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1. Economic development in the country 

Macedonia is a landlocked country in the south-eastern part of Europe with an area of 25,713 
km2 and a population of about 2 million inhabitants, resulting with population density of around 
80 inhabitants per km2. During the last decade, the Macedonian overall economic performance 
shows a positive growth with a gross domestic product (GDP) of 8.5 million EUR in 2014, which 
is 78% higher than in 2005. Presented per inhabitant in purchasing power standard, the GDP 
has increased for 48% from 2005 (Table 1).  

Table 1. Macedonia: Economic context, 2005 and 2014 

 2005 2014 Δ 2014/2005 

Land area (thousand km2) 25.71 25.71 1.00 

Population (million) 2.04 2.07 1.02 

Population density (inhabitants/km2) 79.20 80.50 1.02 

GDP (million EUR) 4.81 8.53 1.77 

GDP/capita, PPS (EUR) 6,400 9,500* 1.48 

Real GDP growth (%) 4.70 3.80 0.81 

Unemployment rate (%) 33.80** 28.00 0.83 

Trade balance (million EUR) -0.96 -1.76 1.83 

Trade as a share of GDP (%) -19.10 -20.65 1.08 

*Last available data for 2013; ** Earliest available according to same methodology for 2008 
Source: Agricultural Statistics Database - FYR Macedonia (SWG / EC JRC IPTS Project, update: September 2015) 

The global economic crisis has influenced the Macedonian economy as well. Although a 
separate set of fiscal and monetary measures for maintaining the macroeconomic stability has 
been applied, the economic crisis has resulted in small decrease of GDP (-0.9% in 2009 and 
-0.4% in 2012). The macroeconomic indicators show a recovery of the Macedonian economy in 
2013, with an increase of the real GDP growth of 2.7%, followed by 3.8% in 2014. Figure 1 
shows the inflation rate between 2005 and 2014. It ranges from -0.8% in 2009 to 8.3% in 2008. 
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Figure 1. Macedonia: Main macroeconomic indicators, 2005-2014 (%) 

 
Source: Agricultural Statistics Database - FYR Macedonia (SWG / EC JRC IPTS Project, update: September 2015) 

The high unemployment rate hinders the development of the Macedonian economy and is 
considered as one of the crucial factors for the high Macedonian poverty rate. The 
unemployment rate shows a slow decrease over the years, and in 2014 it amounts for 28% 
(Table 1). The negative trade balance is becoming more evident with the years, and in 2014 it 
amounts -1,762 mill.EUR. The trade as a share of GDP is showing only a slight increase, meaning 
that the country has not become economically much more sensitive in the level of global trade.  

 

2. Agricultural Development in the country 

The agriculture significantly influences the Macedonian economy contributing with around 11% 
in total gross value added (GVA) and providing employment for about 19% of the population 
(Table 2). The gross agricultural output (GAO) amounts 1,385 mill. EUR in 2013, which is an 
increase of 22% compared to 2005.  

Table 2. Macedonia: Agriculture in the economy; 2005 and 2014 

 2005 2014 Δ 2014/2005 

Agriculture share in GVA (%) 11.3 10.2 0.90 

Agriculture share in employment (%) 19.5 18.5 0.95 

Agro-food exports (% of total exports) 16.7 12.9 0.77 

Agro-food imports (% of total imports) 13.1 11.7 0.90 

Agro-food export to import cover ratio (%) 80.7 74.6 0.92 

Source: Agricultural Statistics Database - FYR Macedonia (SWG / EC JRC IPTS Project, update: September 2015) 

Agricultural producer price indices show continuous increase during the last decade. In the first 
half of the decade, the livestock prices show much higher growth than the crop prices; and later 
prices differences stabilize and show slight tendency of increase (Figure 2). 
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Figure 2. Macedonia: Real agricultural producer price growth, 2005-2014 (2010=100) 

 
Source: Agricultural Statistics Database - FYR Macedonia (SWG / EC JRC IPTS Project, update: September 2015) 

Concerning trade, Macedonia is net agro-food importer with a constant negative trade balance 
during the period 2005-2014 (Figure 2). The country is a net-exporter for only a few 
commodities, such as some fruits and vegetables, wine, tobacco and lamb meat. The agri-food 
trade shows an increasing trend over the years; in 2014 it is doubled compared to 2005. The 
liberalization, especially in the agri-food sector, has resulted in higher imports than exports, 
thus deepening the negative trade balance. The trade deficit has reached the highest level in 
2012 of about -202 million EUR, with a decrease in the following years and a deficit of -163.4 
EUR in 2014 (Figure 3). 

Figure 2. Macedonia: Agro-food trade, 2005-2014  

 

Source: State Statistical Office of FYR of Macedonia (internal data source), 2015 

The share of agri-food products in total exports is 12.9% in 2014, whereas the agri-food imports 
contribute with 11.7% in total imports. The export value of agri-food products is 479.6 million 
EUR in 2014, with an increase of 75% compared to 2005. According to the total export value, 
the major tariff groups for the last two years are: tobacco and manufactured tobacco 
substitutes (25%), beverages, spirits and vinegar (13%) and edible vegetables, plants, roots, 
tubers (13%). Tobacco, wine and vegetables are the most important exported and competitive 
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agri-food products. The import value of agri-food products is 643.0 million EUR in 2014, 
increasing for 89% compared to 2005. The major import tariff group in the last two years is 
meat and edible meat offal (16% of the imported agri-food products).  

 

3. Characteristics of the agricultural sector 

The agricultural area, of about 1,263 thousands hectares, covers almost half of the total land 
area, out of which 32.7% as arable land and 64.2% as permanent grassland. Although the 
largest share is grassland, crop production has been characterising the Macedonian agriculture 
with a share of 76% in total agricultural production (Table 3). Livestock production remains 
uncompetitive on a general level due to the insufficient capacity for production of animal feed 
and dependence on the imported feed (MAFWE, 2015). The unfavourable variety and breed 
structure results with low level of yields. For instance, the average wheat and milk yields in 
2014 are 3.75 t/ha and 3.14 t/head, respectively, which are increased for 22% and 35% 
compared to 2005.  

Table 3. Macedonia: Characteristics of the agricultural sector; 2005 and 2014 

 2005 2014 Δ 2014/2005 

Agricultural area (AA)(thousand ha) 1,199 1,263 1.05 

Share of arable land in AA (%) 37.36 32.70 0.88 

Share of crop in total agricultural production (%) 78.53 76.06* 0.97 

Average wheat yield (t/ha) 3.07 3.75 1.22 

Average milk yield (t/dairy cow) 2.31 3.14 1.36 

* Last available data - 2013  
Source: Agricultural Statistics Database - FYR Macedonia (SWG / EC JRC IPTS Project, update: September 2015) 

The Macedonian agriculture is characterized with dual structure, in which dominate small farms 
with a high level of land fragmentation. The average size of the utilized agricultural area (UAA) 
per holding is very low (1.9 ha), and almost 60% of the holding operate on land less than one 
hectare. Regarding the livestock standard units (LSU), the average LSU per holding is 2.14, 
whereas the share of the household with less than one unit is 24.61% of the total number of 
households. Standard output per holding is 4,825 EUR, whereas half of the holdings have a 
standard output (SO) less than 2,000 EUR. This is because individual agricultural holdings 
participate with 86.9% in the creation of the total standard output. 

The land capacities and other natural resources are not fully utilized. Macedonian agriculture 
faces a dozen of other weaknesses that hinder its development, such as out-dated equipment 
and technology, low level of productivity, lack of added value agricultural products. In addition, 
there is a lack of seasonal labour, increased aging and migration of rural population and low 
level of education and management skills of the rural population. Moreover, the lack of own 
capital and access to financial resources, weak level of agri-food integration, and low level of 
integration of research in the development of the agriculture limit the development of the 
sector.  
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Table 5. Macedonia: Main farm structure indicators, 2013 

 

2013 

UAA per holding (ha) 1.85 

Holdings with UAA <1 ha (% of total) 58.22 

LSU per holding  2.14 

Holdings with LSU < 1 (% of total) 24.61 

SO per holding (EUR) 4825 

Holdings with SO < 2000 EUR (% of total) 58.22 
Source: Agricultural Statistics Database - FYR Macedonia (SWG / EC JRC IPTS Project, update: September 2015) 

Table 4 presents the main development on the agricultural markets. The production capacities 
in crop production are generally stable, with exclusion of the area under cereals which show 
decrease. In terms of production volumes, a significant increase occurs in vegetable production, 
whereas the grape production shows a decrease. Livestock production shows an increase in 
output, especially significant in pigment production. Although there is a significant decrease of 
sheep’s herd size and poultry’s flock size, their production output increase. As regards to trade, 
import is increased much more than the export for almost all tariff groups (especially in few of 
them: meat and edible meat offal; dairy produce, eggs, natural honey; animal or vegetable fats 
and oils; miscellaneous edible preparations). Only few tariff groups show bigger increase of 
export compared to the change in import.  

Table 4. Country: Main developments on agricultural markets 

 
Traditionally,  
the country is 

Since 2005, the  
production has 

Changes in price, production and trade, 2014 compared to 2005 

Cereals 

Net exporter Increased  Price: Increased, especially for corn  
 Production: slight decrease (although there is decline in area under 

cereals) 
 Trade: increase of import and export of cereals, and more 

significantly export of preparations from cereals  

Net importer Decreased 
Self sufficient No significant trend 

No significant prod.  

Sugar 

Net exporter Increased  Production: after 2008, there is no production area of sugar beet 
because of the low output prices and increased import of raw sugar 

 Trade: constantly increased import over the years; in 2014 there is 
slight import decrease of 13%, compared to 2013) 

Net importer Decreased 
Self sufficient No significant trend 
No significant prod.  

Oilseeds,  
oils 
and fats 

Net exporter Increased  Price: increased  
 Production: decreased, already the very low production of sunflower 

(because of the lower world market price and increased import of 
raw sunflower oil)  

 Trade: constantly increased import (8.8 mill. EUR in 2005; 17.8 mill. 
EUR in 2014) and export (1.8 mill. EUR in 2005; 4.2 mill. EUR in 2014) 
of oilseeds and oleaginous fruits 

Net importer Decreased 
Self sufficient No significant trend 

No significant prod.  

Fruit and 
vegetables 

Net exporter Increased  Price: Increased, especially of some fruits (apricots, peaches and 
table grape) 

 Production: Increased, slight increase in fruit production (14%), and 
more in vegetable production (40%) 

 Trade: Increased import of vegetables and fruits and nuts; and 
constant increase of export of fruit, vegetable and their preparations 
(slight drop in fruit export in 2014 - 11%).  

Net importer Decreased 
Self sufficient No significant trend 

No significant prod.  

Wine 

Net exporter Increased  Price: increased price of wine grape 
 Production: slight decreased of the area, but more decrease in 

production (-26%). Increased production of bottled wine* 
 Trade: increased export* 
  

Net importer Decreased 
Self sufficient No significant trend 

No significant prod.  
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Potatoes 

Net exporter Increased 

 Price: increased 
 Production: stable  

Net importer Decreased 
Self sufficient No significant trend 
No significant prod.  

Tobacco 

Net exporter Increased 
 Production: Stable 
 Trade: constant increase of import and export until 2013; decrease 

of 20% and 10% (respectively) in 2014, compared to 2013.  

Net importer Decreased 
Self sufficient No significant trend 
No significant prod.  

Beef  
and veal 

Net exporter Increased  Price: increased 
 Production: increased (doubled); in terms of quantity, it is the major 

livestock commodity  
 Trade: import of fresh and chilled meat and lower quantities for the 

meat processing industry* 

Net importer Decreased 
Self sufficient No significant trend 

No significant prod.  

Pigmeat 

Net exporter Increased  Price: increased  
 Production: increased (doubled) 
 Trade: imports of chilled and frozen pork for the meat processing 

industry* 

Net importer Decreased 
Self sufficient No significant trend 
No significant prod.  

Sheep and  
Goat meat 

Net exporter Increased 
 Price: slightly increased  
 Production: Significant increase of lamb meat 
 Trade: Net exporter of lamb, slight export decrease 

Net importer Decreased 
Self sufficient No significant trend 
No significant prod.  

Poultry 
Meat 

Net exporter Increased  Price: decreased 
 Production: Increased production, but it covers only 20% of the 

domestic demand* 
 Trade: imported as frozen meat* 

Net importer Decreased 
Self sufficient No significant trend 
No significant prod.  

Milk and 
milk 
Products 

Net exporter Increased 
 Price: increased 
 Production: increased production of milk and dairy products* 
 Trade: Constantly increased import of milk and milk products  

Net importer Decreased 
Self sufficient No significant trend 
No significant prod.  

Source: Agricultural Statistics Database - FYR Macedonia (SWG / EC JRC IPTS Project, update: September 2015); *MAFWE (2014) 

 

4. Agricultural policy development in the country 

Agricultural policy development is characterized with its adjustments towards the Common 
Agricultural Policy (CAP) of the European Union (EU). The EU integration process has brought 
positive changes in legislation and the institutional capacities. The CAP objectives have been 
transposed as goals of national agricultural policy and strategy for agriculture and rural 
development. In addition to the systemic establishment of policy through set of laws, 
strategies, programs and long-term plans, there is increased budget for agriculture to achieve 
the objectives set in them. Nevertheless, there is a need for certain adjustments of some policy 
measures. The adjustment of the national policies with the European policies would continue 
up to their full compliance and full EU membership. The dynamics and scope of this process of 
adjustment largely depends on progress in the accession process and the beginning of 
accession negotiations (MAFWE, 2014).  

Among the institutional capacities, the newly-established institutions, such as the Agency for 
financial support of agriculture and the rural development and the Agency for food and 
veterinary, have strong organizational system; whereas others, such as MAFWE and National 
extension agency, have improved their capacities in the process of adjustments towards. In 
spite of everything, their main challenge remains to be the consistent implementation of the 
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legislation and its amendments due to the changes of the CAP, and the strong pressures from 
the local stakeholders.  

The adjustment of the agricultural policy towards the CAP started more intensively after 
receiving the status of candidate country of European Union in 2005. The first more serious 
systematic and structural changes in this direction occurred in 2007 when the Law of 
Agriculture and Rural Development (LARD), the National Strategy for Agriculture and Rural 
Development (NARDS 2007-2013) and the IPARD Program (2007-2013) were adopted. The 
harmonization of the national agricultural policy continued, and the current LARD (from 2010), 
which serves as a legal framework of the agricultural policy in the country, is much more in line 
with the EU principles. The latest NARDS (2014-2020) define new specific objectives, trying to 
follow the needs of the sector: (i) restructuring and modernization of the agri-food sector; (ii) 
market regulation, organization of the food chain and improvement of the quality of 
agricultural products; (iii) improving the living conditions and conditions for economic activities 
in the rural areas; (iv) continuous access to knowledge and investment in human capital in 
agriculture; (v) completion of the functionality of the food safety system; and (vi) sustainable 
management of natural resources and mitigation of the effects of climate changes (MAFWE, 
2014). In addition, there are adopted many implementing documents, such as annual and 
multiannual programmes for financial support of agriculture and rural development from 
national budget and from IPARD funds (2007-2013). 

Main aspects for further adjustment to the CAP are identified in NARDS 2014-2020: gradual 
‘decoupling’ of the direct payments; rural development measures increase; expansion of agro-
ecological measures and cross compliance; supporting young farmers ; supporting small family 
farms, establishment of cooperatives; vertical integration; introducing market boards; 
minimum quality standards; mitigate the impact of climate change; waste management, and 
improving energy efficiency (MAFWE, 2014). 

 

Budgetary transfers to agriculture 

The available budget from national budget is significantly increased (Figure 4); the budget 
transfers in 2014 (128.7 mill. EUR) is more than doubled compared to 2008 (52.7 mill. EUR). The 
main instruments of the agricultural policy are direct payments. Rural development measures 
and general support to agriculture take only smaller share of agricultural budget. Regulation 
and supporting agricultural markets and state aid are introduced for emergency occasions only. 

The direct payments are distributed per unit of agricultural product and per area of agricultural 
land or head of livestock. Their application is conditioned with cross-compliance measures 
(which are being gradually introduced in compliance with the CAP regulative) to ensure the 
production of safe and healthy food and protection of the environment. In the implementation, 
the direct payments have been the major form of support in the whole period (Figure 4). During 
the last years, the share of direct payments per capacity is increased on behalf of the support 
per output. Main supported sectors per output are tobacco and milk, whereas grape as per 
area support and sheep production per head support (Table 5). Concerning the small size of the 
Macedonian farms, the policy applies modulation of the payment among smaller and bigger 
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farms. On the other side, very small farms (less than 0.2 or 0.3 ha, depending on the sector) are 
excluded from the list of eligible beneficiaries.  

Figure 4. Macedonia: Development of budgetary support to agriculture, 2008-2014 (APM by pillars)  

 
Source: APM Database (update September, 2015) 

Rural development policy has four priority areas and instruments to support: agricultural 
competitiveness; agri-environmental protection, rural economy and local development. Among 
them, increasing the competitiveness, either as on-farm investments or agri-food restructuring 
support, has had the major interest of support by farmers. The last two years there is a 
significant increase in the support of rural areas and population, in terms of supporting basic 
infrastructure, services and village renewal. The agri-environmental support and the LFA 
support remains to be not very of interest to agricultural producers, accounting only 5% of the 
RD budget. 

The budget related with general support in agriculture is stable in absolute values during the 
years, and does not follow the trend of increase of the total agricultural budget. The largest 
share of this budget goes to veterinary and food quality control, whereas the transfer of 
knowledge is much less represented. In 2014, there is a drastic increase of the support aimed 
for technical assistance for promoting the program. Several studies and reports reveal the 
positive role of the national extension agency in delivering information about the supporting 
programs and measures, and help farmers in the process of application (Kotevska and 
Martinovska Stojceska, 2015; Pringle, Burlini, and Schiessl, 2014). Considering its role in this 
process, it should be considered increasing the budget of the national extension agency as well, 
because the current budget spent on national extension agency is not enough to contribute 
more in the process of modernization of agriculture.  

Table 5 gives a more detail overview of the changes in the latest year (2014) with the earliest 
year with detail allocation of the budget expenditures (2008).  



Macedonia: Country Agricultural Policy Brief   9 

Table 5. Macedonia: Main agricultural policy instruments and measures; 2008 and 2014 

 
Implemented 

Since 2008, the  
support has 

Significant changes (e.g. main measures, omitted, newly introduced, 
products/sectors covered, payment criteria etc.) 

Market 
support 
measures 

Yes, regularly Increased 

During the period 2008-2014 there have been no market support 
measures for agricultural production 

Yes, occasionally Decreased 

Not implemented No significant trend 

Not significant  

Variable input 
subsidies 

Yes, regularly Increased In 2008 the input subsidies has been used for compensation of fuel 
costs in crop production. In 2014, the budget for input subsidies is less 
than one fourth of the expenditures in 2008 and is intended for 
purchasing breeding animals and off-farm services.  

Yes, occasionally Decreased 

Not implemented No significant trend 

Not significant  

Direct 
payments 
based on 
output 

Yes, regularly Increased The highest share of this form of support is given for tobacco (79% in 
2014), which is double increase from 2008. The second highest share 
goes to milk production (16% in 2014), which is a slight decrease from 
2008 level. The direct payments for grape production (23% in 2008) 
have been shifted into payments per area. The other sectors with an 
increased support are: fresh vegetable and seed production. 

Yes, occasionally Decreased 

Not implemented No significant trend 

Not significant  

Direct 
payments 
based on 
area/animal 

Yes, regularly Increased Compared to 2008, on behalf of the support per output, a drastic 
change in the allocation of this support is in the grape sector (12.9 
mill. EUR). The sheep sector shows four times more support, ending 
with 12.7 mill. EUR in 2014. The cattle sector, which has been very 
little supported, has a support of 6.8 mill. Eur. The other sectors show 
also some increases in the budget transfer, but not very significant 
because the overall level are low compared to the others.  

Yes, occasionally Decreased 

Not implemented No significant trend 

Not significant  

Decoupled 
direct 
payments 

Yes, regularly Increased 

Decoupled direct payments have not been implemented during the 
period 2008-2014. 

Yes, occasionally Decreased 

Not implemented No significant trend 

Not significant  

On-farm 
investment 
support 

Yes, regularly Increased 
In absolute values, on-farm investments support shows not significant 
change; it is at level of 3 mill. EUR. This support shows decrease in its 
share in RD support, from about 80% in 2008 to about 50% in 2014. 

Yes, occasionally Decreased 

Not implemented No significant trend 

Not significant  

Food industry 
support 

Yes, regularly Increased 

The support of food processing industry is lower in 2014 (0.2 mill. 
EUR), compared to 2008 (0.7 mill. EUR). 

Yes, occasionally Decreased 

Not implemented No significant trend 

Not significant  

Environment 
related 
payments 

Yes, regularly Increased The budget spent for environment related payments show a decrease 
from 3.6 mill. EUR in 2008 to 0.8 mil. EUR in 2014. In 2008, 90% of 
those payments were for supporting LFA, whereas in 2014 this 
support is only about 40%. Agri-environmental measures do not show 
significant changes in absolute values (about 0.5 mill. EUR). 

Yes, occasionally Decreased 

Not implemented No significant trend 

Not significant  

Rural area 
support 

Yes, regularly Increased Rural area support has not been implemented in 2008. In 2014, this 
budget item amounts 8.5 mil. EUR, spent for basic infrastructure, 
village renewal, maintaining traditional features, rural tourism, and 
renewable energy. 

Yes, occasionally Decreased 

Not implemented No significant trend 

Not significant  

General 
support 
measures 

Yes, regularly Increased The largest share of general support expenditures are related for 
veterinary and food quality control, with slight decrease in 2014, 
compared to 2008. The expenditure for extension is similar, whereas, 
there is increased use of RD funds for technical assistance.  

Yes, occasionally Decreased 

Not implemented No significant trend 

Not significant  
Source: APM Database (update September, 2015) 
Note: The implementation of the annual programs spills over the few following years, thus budget transfer is presented by 
expenditures per year of realization. 
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Instrument for Pre-Accession Assistance for Rural Development  

The Instrument for Pre-Accession Assistance for Rural Development (IPARD) is additional source 
for rural development. The total available budget from IPARD for the period 2007-2014 is 64.3 
(out of which 48.2 from European part). The IPARD program focused at three measures: (i) 
M101: investments for restructuring and modernization of the agricultural holdings; (ii) M103: 
investments for restructuring and modernization of the processing and marketing of agriculture 
and fishery products; and (iii) M302: diversification and development of rural economic 
activities. In the implementation of the IPARD I, the major remark is the low level of absorption 
(only 7%). Measure M101 is the most used, M103 has a decreasing interest and there is no 
interest for M302. The fruit sector has been the major beneficiary, both for primary and 
secondary production.  

Regarding the low level of absorption, the evaluation of the IPARD program (Pringle, Burlini, 
and Schiessl, 2014) revealed some of the issues that hinder this process. The procedure is 
evaluated as highly costly and time-consuming to obtain the extensive documentation 
(evaluated in average 81.7 pages), especially to obtain certificates and three-bid offers from 
suppliers. The access to finance is another problem that requires higher attention. Although the 
largest share of the investments have been co-financed with bank credits, only two banks offers 
credits under more favourable terms and less than half of the applicants recognizes such a 
bank. In addition, only a fourth of the applicants have been informed about the cross 
compliances requirements and mostly only in regards to food safety and environmentally 
related. 

From today's perspective, IPARD I has been a process of learning. The received feedback 
information from the calls has resulted with several modification of the program to adjust and 
facilitate the procedure. Besides the problems behind, beneficiaries notice positive changes at 
farm level, in the processing industry and among consultants involved in this process (Pringle, 
Burlini, and Schiessl, 2014). Many applicants (80-90%) consider their investment successful in 
terms of meeting their initial objective. A progress is observed in their awareness for the need 
and objective of such support measures.  

The accreditation of the additional measures from IPARD II program and establishment of 
institutional conditions to support investment will hopefully improve the absorption of the 
IPARD funds in the next period.  

 

Policy related to the farm issue 

The high fragmentation of agricultural land is a structural weaknesses of the Macedonian 
agricultural sector that has a negative effect at its productivity, efficiency, costs and incomes 
from agricultural activity, and hence its competitiveness. The need for consolidation of 
agricultural land as an instrument has been recognized with the adoption of the National 
Strategy for consolidation of agricultural land for the period 2012-2020. In the period until 
2020, it is intended to create conditions for land consolidation and implement consolidation 
processes with different difficulties in implementation. Due to the complex nature of the 
process, the consolidation is planned to be introduced in phases, with gradually increasing the 
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volume and complexity of the applied policy instruments. After providing the legal and 
institutional conditions, the first phase is planned to focus on simple small to medium size 
projects for voluntary land exchange, pilot application of more complicated small-scale 
instruments, and awareness rising among farmers. The implementation of more complex 
projects on larger areas with higher infrastructure investments is planned for the later phase. 
The funding of this policy is planned to be covered by national or European funds for rural 
development and for the most part considered as state aid in the agriculture and rural 
development. In order to prevent further defragmentation of agricultural land, the limitation of 
the physical division of parcels of less than two hectares continues to operate. The land 
consolidation process started with pilot projects in two consolidation areas. It is still in the 
phase of preparatory activities; thus there are no results to make a progress or impact 
assessment.  

 

5. Policy recommendations 

The general recommendation for the development of agricultural policy is on its structure. So 
far, direct payments dominate on behalf of the rural development support and general support 
in agriculture. It is imperative to increase their budget, and the least harmful way would be by 
increasing their share in the budget on behalf of the direct payments.   

Direct payments, in their current coupled form, do not address properly the weaknesses of the 
agricultural sector; neither uses rationally its potential. In addition, the process of adjustments 
of the national agricultural policy towards CAP requires transformation of the support in a 
decoupled form. The gradual substitution of the current support with a decoupled form will 
prepare farmers and will avoid serious sector disturbances. An important stage, that would be 
hard to implement, is the cancellation of the support for the sectors that are not being 
supported in EU, such as pig, poultry and vegetable production. This process should be assisted 
with information about other forms of support available for them. 

The increase of the share of rural development support is needed step to make the sector more 
competitive on the global agricultural market. The current state of the sector and rural areas 
require more intensive improvement of the agricultural holdings and the rural infrastructure. 
This support would address more properly some of the weaknesses of the Macedonian 
agriculture, such as the discrepancy between the available and utilized production capacities, 
out-dated equipment, technology and know-how. Investments on farms should be 
complemented with other rural development measures for infrastructural development or 
meeting quality standards that would additionally increase their competitiveness. The support 
of young farmers is expected to change the age and educational structure of the farmers, and 
consequently induce entrepreneurial behaviour and change the breeding and variety structure 
and the level of application of new technologies.  

General support of agriculture focuses mostly on the food safety and quality. This institutional 
system of control is important aspect for the European market. Nevertheless, education and 
extension have an important role in disseminating information and helping farmers. Farmers 
recognize the role of extension agents and therefore this medium should be further developed 
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and expanded, with a proper institutional and financial support. Strengthening the relation 
between extension and the education and research institutions on specifically identified issues 
would emphasise their role. 

However, there are other aspects important for the successful implementation of the policy. 
Small farm size and high land fragmentation hinders the potential in operating under economy 
of scale and thus improving the productivity in the sector. One of the solutions is full 
application of the land consolidation strategy, with continues impact assessment and 
improvements in the process for obtaining higher results.  

Economic association of farmers is important for improving the position of the small farmers on 
the market. Recent research shows that networking of farmers increases their readiness to 
apply for a RD support (Kotevska, Martinovska Stojcheska, Tuna, Simonovska, 2015). In 
addition, further strengthening of the relations in the marketing chain and obtaining higher 
vertical integration in the sector will improve the institutional functioning of the market and 
indirectly support the development of the primary sector as well.  

An important obstacle for any investment activity and higher absorption of the national or 
IPARD funds for rural development is the access to finances. Therefore, this problem deserves 
special attention in planning and programming. Government could ensure improved access to 
diverse sources of finances (bank or informal credit products) by developing mechanisms such 
as collateral, guarantee fund, and subsidized commercial interest rate to encourage banks to 
involve more in rural crediting and investments in rural areas. Another possibility is creation of 
a formal financial institution for rural development support. 

The role of analytical and research capacities is not strongly recognized and introduced as 
necessary step for ex-post or ex-ante analysis of the policy measures. In this context, it is very 
important to strengthen the relations between the policy makers and research community, 
especially in analysis of the agricultural policy. Instead of occasional analysis prior preparation 
of some strategic document and short-time programs, a continuous impact assessment on a 
basis of well-established methodology can bring evidence-based adjustments. Such an 
approach shall improve the analytical capacities of the policy making institutions as well.  

Last but not least, the policy decision makers have to create more stable and predictable policy 
frameworks and implement what they have adopted. They must avoid frequent changes in the 
strategic and multi-annual documents and foremost the annual implementing programs. This is 
important for the process of implementation, but also for measuring their real impact.  
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