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Introduction

North Macedonia, nestled in the heart of the Balkans, is an emerging destination that
is steadily gaining attention from foreign investors and aspiring entrepreneurs. With its
strategic location bridging Eastern and Western Europe, as well as access to critical
regional and EU markets, the country offers distinct advantages to those seeking fresh
opportunities in a dynamic, evolving landscape. Over the past three decades, North
Macedonia has advanced from a transitional economy to a country characterized by
competitive sectors, an investor-friendly tax regime, and increasing regulatory
alignment with European standards.

This book, "Doing Business in Macedonia: A Comprehensive Guide For Prospective
Entrepreneurs," is crafted for those who wish to move beyond generalities and truly
understand the specifics of doing business in North Macedonia. Whether you are
considering launching a startup, expanding your company, or investing in an
established sector, this guide is designed to provide practical, actionable insights. We
address the fundamental choices entrepreneurs face: selecting the appropriate legal
entity, navigating the streamlined yet sometimes challenging administrative
processes, understanding sector-specific opportunities, and harnessing incentives
designed to spur innovation and investment.

What sets North Macedonia apart as a business location are its unique combinations of
factors—a cost-effective, skilled workforce; a flat, low-tax environment; and robust
trade connections with the EU and beyond. Yet, entering this market also presents a
set of challenges: bureaucracy can still stymie progress, access to diverse forms of
financing remains limited for many, infrastructure needs upgrading, and the business
environment, while friendly and improving, still requires navigation of local practices
and occasional unpredictability. These realities are addressed candidly in this guide so
readers are well-prepared to make informed decisions.

Importantly, this book does not offer recycled advice that could apply to any country.
Instead, it delves into Macedonian specifics: from labor law nuances and banking
practices, to the particularities of business culture, anti-corruption measures, and
opportunities in special economic zones. We highlight real-world tips for dealing with
bureaucracy, connect you to networks and organizations supporting entrepreneurship,
and confront the realities of competition with the informal sector.

For the prospective entrepreneur, understanding and adapting to the Macedonian
context is crucial. Success requires not only solid business planning but also astute
knowledge of legal, financial, and cultural frameworks. By bridging official information
with practical, on-the-ground experience, this book aims to be both a road map and a
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toolkit for your business journey in North Macedonia.

As North Macedonia continues its path toward greater economic integration with
Europe and aspires to future membership in the EU, the business environment is
poised for significant change—and opportunity. Whether you are an investor, a
founder, or simply considering your options, "Doing Business in Macedonia" will equip
you with the knowledge and confidence to take your next entrepreneurial step.
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CHAPTER ONE: North Macedonia at a Glance:
Geography, Demographics, and Political System

Before diving into the nuts and bolts of establishing and running a business venture in
North Macedonia, it’s crucial to understand the fundamental landscape of the country
itself. This initial chapter offers a snapshot, painting a picture of the nation’s physical
setting, its people, and the structure of its government. Familiarity with these basics
provides essential context, helping prospective entrepreneurs appreciate the
environment in which they will operate, the human resources available, and the
political framework influencing regulations and stability. North Macedonia is more than
just statistics and tax rates; it's a living place with a distinct identity shaped by its
geography, history, and inhabitants.

Geographically, North Macedonia occupies a prime, albeit landlocked, position in the
central Balkan Peninsula. It shares borders with Serbia to the north, Kosovo to the
northwest, Bulgaria to the east, Greece to the south, and Albania to the west. This
crossroads location has historically been significant, lying along ancient trade and
migration routes, most notably the Roman Via Egnatia which connected the Adriatic
Sea to Byzantium (modern Istanbul). Its centrality continues to offer strategic potential
for businesses looking to access wider regional markets in Southeastern Europe,
bridging connections between the Adriatic, Aegean, and Black Sea regions.

The country covers a relatively modest area of approximately 25,713 square
kilometers (about 9,928 square miles), making it comparable in size to the US state of
Vermont or slightly larger than Wales in the UK. Despite its compact dimensions, the
terrain is remarkably varied and predominantly mountainous. Rugged peaks and
ranges, part of the Dinaric Alps and Rhodope Mountains systems, dominate much of
the landscape, including the impressive Sar Mountains along the border with Kosovo
and Albania, and the Osogovo Mountains bordering Bulgaria. These mountains are
interspersed with deep valleys and basins, carved out by rivers and tectonic activity
over millennia.

The most significant river is the Vardar, which flows southward from the northwestern
mountains through the capital, Skopje, bisecting the country before emptying into the
Aegean Sea in Greece (where it is known as the Axios). Its valley forms the main
transportation and agricultural corridor. Other important rivers include the Crna Reka
(Black River) in the south, the Bregalnica in the east, and the Treska and Radika in the
west, contributing to the country's considerable hydroelectric potential, a factor
becoming increasingly relevant in the push towards renewable energy sources which
we will explore later.
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North Macedonia is also renowned for its stunning natural lakes, particularly the three
large tectonic lakes situated in the southwest. Lake Ohrid, shared with Albania, is one
of Europe's oldest and deepest lakes, recognized as a UNESCO World Heritage site for
both its unique biodiversity and its rich cultural history, embodied by the ancient town
of Ohrid on its shores. Lake Prespa, also shared with Albania and Greece, sits at a
higher elevation and is another biodiverse hotspot. Lake Dojran, bordering Greece to
the southeast, is smaller but known for its traditional fishing methods. These lakes are
not only significant ecological treasures and tourist attractions but also influence the
local climate and support regional agriculture.

The climate varies across the country. The northern and central regions generally
experience a moderate continental climate, characterized by cold, often snowy winters
and warm, dry summers. The influence of the Mediterranean penetrates inland along
the Vardar valley, bringing milder winter temperatures and hotter summers to the
southern areas, particularly around Gevgelija near the Greek border. This climatic
variation supports a diverse range of agricultural activities, from grains and sunflowers
in the continental zones to grapes, tobacco, fruits, and vegetables in the more
temperate southern regions. The mountainous terrain also creates localized
microclimates, impacting flora, fauna, and land use.

Natural resources, while not vast on a global scale, play a role in the national
economy. The country possesses deposits of various minerals, including lead, zinc,
copper, iron ore, nickel, manganese, chromium, and non-metallic minerals like marble,
gypsum, and limestone. Mining and quarrying remain relevant industrial activities.
Furthermore, the country's forests cover a significant portion of the land, supporting a
timber industry, while the abundant water resources are vital for agriculture, industry,
and increasingly, energy generation. The fertile soils in the valleys and basins
underpin the agricultural sector, a traditional mainstay of the economy.

Turning to the human dimension, North Macedonia is home to a population estimated
at around 1.8 million inhabitants, based on the most recent census data and
projections. This relatively small population results in a moderate average population
density, though settlement patterns are uneven. The population is concentrated
primarily in the valleys and basins, particularly along the Vardar River corridor.
Urbanization has increased significantly since independence, with the capital city,
Skopje, being the dominant urban center. Skopje is home to roughly a quarter of the
country's total population, serving as the political, economic, cultural, and educational
hub. Other significant towns include Bitola, Kumanovo, Prilep, Tetovo, Ohrid, Veles,
and Stip.

Like many Balkan nations, North Macedonia faces demographic challenges. While

historically having a relatively young population compared to Western Europe, birth
rates have fallen, and life expectancy has increased, contributing to a gradual aging
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trend. More significantly, the country has experienced substantial emigration,
particularly among young and educated individuals seeking better economic prospects
abroad. This "brain drain" phenomenon poses challenges for workforce development
and sustainable economic growth, although the large diaspora also contributes
significantly through remittances and potential investment connections.
Understanding this dynamic is important for businesses considering long-term talent
strategy.

Ethnically, North Macedonia is a diverse society. According to the 2021 census, ethnic
Macedonians constitute the majority group, accounting for just under 60% of the
resident population who declared an ethnicity. Ethnic Albanians form the largest
minority group, comprising around 24% of the population and concentrated mainly in
the northwestern regions of the country, including significant populations in cities like
Tetovo, Gostivar, and parts of Skopje. Other recognized minority groups include Turks
(around 4%), Roma (around 2.5%), Serbs (around 1.3%), Bosniaks (just under 1%),
and Vlachs/Aromanians (around 0.5%), alongside smaller communities.

This ethnic diversity is a defining characteristic of the country, reflected in its culture,
languages, and political landscape. The relationship between the Macedonian majority
and the Albanian minority has been a central issue in the country's post-independence
history, culminating in an internal conflict in 2001. The subsequent Ohrid Framework
Agreement, brokered by the international community, aimed to resolve the conflict by
enhancing the rights of ethnic minorities, particularly Albanians, through measures
such as language rights, equitable representation in public administration, police, and
military, and further decentralization of power to municipalities. While challenges in
inter-ethnic relations remain, the Agreement provides the foundation for North
Macedonia's multi-ethnic democracy.

The official language of the country is Macedonian, a South Slavic language written in
the Cyrillic alphabet. However, reflecting the Ohrid Agreement, any language spoken
by more than 20% of the population in a given municipality is also considered an
official language at the municipal level. Consequently, Albanian, written in the Latin
alphabet, serves as a co-official language alongside Macedonian at the national level
in parliament and government communications, as well as in municipalities where
Albanians meet the threshold. Other minority languages like Turkish, Romani, Serbian,
Bosnian, and Vlach are also spoken within their respective communities and have
rights regarding education and cultural expression. For international business, English
is widely spoken, especially among younger generations and within the business
community in Skopje and other major towns, although proficiency can vary. German is
also quite prevalent due to historical ties and labor migration.

Religiously, the population is predominantly Christian, with the majority belonging to

the Macedonian Orthodox Church - Ohrid Archbishopric, which declared autocephaly
(independence) historically and has recently gained wider canonical recognition. Islam
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is the second largest religion, practiced mainly by the Albanian, Turkish, Roma, and
Bosniak communities. There are also smaller communities of Catholics, Protestants,
and Jews. Religious tolerance is generally practiced, and major religious holidays for
both Orthodox Christians and Muslims are recognized as public holidays. Religious
identity often aligns closely with ethnic identity, further emphasizing the country's
diverse cultural fabric.

Education levels have improved significantly over the past decades, with high literacy
rates. The country has a network of public primary and secondary schools, as well as
several state universities, including the Saints Cyril and Methodius University in Skopje
(the oldest and largest), the State University of Tetovo (primarily teaching in
Albanian), Goce Del¢ev University in Stip, St. Kliment Ohridski University in Bitola, and
the University for Information Science and Technology "St. Paul The Apostle" in Ohrid.
There are also several private universities. While the education system produces
graduates in various fields, including engineering, IT, economics, and medicine,
concerns persist regarding the alignment of educational outcomes with labor market
needs and the aforementioned issue of emigration affecting the availability of highly
skilled professionals - a topic revisited in Chapter 11.

Understanding the political system is equally vital for any entrepreneur. North
Macedonia is a parliamentary republic, operating under a constitution adopted in 1991
following independence from Yugoslavia, and subsequently amended, notably to
incorporate provisions from the Ohrid Framework Agreement in 2001. The system is
based on the principle of separation of powers among the legislative, executive, and
judicial branches.

The Head of State is the President, elected directly by popular vote for a five-year
term, with a maximum of two terms. The President's powers are largely representative
and ceremonial, including representing the country abroad, serving as the supreme
commander of the armed forces, accrediting and receiving ambassadors, and granting
pardons. However, the President also plays a role in government formation by
granting the mandate to the leader of the party or coalition that holds a majority in
parliament, and has certain powers regarding the promulgation of laws, including a
limited veto power which can be overridden by a parliamentary majority.

Executive power rests primarily with the Government (Vlada), which is headed by the
Prime Minister. The Prime Minister is typically the leader of the political party or
coalition commanding a majority in the Assembly (Parliament). The Prime Minister
proposes the cabinet ministers, who are then elected by the Assembly. The
Government is responsible for proposing laws, implementing legislation, managing the
state administration, conducting foreign policy, and overseeing the day-to-day running
of the country. The effectiveness and stability of the government often depend on the
dynamics within the ruling coalition, as single-party majorities have been rare.
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Legislative authority is vested in the unicameral Assembly of the Republic of North
Macedonia (Sobranie). The Assembly typically comprises 120 members (though this
can vary slightly depending on electoral rules regarding diaspora representation,
which has been subject to change). Members of Parliament (MPs) are elected for four-
year terms through a system of proportional representation in six electoral districts
within the country. The Assembly's primary functions include adopting and amending
the Constitution and laws, electing and dismissing the Government, overseeing the
work of the Government and state administration, ratifying international treaties,
declaring war and peace, and adopting the state budget. Parliamentary debates can
be lively and sometimes polarized, reflecting the country's competitive multi-party
system.

The judicial system is structured hierarchically. At the base are the Basic Courts,
handling most civil and criminal cases at the first instance. Above them are the
Appellate Courts, which review decisions from the Basic Courts. The Supreme Court of
the Republic of North Macedonia sits at the apex of the regular court system, serving
as the court of final appeal and ensuring uniform application of laws. Additionally,
there is a separate Constitutional Court, responsible for safeguarding constitutionality
and legality, ruling on the conformity of laws with the Constitution and protecting
fundamental human rights and freedoms. Efforts have been ongoing, often supported
by international partners, to strengthen judicial independence, efficiency, and combat
corruption within the justice system, although challenges remain, as discussed further
in Chapter 20.

Administratively, North Macedonia is divided into municipalities (opstini). Following
decentralization reforms linked to the Ohrid Agreement, municipalities have gained
increased responsibilities and autonomy in areas such as local economic development,
urban planning, public utilities, primary and secondary education, culture, and social
welfare. There are currently 80 municipalities, plus the City of Skopje which has a
special status as a distinct unit of local self-government comprised of ten urban
municipalities. The capacity and effectiveness of municipal administrations can vary,
impacting businesses particularly in relation to local permits, infrastructure, and
services. Engaging with local authorities is often a necessary part of doing business
outside the specialized industrial zones.

On the international stage, North Macedonia has pursued a strategic foreign policy
focused on integration into Euro-Atlantic structures. A major milestone was achieved

in March 2020 when the country became the 30th member of the North Atlantic Treaty
Organization (NATO), enhancing its security framework and political stability.
Accession to the European Union remains the country's foremost strategic goal. It was
granted EU candidate status back in 2005, but the start of formal accession
negotiations was repeatedly delayed, initially due to the name dispute with Greece
(resolved through the Prespa Agreement in 2018, leading to the country's renaming
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from the Republic of Macedonia to the Republic of North Macedonia) and subsequently
due to historical and identity-related issues raised by Bulgaria. Despite these hurdles,
the EU accession process continues to be a powerful driver for domestic reforms,
particularly in areas like the rule of law, public administration, economic criteria, and
alignment with EU standards and regulations (acquis communautaire). This ongoing
harmonization process influences the legal and business environment considerably.

Beyond NATO and the EU process, North Macedonia is an active member of the United
Nations (UN), the Organization for Security and Co-operation in Europe (OSCE), the
Council of Europe (CoE), and the World Trade Organization (WTO). It also participates
in various regional cooperation initiatives within the Balkans, aiming to foster stability
and economic connectivity. These international memberships and aspirations shape
the country's geopolitical positioning and its commitment to international norms and
standards, providing a degree of predictability for foreign investors and businesses
engaged in international trade.

This overview provides a foundational understanding of North Macedonia's physical,
human, and political geography. It's a country defined by its Balkan location,
mountainous terrain, rich natural beauty, and complex mosaic of ethnicities and
cultures living within a framework of parliamentary democracy. It faces demographic
headwinds but possesses human capital and potential. Its political system, while
functional, operates within a context of coalition politics and an ongoing drive for EU
integration that shapes its laws and institutions. These elements form the backdrop
against which the economic story unfolds, and business decisions are made - topics
we will explore in the chapters that follow. Having grasped this context, we can now
turn to the evolution of North Macedonia's economy since its independence.
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