young (18 to 40), although the proportion in this group fell 

from 40% in 2001 to 36% in 2003  A reciprocal movement occurred in the age group (40 

to 50) where the share has increased.  

The situation facing young unemployed people up to 30 years of age is improving, 

whereas persons in the 40 to 50 age group years old are proportionately most likely to 

be unemployed. Even if a solution can be found to the problem of the young 

unemployed, the age group which has the greatest work experience and knowledge, 

needs to be addressed. 

 
Table 5-6 Age structure of unemployed persons 

 

  Up to 30 30-40 40-50 Above 50 
         

Year Value % Value % Value % Value % 
2000 162 864 44.0 95 430 26.0 62 406 17.0 45 511 12.0 
2001 152 927 42.0 95 189 26.0 63 896 17.0 48 328 13.0 
2002 148 226 40.0 99 822 27.0 71 901 20.0 54 195 15.0 
2003 132 895 36.0 105 174 29.0 82 156 22.0 70 136 19.0 
2004 133 604 36.0 105 651 29.0 83 008 23.0 71 273 19.0 

Source: Agency for Employment of RM         

 50



 

 
 
5.5.2 Analysis of unemployment by level of education in RM 
 
In addition to age, the level of education also contributes to unemployment.. The highest 

proportion of unemployed persons is accounted for by those possessing only primary 

education or no formal education at all. In 2004, this group represented 70% of the total 

number of unemployed. As the level of education rises , the proportion unemployed 

decreases. So the second largest group proportionately contains those with secondary 

and/or vocational education, 24% of the total number of the unemployed. Finally, those 

having undergraduate degrees or postgraduate qualifications are the least represented. 

6%. 

During the period 2000-2004, the level of education of the unemployed did not change. 

Previously, in 2001 and 2002, the proportion of the unemployed coming from the first 

group (primary and underqualified) had increased by 4%, while the proportion coming 

from the second group had decreased. 

Table 5-7 Level of education of unemployed persons 
 

2000 2001 2002 2003 2004 Level of education of 
unemployed Absolute 

number % 
Absolute 
number % 

Absolute 
number % 

Absolute 
number % 

Absolute 
number % 

Primary or underqualified 261 020 71.28% 550 073 76.33% 572 032 76.45% 273 129 69.97% 275 429 69.99% 
Secondary or vocational  86 315 23.57% 150 925 20.94% 157 178 21.01% 95 370 24.43% 95 919 24.37% 
Undergraduate 18 809 5.14% 19 603 2.72% 18 982 2.54% 21 769 5.58% 22 088 5.61% 
Postgraduate 56 0.02% 58 0.01% 66 0.01% 82 0.02% 89 0.02% 
PhD 11 0.00% 21 0.00% 30 0.00% 11 0.00% 11 0.00% 
Total 366 211 100.00% 720 680 100.00% 748 288 100.00% 390 361 100.00% 393 536 100.00% 

Source: State Statistical Ofiice 
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6. Taxation and Finance of SMEs 
 
This Chapter gives an overview of the taxation of enterprises in the Republic of 

Macedonia, as well as, the financing available to SMEs.  

 
6.1 Taxation of SMEs 
 
In the Republic of Macedonia there is no law which regulates taxation of specific types of 

enterprises. All enterprises are subject of same taxation. Thus, the taxes which apply are 

governed by a number of different laws, although the Ministry of Finance has sole  

responsibility for the drafting and enforcement of the tax regime in the country.  

The following are the taxes which apply to active enterprises in the RM.: 

− Value Added Tax 

− Profit Tax 

− Property Tax  

− Excise Tax  

− Personal Income Tax  

− Social contribution  

− Custom fees, etc. 

 
 6.1.1 Value Added Tax (VAT) 
 
Value Added Tax was introduced in April 2000, and relaced  Revenue Tax. The standard 

rate of this tax until April 2003 was 19%, when it was changed to 18%. There is a 

preferential rate of 5% on some food and agriculture products.  

Micro and small enterprises in the RM with an annual turnover of less than 22,000 EUR 

have the opportunity to choose whether they are VAT registered or not. Based upon the 

level of turnover, VAT is paid on a monthly, quarterly, semi-annual or annual basis. 23

 
 6.1.2 Profit Tax 
  
The law which regulates Profit Tax was adopted in 1993, since which time it has been 

changed on a number of occasions, the last change occuring in 2003. The profit tax rate 

is 15%, and this applies to all types of enterprises. Some tax exemptions have been 

                                            
23 Law on Value Added Tax 
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made all with the purpose to encourage accurate reporting by companies and 

allowances are given against investments. 

 

 6.1.3 Personal Income Tax 
 
The law regulating Personal Income Tax aws adopted in 1993 and changed on several 

occasions up to 2002 when the last change was made.. Personal Income Tax is paid on 

a yearly basis from the total amount of the income from all sources. Tax payers are sole 

proprietors (traders, entrepreneurs, and physical persons working in agricultural and 

crafts activities as well as persons in the professions24. Personal Income Tax is 

progressive, starting at 15% on income up to 5 850 euros p.a., and then a further 880 

euros + 18% on the income in excess of 5 850 euros. 2004, swa the most recent change 

to personal income tax, introducing a rate of 24% on incomes exceeding 1,000 euros per 

month. 

 

 6.1.4 Property Tax 
 
Property tax is paid on ownership of real estate. Property tax is also due on ownership of 

office premises and on ownership of buses, freight vehicles, trucks, etc. The current rate 

of property tax is 0.1% of the value of the property in question.         

 
 
 6.1.5 Excise Tax 
 
  
Depending on the activity of the company, excise duty may apply. According to the Law 

on excise, passed in 2001 and amended in 2003, products such as mineral oils, alcohol 

and alcohol drinks, tobacco goods and vehicles have excise duties levied upon them. 

The value of the excise duty differs from product to product. 

 
 
6.2 Crediting of SMEs 

 

The financing of SMEs is critical if we are to see employment growth in the economy. 

Economic and employment growth would be seriously constrained if all investment had 

                                            
24 Law on Personal Income Tax 
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to be financed from the resources of the companies themselves. Hence lending is an 

essential activity in growing economies.  

In mature market economies lending is undertaken , primarily, by the commercial banks . 

In the Republic of Macedonia, the commercial banks are not as active, in lending terms, 

as is the case in most other European countries. This is the justification for the existence 

of donor credit lines which under certain conditions provide loans to enterprises. These 

credit lines are available through the commercial banks. 

Recently, the situation regarding the financing of SME’s has become more transparent, 

and credit has become more available to entrepreneurs and businessmen. However, the 

banks remain excessively risk averse and decisions are taken on the basis of submitted 

documentation rather than an anlysis of the business and market conditions.  

The borrowing of small enterprises in the RM is characterised by: 

- high risks involved in lending to SMEs; 

- a lack of assets to act as collateral on loans; 

- insufficient high quality staff in the banks; 

- poor quality and deliberately misleading financial statements submitted by enterprises; 

- the low priority banks allocate to SME lending.. 

 
 6.2.1 Donors’ Credit Lines in RM 
 
In 2004, in RM, the value of credits offered by foreign donors was around 96 million 

EUR. However, not all of this money was committed with some credit lines being more 

popular than othgers. 

 
Table 6-1 Donors’ Credit Lines for SMEs in RM 

 

Credit line 
 

Description of the credit line 
 

Amount in 
million 
EUR 

Disbursed 
amount in 

million 
EUR 

 
% 
 

1. MBPR Export Export credit enterprises 10.0 4.1 40.5

2. KMB Credit line for middle-term loans for SME - KfW 15.0 15.1 100.0

3. Equipment from 
Italy 

Credit line for procurement of equipment – 
Government of Italy 12.7 8.1 63.6

4- KfW  Credit line for micro and small loans by KfW 6.7 6.7 100.0
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5. DEG  German – Macedonian fund - KfW 5.1 1.1 21.6

6. Netherlands-
MRFP  

Netherlands fund in cooperation with the 
Macedonian Enterprise Development Foundation 7.0 7.0 100.0

7. SEDF (SOROS)  
Agricultural programme - SOROS Economic 
Development Fund  0.8 0.4 53.5

8. IFAD I 
United Nations – Fund for Agricultural Loans – 
Installment I  5.0 1.7 34.3

9. IFAD II  
United Nations - Fund for Agricultural Loans – 
Installment II 6.5 2.7 42.0

10. MSP Fund  
SME Commercial Finance Fund – sponsored by 
USAID 1.1 0.6 55.3

11. SOROS 
Procurement 

Programme for Procurement of Assets - SOROS 
Economic Development Fund 0.3 0.2 75.0

12. EIB  
European Investment Bank APEX Global Loan for 
middle-term SME loans  15.0 7.6 50.3

13. PHARE  
EU Fund for middle-term SME investment loans  - 
PHARE Programme  10.8 3.9 36.0

Total   95.9 59.1 61.7

Source: Donors’ Credit Lines in RM – Ministry of Economy 
 

As can be seen from the table above, donors are seeking to provide funds to support 

SMEs. A number offer support to specific sectors, such as agriculture or the crafts 

sector.  

In 2004, 62% or 59.1 million EUR, of this funding was committed. The condition under 

which the money can be borrowed vary from one credit line to another.. Credit lines 

requiring that special conditions are met do not record the disbursement rates that are 

enjoyed by those which are less demanding in terms of the conditions which apply. The 

amount loaned is varies from 1,000 to 2 million EUR. Interest rates range from 7% to 

18% per annum, and repayment periods range from a few months up to 10 years. 

 

 6.2.2 Micro financing 
 
Micro-financing in the Republic of Macedonia has become more important of late. In 

most of the cases, it involves lending to micro and small enterprises, enterprises often 

facing working capital .  

Micro-credit shemes have different procedures to those of the commercial banks, and 

these include: 

-  differences in the collateral requirements, i.e. movable asset, guarantors, etc.; 
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- approval procedures which are not solely dependent upon the financial statements of 

the enterprises; 

-  visit s to applicants and extensive supervision procedures; 

- quick decision periods on lending applications from 1 to 14 days, depending of the 

value of the loan; 

-  higher interest rates than apply  to bank loans. 

Loans provided under these micro-credit schemes can extend up to 15 000 EUR and 

repayment periods range from 1 to 48 months. 

In 2004, value of the total approved credits from the micro financing institutions was 

around 1.4 million EUR and the number of approved credits was around 23 000. 
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7 Financial State of SMEs 
 
Profit is critical to the development of enterprises as a source of investment finance. In 

extreme conditions failure to produce a profit can result in the liquidation and closure of 

the enterprise. It is therefore important to examine the profitability of SMEs, if it is to 

SMEs that we turn for future employment growth. 

 

7.1 The Profitabilty of SMEs 
 
The financial situation of small enterprises in the RM has improved in recent years. 

During the period 2002-2004 profit increased year on year. The total net profit of small 

enterprises in 2004 was 144 million EUR. This was 17% higher than the equivalent 

figure for 2003, and 49% higher than in 2002. 

The retail and wholesale sector,in the case of small enterprises, produced the highest 

profits (57.6 million EUR), on average, increasing by 8.5 million EUR per year, starting in 

2002. Otother sectors making significant contributions in net profit terms were 

manufacturing, construction and the real estate, renting and business activities sector  

with 38.4, 13.5 and 11.3 million euros, respectively (graph 7-1). 

 
Graph 7-1 Net profit of small enterprises by sectors 
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Graph 7-1 shows the net profit of enterprises for key sectors in the year 2004. The total 

value of net profit for that year was 485.2 million EUR, 30% of which came from small, 

enterprises, 45% coming from middle sized enterprises and 25% coming from large 

enterprises. 

The highest profits of small companies were in the retail and wholesale sector (57.6 

million EUR) while for medium sized enterprises it was in manufacturing (88.9 million 

EUR). The toital profit is proportionally related to the number of enterprises in the sector. 

The greater the number of enterprises in the sector the greater the amount of profit. 

Table 7-1 Net profit of enterprises 
 

2004 

(Real value in EUR)    
Sector  Small Medium Large 
Agriculture, hunting and forestry 3 298 087 4 071 337 3 085 132 
Fishing 19 914 0 0 
Mining and quarrying 806 794 3 177 438 3 045 631 
Manufacturing 38 356 844 88 854 993 70 001 997 
Electricity, gas and water supply 203 541 3 047 141 2 240 405 
Construction 13 489 771 5 595 405 150 428 
Wholesale and retail trade 57 581 570 21 412 556 6 066 726 
Hotels and restaurants 4 648 373 1 646 148 1 620 758 
Transport, storage and communication 9 233 342 61 189 485 34 569 003 
Financial intermediation 953 412 203 931 0 
Real estate, renting and business activities 11 278 843 28 444 897 1 706 906 
Public administration and defence 0 0 0 
Education 1 070 540 0 0 
Health and social work 850 804 262 861 0 
Social and personal services 2 292 176 465 284 246 056 
 Total 144 084 011 218 371 476 122 733 037 
 Source: Central Registry     
 
 
7.2 Losses of SMEs 
 
Graph 7.2 presents the value of losses made by the small companies over the period 

2002-2004. The total value of losses incurred in 2004 was 116.8 million EUR, which was 

30% highrt than the figure for 2003 (90.2 million EUR), and was 19% higher than 2002. 

Although, 2003 saw a reduction in the losses incurred by small enterprises compared to 

2002, in 2004 losses dramatically increased, reaching their highest value in recent 

years. 
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In 2002, the losses incurred by small enterprises exceeded the profit by 3.9 million EUR 

(profit was 96.8 million EUR, while the losses amounted to 100.6 million EUR). For 2003 

and 2004 profit for small enterprises exceeded losses.    

 

Graph 7-2 Losses at small enterprises by sectors 
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7.3 Revenues collected from SMEs for the Profit Tax 
 
In Chapter 6 it was noted that the base rate of profit tax is 15%. The amount of tax paid 

by small and medium sized enterprises in 2003 and 2004 is presented in Graph 7-2. 

For 2004, 37.7 million EUR was paid by SMEs in profit tax, this was 1.7% high than the 

amount paid in 2003. The amount paid by small enterprises in this total is a feature of 

the number of enterprises in each sector. Most small enterprises are to be found in the 

retail and wholesale, hence this sector contributed most in profit tax. The total of profit 

tax from small enterprises increased from 13.6 million EUR in 2003, to 16.2 million EUR 

in 2004. In the case of medium sized enterprises the amount fell from 23.4 million EUR 

in 2003, to 21.5 million EUR in 2004.  
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Table 7-2 Revenue collected from the Profit Tax 
 

Sector 2003 2004 

(Real value in EUR) Small Medium Small Medium 
Agriculture, hunting and forestry 168 361 507 517 252 411 597 467 
Fishing 12 017 0 1 843 0 
Mining and quarrying 78 508 18 004 82 935 429 044 
Manufacturing 2 728 605 9 299 772 4 238 397 9 090 382 
Electricity, gas and water supply 78 000 386 972 44 552 559 451 
Construction 1 607 300 680 630 1 652 154 589 641 
Wholesale and retail trade 6 231 589 2 659 671 6 964 639 3 083 770 
Hotels and restaurants 178 235 389 488 241 102 93 017 
Transport, storage and communication 1 021 628 8 563 402 946 417 5 834 196 
Financial intermediation 34 415 0 26 629 78 358 
Real estate, renting and business activities 1 133 514 493 782 1 355 551 753 217 
Public administration and defence 0 0 0 0 
Education 53 350 0 84 062 0 
Health and social work 111 183 824 136 110 29 618 
Social and personal services 158 289 445 000 153 711 353 549 
Total 13 594 994 23 445 063 16 180 513 21 491 708 

Source: Central Registry     
 
7.4 Average salary in RM 
 
53.0% of the cost of employing a worker relates to salaries with the remaing 47% 

covering social insurance and other charges. The average salary in Republic of 

Macedonia in 2004, in small enterprises in the private sector, was 8,062 MKD. The 

sector with the highest average salary is the Financial intermediation sector with a salary 

of 20,813 MKD per employee. –The real estate, renting and business activities with 

9,974 MKD and the health and social work sector with  8,273 MKD were next highest. 

The sector with the lowest average salary per employee was the manufacturing sector 

with 5,355 MKD.  

Table 7-3 Average salary per employee 
 

2004 

     

Sector 
Employees’ expences 

(MKD) 
Number of 
employees Salary (53%) Average salary 

(MKD) 
Agriculture, hunting and forestry  9 518 721 4 084  5 044 922  6 382 
Fishing  405 062 163  214 683  6 805 
Mining and quarrying  2 730 557 978  1 447 195  7 645 
Manufacturing  97 576 408 49 896  51 715 496  5 355 
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Electricity, gas and water supply  3 357 981 1 367  1 779 730  6 727 
Construction  26 855 856 11 794  14 233 604  6 235 
Wholesale and retail trade  103 478 886 43 933  54 843 810  6 450 
Hotels and restaurants  12 214 225 5 681  6 473 539  5 887 
Transport, storage and communication  23 125 378 9 526  12 256 450  6 648 
Financial intermediation  433 227 57  229 610  20 813 
Real estate, renting and business activities  24 116 765 6 621  12 781 885  9 974 
Public administration and defence  3 340 261 1 113  1 770 338  8 218 
Education  7 314 457 2 421  3 876 662  8 273 
Health and social work  7 841 765 2 875  4 156 135  7 469 

Source: Central registry 
 
 

 61



8. SMEs - standards and R&D 
 
The award of a standard is very important to an enterprise in signifying to their 

customers that a process or a product has been vetted independently and is considered 

acceptable to the awarding body. This can be very important for enterprises seeking to 

export. The necessity to comply with such standards can represent a very important 

barrier to entry in iinternational markets. Consequently, those enterprises that have 

standards and have been certificatated for their products and production processes have 

an advantage over those that do not. The necessity to meet externally assessed 

conditions has intensified in recent years, and in reflection this issue has become 

increasingly important for enterprises in the Republic of Macedonia in recent years,  

 
8.1 Expenditure on standard acquisition and R&D 
 

Expenditure on Research and Development can often be considered by businesses as 

as a cost, however, this is short sighted in terms of the benefits which can accrue from 

such expenditure in future years. More and more enterprises are aware of the potential 

benefits which realte to research and development activity, even although the economic 

climate in which the firms operate is often demanding, making the commitment of scarce 

resources to R&D expenditiure,difficult to sustain. 

In Graph 8-1 below, it can be seen that the number of small enterprises which invested 

in R&D in 2003 and 2004 was ridiculously low (only two small enterprises in whole 

country). Although the numbers of medium sized enterprises and large enterprises which  

invested in R&D is significantly higher (at 31 and 21 respectively), the scale of R&D 

activity in the R&D is pitifully low and confined to a very small number of enterprises. 

Table 8-1 Funds invested in R&D activities 
  

Town 2003 2004 Number of enterprises 

 
Small enterprises Real value in MKD  
Prilep 0   1 459 519 1 
Probistip 545 496 545 496 1 
Total 545 496 2 005 015 2 
 
Medium enterprises    
Bitola 152 618 96 482 1 
Gevgelija 0   451 067 1 
Kocani 4 205 4 205 1 
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Kumanovo 26 637 0   2 
Prilep 2 058 888 0   1 
Skopje-Cair 839 890 534 478 2 
Skopje-Centar 19 067 622 2 034 601 4 
Skopje-Gazi Baba 2 443 687 1 882 362 2 
Skopje-Karpos 3 090 249 6 001 096 2 
Skopje-Kisela Voda 217 171 0   1 
Sveti Nikole 62 453 62 453 1 
Tetovo  4 711 215 3 955 246 2 
Veles 1 937 198 1 406 731 1 
Total 34 611 833 16 428 721 21 
Large enterprises    
Kavadarci 29 315 8 351 990 2 
Ohrid 283 110 107 786 1 
Prilep 66 085 231 44 997 653 1 
Skopje-Centar 2 915 849 2 595 754 2 
Skopje-Gazi Baba 0   1 229 182 1 
Skopje-Kisela Voda 371 500 376 330 1 
Total 69 685 005 57 658 695 8 
All enterprises    
Total 104 842 334 76 092 431 31 
Source: Central Registry    

 

In total, in the Republic of Macedonia in 2004, the funds spent for R&D by enterprises 

was 76.0 million MKD. Only two small enterprises have invested in R&D, and the 

amount of funds invested was 2.6 million MKD. Nevertheless, this figure 4 times the 

amount invested in previous years.   

Medium sized enterprises invested 16.4 million MKD on R&D in 2004, which was 52% 

less than in 2003. The greatest concentration of this investment, within the RM, is to be 

found in Tetovo. Within the City of Skopje, the Central District saw the highest amount of 

R&D investment in 2003 (25.7 million MKD) while in Karpos District 10.5 million MKD 

was invested in R&D by medium sized enterprises in 2004. 

 

Only 8 large enterprises invested in R&D in 2004, Four of these are located in three 

Districts in Skopje (Central, Gazi Baba and Kisela Voda), a further two are located in 

Kavadarci and one each in Prilep and Ohrid .The total amount of invested funds in the 

year 2004 was 57.7 million MKD which was 17% below the equivalent figure for 2003 

(69.7 million MKD). 
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