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I. Executive Summary 
 
This applied political economy analysis (PEA) is designed to provide a structured framework to 
help the SRMA project staff better understand the complexity of potential development 
outcomes in North Macedonia’s fiscal decentralization space.  It seeks to synthesize important 
information on interactions between historical legacies, institutional frameworks, and key 
actors in that arena.  It also incorporates insights from recent political events to help ensure 
that SRMA’s work is politically aware, oriented around ‘best fit’ considerations, and amenable 
to iterative cycles of planning, action, reflection, and adaptation based on ongoing learning.   
 
Methodology.  This represents a rapid PEA, insofar as it has been conducted within a relatively 
short timeframe, and with modest inputs (basic documentary background information, 
discussions with SRMA project staff, and 23 interviews with 30 participants, including mayors 
and other government officials, NGO representatives, various donor staff, and academic 
experts and other knowledgeable observers).   
 
Significant foundational influences. North Macedonia has spawned a relatively clientelistic 
political culture that has encouraged political parties to share the spoils of victory at the 
national and local levels through a relatively high level of patronage and rent-seeking.  
According to interviewees, this has involved licit and illicit exchanges among political allies, 
including the promotion of mayoral candidates and municipal council members whose greatest 
asset is often their loyalty and personal popularity rather than professional competence or 
political track record. Although a vibrant democracy, the country suffers from a deep lack of 
transparency in policy development, which has particular relevance to the fiscal decentralization 
context, including issues of revenue mobilization and budget formulation and execution.   
Virtually all of the civil society and independent academic and other experts interviewed for the 
PEA noted the lack of consultation and collaboration characterizing the development of most 
central and municipal government policy and financial initiatives, including annual budgeting.   
 
Institutional factors affecting fiscal decentralization. After a promising start in 2004-2005, 
progress in fiscal decentralization in North Macedonia has stagnated over the past decade, 
despite accumulating evidence that significant policy and legislative reforms are needed and 
despite significant pressure and guidance from various international financial institutions and 
donors.  There are a host of interconnected problems – some of them relating to the large 
number of small and under-resourced municipalities in the country, others having to do with 
limitations on own-source revenue raising by municipalities and an over-dependence on inter-
governmental transfers.  The core problem, however, is one of political will based on the 
incentives facing most central and municipal officials. The latter have not been subject to 
adequate fiscal discipline as required by national legislation (indeed they have been afforded 
several successive bailouts of their debt in recent years), while the former not only distrust the 
fiscal competence of municipalities and the loss of central power that would accompany more 
thoroughgoing fiscal decentralization, but fear alienating otherwise loyal mayors who are largely 
unprepared to shoulder the technical and leadership burdens associated with greater fiscal 
responsibility.   
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Recent political and institutional dynamics.  There are a number of important political and 
institutional dynamics that continue to dampen the near-term prospects for further fiscal 
decentralization.  These include poor Ministry of Finance (MoF) capacity and leadership in 
employing  greater fiscal discipline with municipalities, as well as delay and secrecy regarding 
policy reform agendas;  poor mayoral leadership regarding keeping their own LG houses in 
order budgetarily or expanding own-source revenue; nascent but still weak efforts by CSOs 
and others to advance greater local budget transparency; and a business community that has 
benefitted from generally favorable tax treatment and is loath to engage collectively with 
municipalities in meaningful public-private dialogue.  
 
Current fiscal decentralization landscape on the eve of local elections. While some 
meaningful policy change may arrive during the life of the project, lending wind to SMRA’s sails, 
it will likely not be the result of elections this October. Indeed, the current reform stagnation 
seems somewhat durable for the near-term.  Facing a mounting municipal debt problem, CG 
politicians fear a loss of credibility and mayoral political support if they were to declare that 
financial instability existed in dozens of municipalities.  For their part, many mayors fear not 
only a similar loss of reputation, but heightened public expectations for better service delivery 
that they might struggle to provide.  The business community and ordinary citizens may 
meanwhile resist raising taxes to pay for those services; many of them have grown accustomed 
to significant economic informality as well as large CG transfers and debt bailouts, and simply 
lack trust in efforts to expand local revenues and level the playing field—especially if it might 
diminish individual influence on local authorities and general freedom of maneuver.  
 
Implications for SRMA programming.   Insofar as the project addresses the relative paucity 
of hands-on practical policy and capacity building assistance in the municipal finance space over 
the past decade—and does so at a critical time when further decentralization is officially on the 
government’s agenda—SRMA’s overall vision and main objectives are generally sound.  And the 
project is opportunistic in a situation where many potential areas of work could be addressed. 
At the same time, the project is overly ambitious given its relatively slender budget and the 
projected slow pace of reform. This means difficult choices must be made to focus resources—
so long as the project adheres to rigorous adaptive management.  Accordingly, the key to 
achieving reasonable impact depends on triaging the most promising areas of engagement with 
municipalities and central authorities, respectively.  With the former, the projected training and 
mentoring of municipal staff through sequential cohorts and peer learning is likely to bear some 
fruit, but the project must insist on a performance-based approach, where additional mentoring 
and TA  (including assistance in obtaining additional internal and external funding) is tied to 
demonstrated commitment and skills uptake. With the latter, the project should lend its 
expertise to key policy and legislative changes that would address both effective debt 
management and expansion of opportunities for own-source revenue-raising by municipalities.  
Overall, the project should adopt a communications strategy that similarly emphasizes a 
performance-based approach to municipal capacity-building while calibrating expectations in a 
manner that acknowledges the relative magnitude of the capacity challenges as well as the 
difficult political constraints actually facing the program.  
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II. Purpose and Methodology 
 
In order to frame properly the approach taken by this PEA, it is important to describe its 
purpose and methodology in some detail.   
 

A. PEA Purpose and Key Questions in Relation to SRMA   
 
The purpose of this applied political economy analysis (PEA) is to help inform the 
implementation of the Strengthening Revenue Mobilization Activity (SRMA), a project 
underwritten by USAID/North Macedonia and carried out by Cardno Emerging Markets USA, 
Ltd.  This means helping frame project execution against the backdrop of the country’s political, 
economic, and social dynamics to ensure that its work is politically aware, pragmatic, oriented around 
‘best fit’ considerations, and amenable to iterative cycles of planning, action, reflection and adaptation 
based on ongoing project learning.   In facilitating this way of thinking and working politically on an 
ongoing basis, use of a project-relevant PEA can serve as a reference document and help raise 
questions at the sectoral and issue level about institutions, power dynamics, and incentives that 
may or may not be aligned with general reform efforts; in so doing, problems can be identified 
debated, and refined by the project and various domestic actors in a way that permits evidence-
based adjustments and more realistic appraisals of what is possible.  
 
Above all, this kind of PEA is designed to reinforce the project’s understanding of the 
complexity of development outcomes in the area of fiscal decentralization—in which  there are 
many different actors attempting to assert their interests in different political contexts, 
institutional processes, and forums, even in a country as small and ostensibly comprehensible as 
North Macedonia.  This may entail embracing new pathways to accomplish identified goals, 
including ‘second best’ technical assistance modalities (in contrast to ‘best practice’ approaches) 
that represent more pragmatic and sustainable short- to medium-term implementation avenues.    
 
The USAID PEA Framework consists of three main components: purpose, analysis, and 
implications.   The purpose of this PEA is to raise important questions—many of them known 
but perhaps not as clearly articulated as they should be—about the reasons for general stasis in 
progress toward better fiscal decentralization in North Macedonia over the past 15 years.  Are 
these factors – including demographic, geopolitical, and economic ones -- understandable and 
expected based on the general challenges faced by the country over the past two decades? Or 
are there specific political and social dynamics that have heretofore tended to hold the country 
back?  And are these dynamics likely to shift in ways that could facilitate the work of the project 
over the next several years?   Even if such shifts are modest in nature, how might the project, 
acting in concert with appropriate key actors, capitalize on them, or influence them in some 
way?  Perhaps the six key questions animating this PEA are the following: 
 

• Are larger political forces aligning to produce a reform ‘moment’ or phase favorable to a 
significant advance in fiscal decentralization policy after years of relative stasis? Or does 
the current phase feature forces that, despite recent reform discussion, favor 
maintenance of the status quo for at least the next several years?   
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• To what extent is the central government (CG) able and/or committed to provide the 
leadership, oversight, and policy guidance/instruments (with outside assistance such as 
that provided by the SRMA project) to significantly improve the fiscal decentralization 
environment for municipalities in the country?  What can be done to spur more LG 
reliance on own source revenue, even at the margins?  What evidence is there that the 
MoF can deliver on these fronts based on its track record over the past several years?  

• How likely is it that mayors to be elected in the October 2021 elections (or a 
reasonable subset thereof) are able/and or committed to embark on more innovative 
and sustainable budgeting, expenditure, and revenue mobilization practices, assuming 
they receive clearer, more rigorous MoF policy guidance and/or various kinds of 
technical assistance from SRMA and others?   

• How can the SRMA project maximize its impact in working with the LGs – and what 
incentives can it rely on to attract genuine mayoral support for technical assistance – if 
the MoF fails to exhibit strong leadership in helping pass fiscal decentralization reform 
legislation and/or carry out enhanced monitoring and discipline of municipalities engaging 
in poor financial management? 

• What communications strategies can the project employ to enhance citizen and NGO 
support for, and monitoring of, municipal efforts aimed at improving revenue collection, 
the business enabling environment, and the transparency of LG budgeting processes?    

• How can the SRMA project best position itself to lend support to the MoF and LG’s on 
policy design and/or implementation matters?  Coordinate with other donors? 

 
The analysis, which forms the main body of the PEA, creates a scaffolding on which the 
questions outlined in the purpose can be explored.  Following the structure suggested by the 
USAID DRG Center, the analysis section covers three pillars -- Foundational Factors (deeply 
embedded, longer term national, subnational, and international factors that shape the character 
and legitimacy of the state, political system, and socio-economic environment); Rules of the 
Game (the formal and informal institutions (rules and norms) that shape the quality of 
governance and influence actors behaviors, incentives, and power dynamics); and the Here and 
Now (how current events and circumstances influence the behavior of key actors and how they 
respond to opportunities for or impediments to, change).  The analysis also encompasses a 
‘Dynamics’ segment that draws together aspects of the three pillars to examine their 
interactions and how they shape prospects for change.   
 
Finally, the PEA devotes space to Implications—the potential consequences of the analysis for 
USAID engagement—i.e., the SRMA project.  These implications can embrace not only the 
content of programming, but the type, sequencing, and focal points of assistance, as well as the 
stated theory of change and embedded assumptions.  Ideally, these implications should be 
reflected upon iteratively by both the SRMA staff and the USAID Mission as part of the 
project’s ongoing learning agenda and CLA approach under the MEL Plan.   
 

B. Methodology 
 
This PEA represents a rapid political economy assessment. It is rapid in that it has been 
conducted within a relatively short timeframe (a few months, albeit it with delays occasioned by 
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project activity sequencing and availability of interviewees), with modest inputs (basic 
documentary background information, discussions with SRMA project staff, and some two 
dozen interviews with key project stakeholders and knowledgeable observers), and in the early 
stages of the project (rather than at the design stage or prior to the commencement of an 
activity).1 In this sense, this rapid PEA is meant to generally inform and contextualize the work 
of the project, reinforce the importance of reflection and adaption as needed, and complement 
the project’s learning questions.   
 
The rapidity of this PEA exercise has been feasible—and to some extent, necessary, due to 
both the start-up exigencies of the SRMA project and the constraints on field research 
occasioned by the ongoing COVID-19 crisis.  At the same time, the very thorough field work 
carried out by Cardno as part of its proposal, as well as its workplanning and baseline 
assessment development, also made this rapid assessment possible.  In the end, interviews and 
documentary research were streamlined and the PEA was designed to be conducted and 
finalized in summer 2021, between the time of the project’s workplan and baseline assessment 
work (conducted in the late spring of 2021) and the holding of the country’s municipal elections 
in October.  An additional time constraint were summer vacations and work slowdowns in the 
country during July and August.    
 
Even with some delays caused by other project start-up events and a national holiday, basic 
project and other background documentation was supplied by SRMA staff in May, interview 
questions were designed and finalized by early June, and interviews were conducted in a remote 
fashion using Zoom or telephone connections by the beginning of July.  Additional documentary 
research was conducted in late July and early August, consisting of donor reports, think tank 
reports, academic studies, and various legal and policy materials.  Although several mayors 
failed to appear for interviews, in the end a total of 23 semi-structured interviews were 
conducted with some 30 participants, including mayors and other local government officials, 
NGO representatives, donor staff, and academic experts and other knowledgeable observers.   
 
There are a number of limitations affecting this PEA in addition to those involving time and 
resources.  One significant limitation is the relative scarcity of candid analyses of recent political 
dynamics in the country; these dynamics are frequently opaque either due to lack of detailed 
written information about certain institutions or political figures or a reluctance of certain 
informants to share such views, even off the record.  A second limitation, closely related to the 
first, has to do with the relatively small numbers of domestic and international experts on the 
country (including on the subject of fiscal decentralization) and the difficulties inherent in 
triangulating viewpoints in this context.  A third limitation is the lag time associated with 
collection of certain kinds of demographic or other hard data relating to fiscal decentralization 
(a situation made more difficult by the COVID-19 crisis): some documentary information is 
several years old. 
 

                                                         
1 A more elaborate and intensive PEA process, described in the DRG guide to practitioners on the subject, can 
extend over a period of five or so months depending on the size and complexity of the project and the nature and 
length of the field research and preparations therefor.  See Alina Rocha Menocal, Marc Cassidy, Sarah Swift, David 
Jacobstein, Corinne Rothblum and Ilona Tservil, 2018.  Thinking and Working Politically Through Applied Political 
Economy Analysis: A Guide for Practitioners (Washington: USAID), p. 6.  
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Finally, there is the matter of the timing of this report.  While it is certainly the case that 
completion of the report prior to the municipal elections means that otherwise potentially 
important political information derived from those elections will not be incorporated, it is also 
true that any PEA is designed to be a dynamic document that can be formally or informally 
amended/supplemented with additional data.  In this instance, the authors of the report stand 
ready to engage the SRMA team in discussion about the implications of the election results for 
engagement with mayors on key activities in the present workplan, particularly Components 
One and Three that depend on significant mayoral and municipal staff commitment.  It is 
important to acknowledge, however, that a large number of interviewees, when asked about 
the import of the October 2021 municipal elections for project implementation, stated that 
they did not believe the election results would change the fundamental political dynamics in the 
country.  At the same time, it is quite possible to imagine that the election of just a few 
additional dedicated reform-minded mayors could make a difference to project success through 
their leadership and/or example in certain forums or through certain pilot initiatives supported 
by SRMA.  Hence the importance of closely monitoring the political situation as a matter of 
what one might call ‘CLA discipline’; if this PEA and the ongoing learning process are taken 
seriously, then the project will be in a strong position to adapt its work as necessary to 
changing circumstances, while also being grounded in certain political fundamentals that can 
temper unrealistic expectations.     
 

III. Review of the North Macedonian Country Context  
 
While the focus of this PEA is on the present fiscal decentralization dynamics and their 
implications for SRMA implementation, the design of the project and expectations for its 
success are colored deeply by a range of foundational and institutional factors at the country 
and local level that require clear understanding and analysis.  Each of these two pillars of the 
PEA analysis are treated below.   
 

A.  Key Historical Legacies and Foundational Factors 
 
North Macedonia, a landlocked former Yugoslav republic, gained independence in 1991 as a 
parliamentary democracy but was untouched by the violence that swept the other constituent 
parts of the former socialist state to varying degrees in the wake of its dissolution.  Relatively 
impoverished and less developed than its neighbors, Macedonia – which only assumed the name 
of North Macedonia in 2018 through the Prespa Agreement with Greece—nevertheless moved 
further with privatization than many other countries in the Balkan region and pursued relatively 
strong business enabling policies that eventually gained it EU candidate status in 2005.  At the 
same time, much of its early history in the 1990s was marked by severe tensions between the 
majority Macedonian population and the country’s large Albanian ethnic minority.  These 
tensions, exacerbated by the Kosovo crisis in 1999, descended into open conflict in 2001 
ending only with the signing of the Ohrid Framework Agreement (OFA)—a mediated 
settlement brokered by the European Union and the United States.  The OFA established 
constitutional and political reforms in response to the demands raised by the Albanian 
community, including certain power-sharing features such as a double majority (consent from 
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minorities represented in parliament) for key parliamentary decisions, municipal 
decentralization, an official role for minority languages, representation of minorities in the 
public administration.   At the same time, Macedonian and Albanian parties saw that electoral 
rewards could accrue to them through decentralization.2  
 
It is no exaggeration to say that the OFA has substantially influenced the subsequent course of 
North Macedonian politics, engendering a consensus-based approach to many policy reform 
issues that has kept the peace but led to a form of coalition-building between the majority and 
minority populations that is seen by many as pragmatic to a fault—often favoring  shorter-term, 
least-common-denominator policies that serve the political parties involved but neglect to 
advance longer-term national interests.   As will be discussed in greater detail below, the 
dominant political parties have become so adept at log-rolling to advance clientelist priorities 
and maintain party discipline – including the promotion of public employment for key party 
supporters -- that they fail to take advantage of opportunities for bolder initiatives that could 
potentially garner them larger electoral margins and burnish their technocratic credentials.  
Still, the gradual trend has been for relatively technocratic governments to advance a modicum 
of reforms, backed by a public that is increasingly impatient for EU accession (support for 
accession has hovered near 80% for many years) and frustrated at the lack of creativity and 
innovation on the part of government officials, both at the central and municipal levels.  The 
impatience has grown more acute over the past 15 years, as first the 2008 financial crisis took 
its toll on economic and political development, and then the VMRO-DPMNE party (Internal 
Macedonian Revolutionary Organization-Democracy Party for Macedonian National Unity) 
grew increasingly authoritarian, populist, and nationalistic under Prime Minister Nikola 
Gruevski, plunging the country into turmoil with increasingly brazen acts of corruption and a 
wiretapping scandal that revealed as many as 20,000 Macedonian citizens having been under 
surveillance by the state.   
 
More recently, as a result of the July 2020 elections, the building of a new coalition between the 
Social Democratic Union of Macedonia (SDSM) and the Albanian-led Democratic Union for 
Integration (DUI, the erstwhile partner of VMRO-DPMNE), led by Prime Minister Zoran Zaev,  
resulted in a razor-thin parliamentary majority (46 versus 44 seats) and high expectations for 
change.3  The new government faces a wide range of governance challenges, however, including 
grappling with the economic downturn occasioned by the COVID-19 pandemic.  Although the 
Prespa Agreement opened the door to NATO membership in early 2020, EU accession 
negotiations have been delayed, first due to toughened conditions insisted upon by France and 
then various objections by Bulgaria (insisting on Macedonian being classified as a ‘regional norm’ 

                                                         
2 See Aisling Lyon, 2012. “Decentralization and the Management of Ethnic Conflict: A Case Study of the Republic of 
Macedonia,” Unpublished Ph.D. dissertation, pp. 189-192. 
 
3 Notably, Prime Minister Zaev was unable to forge a new partnership with other Albanian parties, which might 
have otherwise led to a practical and symbolic break with some of the political practices of the past.  
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of the Bulgarian language and skirmishing over long-standing disagreements about the two 
countries’ World War II alliances and other legacies).4    
 
On the eve of local elections in October 2021, the ruling coalition is aware of voters’ distaste 
for business as usual and abuse of power.  In May 2020, 78% of those answering a public survey 
said that members of Parliament primarily defended their own personal interests (72% said they 
also primarily defended their party’s interests).5  In a more recent nationwide poll, over half of 
respondents (53%) said they would prefer that another candidate be elected mayor of their 
municipality in place of the incumbent.6  Yet changing deep-seated partisan instincts may be 
hard: while SDSM developed a code of conduct and trained more than 400 party members on 
ethics and transparency this past March,7 questions have been raised about the propriety of the 
government awarding 50 million Euros in infrastructure projects to some 70 municipalities 
largely led by mayors from the ruling parties just over two months before the new local 
elections.8 
 
What these and other news stories and analyses reveal is a cozy political culture that has 
engendered intense cynicism at a time when genuine transformation and risk-taking are needed, 
particularly on matters of fiscal decentralization.  At the same time, there are a variety of 
embedded political, economic, and social influences that make such risk-taking harder than it 
might be under other circumstances.  Such is the intense, but delicate state of political 
competition in the country – and legacy of elite bargaining and power-sharing between majority 
and minority groupings – that neither of the leading political coalitions, nor most of the nation’s 
individual politicians (at the central or local level) appear eager to truly shake up the deeper 
equilibrium that has emerged over the past two decades.  
 
Significant Foundational Political Features/Currents.  A small country in size and 
population, with relatively few degrees of separation between individual citizens, even in the 
capital, North Macedonia has spawned a relatively clientelistic political culture that has 
encouraged political parties to share the spoils of victory at the national and local levels 
through patronage and rent-seeking.  According to multiple key informants, this has involved 

                                                         
4 Sinisa Marusic, “North Macedonia MPs Adopt ‘Red Lines’ in Bulgaria Talks,” Balkan Insight, July 29, 2021.   
  
5 Institute for Democracy “Societas Civilis’ (IDSCS), pp. 14, 27.  In the same poll, respondents said the 
Government controls parliament (63%) rather than the other way around.   
  
6  “IRI North Macedonia Poll Shows Concerns with Pace of EU Accession, Concerns with Economy and COVID-
19, Dismay with Local Leaders,” International Republican Institute Center for Insights in Survey Research, June 16, 
2021.  IRI.org@IRI_Polls.  
  
7 Ana Alibegova, “Working to Build Trust in Politics in North Macedonia,” Democracy Speaks Blog Post, June 21, 
2021.   
 
8 Sinisa Marusic, “North Macedonia Opposition Cries Foul Over Pre-Election Giveaway to Municipalities,” August 
11, 2021.   
  
 

mailto:IRI.org@IRI_Polls
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licit and illicit exchanges among political allies, including the promotion of mayoral candidates 
and council members at the municipal level whose greatest asset is often their loyalty and 
personal popularity rather than professional competence or political track record.  Indeed, 
several interviewees for this PEA remarked on the lack of credentials of mayoral candidates 
selected by the parties to run for office, as well as those individuals’ lack of a long-term vision 
or commitment to public service (many do not have a strong intention to run for reelection, 
but see a mayoral position as a stepping stone to other political office).  Despite a Public 
Administration Reform Strategy and Action Plan for 2018-2022 that professes to strengthen 
the principle of merit based recruitment and hiring, many mayors and other public officials 
continue to install political allies to government positions.9  This has a pronounced demoralizing 
effect on otherwise qualified and competent civil servants, and on the general public. 
 
Against this backdrop, corruption remains a significant problem, particularly with regard to law 
enforcement and the judiciary,10 and even when individuals suspected of corruption are 
investigated, there is a reluctance in many institutions to enforce the law vigorously on the 
theory that what goes around might come around.11  This was the case with the otherwise well 
respected Special Prosecutor’s Office, whose mandate was allowed to expire in September 
2018 with relatively few indictments.12  More broadly, there are significant corruption 
weaknesses that from a practical standpoint have gone largely unaddressed, including poor 
procurement and land cadaster system oversight (where favoritism and bribery are reportedly 

                                                         
9 See European Commission, 2019 Commission Staff Working Document on North Macedonia and EU 
Enlargement, https://ec.europea.eu/neighbourhood-enlargement/sites/near/files/20190529-north-macedonia-
report.pdf.  There are frequent reports that employment opportunities are routinely tailored to fit the 
characteristics of particular applicants.  Freedom House, 2020 Nations in Transit Report on North Macedonia, p. 7.   
 
10 The country ranked 111th out of 180 countries in the 2020 Transparency International Corruption Perceptions 
Index report, a drop from 64 in the 2014 ranking a second worst regionally only to Bosnia-Herzegovina.  This 
occasioned substantial hand-wringing in the North Macedonian press and political circles.  See Milica Stojanovic, 
“Corruption Perceptions Worsening in Balkans, Central Europe, Transparency Says,” Balkan Insight, Jan. 28, 2021; 
Sladjana Taseva, “In North Macedonia, Public Pressure Opens a Door to Combat Entrenched Corruption,” TI 
North Macedonia Blog, Feb. 11, 2021.  While perceptions surely have worsened in relative terms, a different and 
more objective set of corruption measures are furnished by the Index of Public Integrity, under which North 
Macedonia ranked 53 out of 117 countries, a drop from 41st in 2015, but still ahead of Albania and BiH (the IPI is 
an index composed of various measures relating to administrative burdens, judicial independence, trade openness, 
freedom of the press, and budget transparency.  Mungiu-Pippidi, et al., 2019. Index of Public Integrity, European 
Research Centre for Anti-Corruption and State-Building (ERCAS), http://www.integrity-index.org...  Interestingly, 
the incidence of reported bribery with public officials/services is relatively low according to a recent USAID poll 
(27%). See USAID, 2021. Democracy and Governance Survey-2020 North Macedonia Report, p. 8.  
 
11 New consolidated legislation on the prevention of corruption and conflicts of interest was adopted in 2019, but 
according to multiple key informants, there is substantial skepticism among expert observers that the law will be 
vigorously enforced by the country’s anticorruption body (the State Commission for the Prevention of 
Corruption) and other law enforcement organs.  
   
12 Vasko Magleshov, “Justice Denied: How North Macedonia’s Special Prosecution Became History,” July 1, 2020.  
There also remains substantial distrust of the judiciary; leaked phone calls have shown members of the ruling elite 
directly involved in the selection of judges close to them. 
   
 

https://ec.europea.eu/neighbourhood-enlargement/sites/near/files/20190529-north-macedonia-report.pdf
https://ec.europea.eu/neighbourhood-enlargement/sites/near/files/20190529-north-macedonia-report.pdf
http://www.integrity-index.org/
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fairly common)13 and significantly for this PEA, budget accountability and transparency (including 
neglect of enforcement of hard budget constraints imposed by law on municipalities).    
 
More broadly, although North Macedonia boasts a relatively vibrant electoral democracy,14 its 
overall ranking in the 2021 Varieties of Democracy Liberal Democracy (V-Dem) Index is only 
79th, reflecting weaknesses in oversight, accountability, and governmental integrity that 
constitute discrete areas of analysis under V-Dem’s so-called Liberal Democracy sub-index.  
The country also scores poorly on the so-called Deliberative Democracy sub-index, a sub-
component that addresses such issues as respect for counter-arguments when policy changes are 
being considered by government, and the range of consultation conducted in those circumstances.  
These two inquiries, which go to the heart of concerns about the country’s lack of 
transparency in policy development, have particular relevance to the fiscal decentralization 
context, including issues of revenue mobilization and budget formulation and execution.15   
Virtually all of the civil society and independent academic and other experts interviewed for the PEA 
noted the lack of consultation and collaboration characterizing the development of most central and 
municipal government policy and financial initiatives, including annual budgets.16  Perhaps not 
surprisingly, Macedonia scores low on the Open Budget Partnership’s Open Budget Index—
with a budget transparency score in 2019 below the global average and worse than the 
country’s score in 2010.  Even more disappointing, the Open Budget Index has assigned a score 
of zero to the country on budget participation—reflecting a long-standing lack of opportunity 
for the public to participate in any way in the budget process at the pre-budget, legislative, 
implementation, and audit stages.17     
 
In this vein, many key informants interviewed for this PEA lamented the lack of transparency 
regarding not only the state’s overall fiscal condition, but the development of many Ministry of 
                                                         
13 See GAN Risk and Compliance Portal, North Macedonian Corruption Report, August 2020; World Bank Enterprise 
Survey 2019; World Economic Forum, Global Competitiveness Report 2017-2018.  
 
14 The country was ranked 35th in the world out of 179 countries in 2020 in matters of participatory democracy 
according to the relevant V-Dem sub-index that measures various kinds of civic engagement, including electoral 
participation), and had a similarly strong ranking of 64th according to the Electoral Democracy sub-index that 
measures not only electoral openness but freedom of expression and assembly.   Last summer’s elections, for 
example, which were conducted under difficult COVID-19 conditions, were widely praised for their accessibility.  
 
15 These concerns were apparent in the report on V-Dem data for the country conducted by the Democracy 
Rights and Governance Learning, Evaluation, and Research (DRG-LER) Project in 2019. See USAID, 2019. Standard 
DRG Country Data Portrait on North Macedonia (Washington: DRG-LER Project). That report also noted V-Dem 
data reflecting continued high rates of political polarization and problems with executive embezzlement. See p. 47.  
 
16 One noted exception at the CG level that was mentioned in the key informant interviews was the Ministry of 
Labor and Social Policy’s practice of soliciting civil society views with regard to draft policies and budget matters 
(and generally reporting back on if and how such views were or were not incorporated and why).    
 
17 See https://www.internationalbudget.org/sites/default/files/country-surveys-pdfs/2019/open-budget-survey-
macedonia-2019-en.pdf. Notably, Macedonia’s OBI score of 0 is the worst in the Balkans and well below the global 
average of 14 in 2019.   
  
 

https://www.internationalbudget.org/sites/default/files/country-surveys-pdfs/2019/open-budget-survey-macedonia-2019-en.pdf
https://www.internationalbudget.org/sites/default/files/country-surveys-pdfs/2019/open-budget-survey-macedonia-2019-en.pdf
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Finance policy proposals—including various legislative changes affecting the country’s fiscal 
decentralization framework, as discussed below.  This opacity is mirrored at the local level; the 
organization ACTION SEE (Accountability, Technology and Institutional Openness Network in 
the South East Europe region, a Balkans civil society network) issued a report in 2019 asserting 
that North Macedonia’s municipalities were the least open, accessible, and transparent in the 
Western Balkans,--citing deficiencies in public consultation, lack of intelligible information for 
the public on municipal websites, lack of citizen information bureaus/kiosks, and failure to 
promulgate rudimentary strategic planning, budgeting, or procurement goals and indicators.18   
 
Significant Foundational Business Environment and Economic Governance Factors. For 
the most part, North Macedonia has exceeded expectations when it comes to the general 
business environment and some fundamentals of economic governance.   For example, it now 
has an overall rank of 17th in the world for ease of conducting business transactions under the 
World Bank Doing Business index, up from 31st in 2015, and administrative burdens (including 
administrative corruption) are generally understood to be relatively modest in magnitude and 
prevalence (with Macedonia ranked 28th in the world out of 117 countries in in this category, 
according to the Index of Public Integrity (well ahead of Serbia, Albania, Romania, Bulgaria, and 
BiH).19 Under the World Bank’s Regulatory Quality index, the country has steadily improved its 
ranking from 2009 to 2019 (from 60th to 70th percentile out of over 200 countries), although its 
Government Effectiveness rating is unchanged at the 52nd percentile.20  Notably, several 
interviewees stated that the country’s land cadaster system has been significantly improved 
over the past several years, although there are still problems with updating and ensuring that 
local governments have adequate connectivity to the system.  The number one commercial 
problem remains the country’s sizable informal economy (which could account for nearly a 
quarter or more of the nation’s GDP),21 which intersects with thorny issues of public distrust 
of government and taxation as well as the general societal dearth of transparency.  
 
The country is ranked 37th in the world in terms of the overall tax burdens (time and cost) on 
business according to Doing Business, but the rollback of more progressive tax legislation after 
                                                         
18 Danche Danilovska and Nada Naumovska, Openness of the Local Self-Government Institutions in the Republic of North 
Macedonia and the Region (Metamorphosis Foundation for Internet and Society and Action SEE), July 2019, p. 4. 
https://metamorphosis.org.mk/wp-content/uploads/2019/10/lokalna_vlast_eng_2019_4.0.pdf. 
 
19 https://www.doingbusiness.org/content/dam/doingBusiness/country/n/north-macedonia/MKD.pdf; 
https://integrity-index.org/?yr=2019. The Doing Business index can, however, be an unreliable gauge when it comes 
to overall quality of economic governance given the high degree of standardization of measurement and in some 
cases, possible ‘races to the bottom’ in term of regulatory prudence.  For example, Macedonia slipped from 3rd in 
the world in 2015 in the time necessary to register a business to 78th in 2020. While this certainly reflects relative 
global improvements in this indicator in many countries around the world, it is unclear whether the objective 
addition of a few additional regulatory procedures in the past 5 years is purely negative phenomena smacking of 
red tape.   
 
20 See https://info.worldbank.org/governance/wgi/Home/Reports. 
 
21 Peter Sanfey and Jakov Milatovic, 2019. EBRD North Macedonia Diagnostic, pp. 9-10.  
 
 

https://metamorphosis.org.mk/wp-content/uploads/2019/10/lokalna_vlast_eng_2019_4.0.pdf
https://www.doingbusiness.org/content/dam/doingBusiness/country/n/north-macedonia/MKD.pdf
https://integrity-index.org/?yr=2019
https://info.worldbank.org/governance/wgi/Home/Reports
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less than a year, in November 2019, reflects deference to some segments of the business 
community at the expense of social equity and vital government revenue needs.  Indeed, tax 
policy and the country’s foreign direct investment strategy have resulted in an exceedingly low 
revenue-to-GDP ratio, among the lowest in Europe and suggestive as well of revenue collection 
weaknesses and lower than optimal tax rates.22  Overall, this has hobbled necessary 
investments in infrastructure and infrastructure maintenance, in education, and especially in the 
building of better government human resource capacity23 (numerous interviewees cited the 
difficulties faced by the government at all levels, but especially in local government, in attracting 
technical and managerial talent due to low government salaries).   
  
While many donors politely cite some progress in fiscal management by the Ministry of Finance, 
the World Bank in a 2019 report offered a largely critical assessment of various aspects of CG 
financial management—from substandard financial forecasting, to basic inefficiency in monitoring 
and controlling financial commitments, to unrealistic/poorly substantiated and uncoordinated 
reform strategies, to poor accountability in financial reporting.24  This general appraisal was 
echoed by multiple knowledgeable expert interviewees for this PEA, who faulted the Ministry of 
Finance for its secrecy and at times for its dismissiveness of outside expertise and learning.  
This attitude is frequently mirrored at the local level, where, as will be discussed in some 
greater detail below, there is only very limited budget and policy transparency (reflected in 
rudimentary municipal websites) and overall poor communications with most citizens.  
 
Significant civic/social factors and public attitudes. Certain social and public opinion 
matters are important to take into consideration as additional background factors for this PEA.   
Indeed, public attitudes toward governance are in a strong reciprocal, dynamic relationship with 
objective developments in policy and public administration.  There is a well-known public 
cynicism about government in the region over the past several decades, as reflected in data 
from the World Values Survey25 and the Wellcome Trust Global Monitor, which showed trust 
in national government in the region in 2018 to be low in the Balkans generally, but especially 
low in North Macedonia (along with Romania, and Bulgaria).26 Similarly, most North 
Macedonian citizens have a jaundiced view of politics and corruption, as reflected by the fact 

                                                         
22 World Bank, 2019. Sowing the Seeds of a Sustainable Future: North Macedonia Public Finance Review, p. 20.  
 
23  Id., pp. 25, 27. The government wage bill was the second lowest in the region over the past decade, according 
to the World Bank. Id., p. 23.  
 
24 Id., pp. 31-34.   
 
25 Inglehart, et al, 2014. World Values Survey 6, https://www.worldvaluessurvey.org.WVSDocumentationWV6.jsp. 
However, alongside low generalized trust indicators, the survey also shows a pronounced growth in freedom of 
expression in the region, which dovetails with other strong indicators of civil society vibrancy such as the V-Dem 
data mentioned above.    
 
26 https://wellcome.org/reports/wellcome-global-monitor/2018.  This low trust trend is confirmed by the USAID 
2020 DRG Survey for North Macedonia.  
 
 

https://www.worldvaluessurvey.org.wvsdocumentationwv6.jsp/
https://wellcome.org/reports/wellcome-global-monitor/2018
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that the average response of citizens to the following statement was 7.4 on a scale of 1 to 8: 
“Hard work is no guarantee of success in public sector, as for most people it is more a matter 
of connections.”27  This skepticism also flows over into views about the media, which as noted 
earlier, is otherwise relatively free and vibrant in relation to its neighbors.  According to the 
2019 Balkan Barometer survey, fully 75% of the public believes media are affected by 
corruption.28  
 
This cynicism can be overestimated in a comparative context, but can still be quite revealing 
within an individual country or over time.  In this vein, it is worth noting a few different public 
opinion polls reflecting rather strong negative attitudes toward government generally and local 
government in particular.  For example, in the 2020 Balkan Barometer poll, fully 45% and 13% 
of citizens rated the treatment of citizens by North Macedonian government bodies “Good” or 
“Very Good,” respectively (which, while ostensibly respectable, represented the lowest figures 
in the Western Balkans other than in Kosovo)—which reflected a noticeable drop from the 
50% and 14% figures, respectively, registered in the 2016 poll.  Likewise, for a question 
regarding general satisfaction with public services in the same poll, the 2020 figure for “Mostly 
Satisfied” was 26% (below the regional average), while in the 2016 poll, the figure had been 30% 
(well above the regional average).29   
 
Meanwhile, passivity remains the defining feature of the citizens’ relationship with decision 
making across SEE, and civic awareness of many aspects of central and local government 
functioning is low.  Nearly half of all respondents (47%) indicated in a 2019 poll that they didn’t 
discuss government policy decisions at all (even privately),30 and well over half of citizens polled 
in a recent USAID DRG survey (58%) never took an action to engage local government to solve a 
local issue.   Perhaps unsurprisingly, that same survey revealed that fully 56% of citizens were not 
informed about how municipal taxes were used, while only 16% said they were.   Even 
information about NGOs or citizens’ associations in communities appears to be scarce; 59% of 
the respondents in the same poll said they are not informed about them, and 77% indicated they lacked 
motivation to participate in citizens’ associations on various issues of social importance.   
  
Overall significance in relation to the PEA. The foregoing information has significant 
implications for this PEA and for SRMA.  Most notably, the levels of civic trust and apathy (and 
the nature of the informal economy) constitute serious constraints on general efforts to 
mobilize citizens and communicate with them in a sustainable, genuinely collaborative manner – 
                                                         
27 See Balkan Barometer 2020 Analytical Report, p. 108 (2019 poll figures).  Notably this was the second highest 
figure in the Western Balkans after Albania.   
 
28 See Balkan Barometer 2019 Analytical Report, p. 103. This distrust is also confirmed by the recent USAID DRG 
2020 Survey for North Macedonia, which showed that only 31% of citizens consider the news presented in the 
media objective, while 28% are on the other side of the spectrum and consider them biased. 
 
29 2016, 2019 Balkan Barometer data, https://www.rcc.int/balkanbarometer/results/2/public.  
 
30  See Balkan Barometer 2019 Analytical Report, p. 105.   
 
 

https://www.rcc.int/balkanbarometer/results/2/public
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although the upside opportunities are also potentially quite large, especially since such efforts in 
in the fiscal decentralization context have been very modest and halting over the past fifteen 
years.  Activities aimed at increasing civic engagement and genuine consultation and deliberation 
must be highly transparent and pragmatic (addressing formidable incentive barriers) and the 
messaging around them must be commensurate in clarity and persuasiveness.  As the next 
section will demonstrate, while the CG continues to develop policies and legislative 
amendments to address aspects of long-standing municipal revenue shortages, the CG track 
record for overall accountability in this regard is low (as is public trust in the CG),31 so the 
avenues for genuine progress will for the most part lie with reform-minded champions and 
allies at local level.  
  

B. Institutional Factors/Rules of the Game Surrounding Fiscal 
Decentralization 

 
After a promising start in 2004-2005, progress in fiscal decentralization in North Macedonia has 
stagnated over the past decade, despite accumulating evidence that significant policy and 
legislative reforms are needed and despite significant pressure and guidance from various 
international financial institutions and donors.  There are a host of interconnected problems – 
some of them relating to the large number of small and under-resourced municipalities in the 
country, 32 others having to do with limitations on own-source revenue raising by municipalities 
and an over-dependence on inter-governmental transfers.– but technical solutions are not in 
short supply; the core problem, rather, is one of political will based on the incentives facing 
most central and municipal officials (and ultimately, a failure of political leadership in central 
institutions, but particularly the Ministry of Finance).  This section of the PEA addresses the 
fundamental problems surrounding North Macedonia’s fiscal decentralization framework and 
their accumulating severity. 
 
The basic decentralization framework.  Pursuant to the Ohrid Agreement and the 2002 Law 
on Local Self-Government, the then-CG reduced the number of municipalities in the country 
from 134 to 84 and the capital city of Skopje (the number was subsequently reduced to 81 
LGs), and in 2005, adopted a plan for the transfer of certain government competencies and 
resources.  This two-phase process entailed transfer of a wide range of delegated 
responsibilities, such as child protection, the collection of taxes, urban and rural planning, the 
management of primary health care, primary and secondary education, social welfare services, 
and various communal activities, including water, sewage, public hygiene, waste administration, 
public transport, construction and local road maintenance, local economic development, and 
sports, recreation, and certain cultural activities (education is the dominant area of expenditure 

                                                         
31  Trust in the CG fell by five percentage points between 2019 and 2020 alone, according to the 2020 USAID 
DRG Survey for the country, which resulted in a relative rise in trust in municipal government. See pp. 22-23.  
 
32 A large number of small or rural municipalities have only one or two technical staff persons who can capably 
prepare budget documents and/or grant applications. 
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by far).33 This was a major shift, given the fact that throughout the 1990s, Macedonia was one of 
the most centralized countries in Europe as it sought to build its own capacities following the 
breakup of the Yugoslav Republic (by contrast, socialist Yugoslavia had a very well developed 
system of local government with strong municipal fiscal autonomy and a large proportion of 
own source revenue).  
 
Although the system of transfers was intentionally designed to be kept simple but subject to 
change over time as a matter of experimentation, as a practical matter competencies 
transferred to LGs were in many cases ambiguous and a significant proportion of those 
ambiguities and complexities have not been addressed.  For example, there are many case in 
which central line ministries exercise authority and have concurrent but poorly differentiated 
responsibilities in standards setting, financing, and service delivery, particularly in the areas of 
education (e.g., regarding school maintenance), economic development, social welfare, urban 
planning, and health care.  In some cases as well, this delegation of competencies—and certain 
kinds of associated transfer financing through block grants—were premised on one-size-fits-all 
historical institutional functions or the presence of physical facilities (e.g. in the case of certain 
schools) rather than based on a more straightforward and cost-based spending methodology, 
adjusted for certain geographic differences (e.g. per pupil cost of education).  These problems 
have resulted in persistent under-funding of certain LG expenditures for delegated 
responsibilities, and in turn, unrealistic budgeting expectations by central and local authorities 
alike.34  Ultimately, as discussed in greater detail below, this has led to similarly persistent calls 
by LGs – notably through their private association, the Association of Local Self-Government 
Units (ZELS) – for substantial CG transfer increases.   
 
At the same time, however, there is a lack of clarity regarding realistic expectations for 
municipal own-source revenue mobilization.  Pursuant to the Law on Financing the Units of 
Local Self-Government adopted in 2004, the main sources of revenue for local governments are 
currently the property tax, non-tax revenues from communal taxes and administrative fees, 
capital revenues (from the sale of assets), donations, loans or grants (both foreign and 
domestic), and finally, various large transfers consisting of (a) sizable block grants for the 
aforementioned delegated competencies, and (b) portions of the nation’s Value Added Tax 
(VAT), personal income tax (PIT), and leases of agricultural land.35  While the largest source of 
own revenue is the property tax (consisting of both an annual real estate tax and a tax on the 

                                                         
33 The first phase launched the decentralization process in 2005 with the introduction of earmarked conditional 
grants and a requirement that municipalities have on staff a certain number of qualified employees, while the 
second phase, which commenced in 2008, permitted municipalities that demonstrated good financial results over a 
period of 24 months (with no outstanding liabilities to suppliers or other creditors that exceeded usual payment 
terms) to receive relevant block grants. 
    
34 Sowing the Seeds of a Sustainable Future, supra, pp. 43, 52.   
 
35 SRMA Baseline Report (July 2021), p. 17.  The largest share of municipal budgets go to education, and of those 
amounts, fully 75% are directed toward wages and salaries. Id., p. 18.  
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transfer of real property)--accounting for perhaps a tenth of total local government revenues 
and more than a quarter of all municipal taxes36-- OSR as a whole constitutes only about 34% 
of local government revenue (in 36 municipalities, the figure is less than 20%).  Block grants, by 
contrast, account for an average of 51%37; another 7% is attributable to the shared revenues 
from the VAT, the PIT (about 3% of total collected revenues) and the leasing of agricultural 
land (approximately 10% of such total collected monies).  Yet another 7% represents various 
kinds of other CG grants (e.g., for specific construction and/or other purposes).    
 
Property tax collection is low even by regional standards and could in theory be improved 
through some combination of updating property information and valuations, raising the 
property tax rates, and/or improving collection processes/enforcement.38  According to various 
observers, raising rates is a non-starter politically for most municipalities given the path 
dependency of historical rate levels (which are quite low) and a fear of alienating taxpayers 
generally and the business community in particular. At the same time, most LG’s lack the 
resources and capacity to value property in a sound and timely (i.e., frequent) manner and are 
especially hobbled by poor and outdated communications with the national land cadaster.39  
Even with a helpful change in the methodology for property assessment introduced in 2013, the 
aforementioned core challenges remain substantial.   
 
Meanwhile, even in the area of fees and charges, municipalities have been frustrated by an 
overly uniform legal framework (with many such fees set in a fixed range according to a rigid 
tariff schedule), as well as a lack of creativity and initiative on the part of mayors and local 
councils in operating within that framework.  The 2004 Law on Communal Fees allows for as 
many as ten different types of fees to be assessed for various activities, ranging from business 
signage to temporary use of public space to use of public lighting and parking and other 
vehicular-related user fees.  But most of these fees are not only set according to uniform 
permissible levels/ranges, but are in no way differentiated according to the type or income of 
the user.40  While tariff reform needs to occur to allow for greater correspondence between 
municipal user attributes and fee levels, it is also the case that municipalities have failed to take 
adequate advantage of the limited freedom they now have to apply existing fees to a broader 
range of users and circumstances.   
 

                                                         
36 Sowing the Seeds of a Sustainable Future, supra, p. 55. Property tax collection was less than a third of that of 
Montenegro in 2016 and only half that of Serbia.  National Association of Local Authorities of Southeast Europe 
(NALAS), 2017. Local Government Finance Indicators in Southeast Europe—Statistical Brief.   
  
37 SRMA Baseline Report, supra, pp. 19, 64.   
  
38  Sowing the Seeds of a Sustainable Future, supra, p. 55.  
 
39 See Id., pp. 26-30; Sowing the Seeds of a Sustainable Future, supra, p. 56.     
  
40 SRMA Baseline Report, supra pp. 29-30.  Sowing the Seeds of a Sustainable Future, supra, p. 56.  
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General appraisal of the framework over the past decade.  Given these challenges, as well 
as the fact that many municipalities are small, rural, and frequently lack local economic assets 
that would generate significant revenue,41 the expectation in some quarters a decade ago that 
OSR could be readily increased is now generally viewed as naïve (notwithstanding the fact that 
many municipalities have failed to take advantage of the current legal framework to maximize 
opportunities to collect OSR).  However, while the intergovernmental transfer system was 
then seen as a better short-term source of solutions to the situation, that system is itself best 
with many problems, as noted above.42  At the same time, it may prove politically and/or 
practically difficult to consolidate smaller municipalities into larger, more sustainable units or 
rely on regional development centers to generate significantly greater economic development 
activity of immediate benefit to individual LGs.43   
 
All of these problems have been worsened by poor public financial management practices by 
municipalities. First, most municipalities generate persistently unrealistic budgeting estimates, 
often merely reflecting a political stance on the part of mayor and local councils and frequently 
untethered to either actual current needs or realistic revenue constraints.  Indeed, spending 
needs and cost projections are often formulated by budget officers based on historical 
experience rather than recent empirical evidence, including citizen input.44   
 
A second problem relates to poor municipal asset management and procurement practices. 
Few municipalities have any kind of registry of municipal assets, which not only creates 
opportunities for corruption but thwarts the ability of LGs to plan for depreciation and asset 
replacement as well as maintenance needs.45 That, in turn, prevents meaningful long-term 
planning and budgeting with accurate figures.  At the same time, many municipalities have poor 
procurement systems, ranging from ill-specified criteria to inadequate contract management 
practices in overseeing and paying contractors for their work.  
 

                                                         
41 As many as 30 LGs have a population of less than 10,000, which is often understood to represent the minimum 
size necessary to capably provide a range of basic public services. Sowing the Seeds, supra, pp. 49-50.  
 
42  For example, in the case of education, many responsibilities are geared to the presence of a school facility and 
its operation rather than per student educational costs.  Jan Hercyzynski, 2019. Earmarked and Block Grants in 
Macedonia: Options for Reform (Report to the Ministry of Local Self-Government), pp. 38-40, 68-69; Sowing the 
Seeds of a Sustainable Future, supra, pp. 54-56.   
 
43 Such bodies owe their existence to the Law on Balanced Regional Development, but since its implementation in 
2008 (a revised law was adopted in 2021), the regional development framework has underperformed and the 
amount allocated for its fulfillment has consistently been less than the 1% of GDP prescribed by law.  SRMA 
Baseline Report, supra, pp. 22-24.  The new law envisions more balanced regional development, but according to 
several interviewees, there is little evidence to suggest strong political will behind its implementation or that it will 
tangibly increase individual local government revenues.  
 
44  SRMA Baseline Report, supra, pp. 31-32. 
  
45 SRMA Baseline Report, supra, p. 33.  
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A third major problem surrounds debt management by municipalities and in turn, the handling 
of LG arrears by the central authorities.  By law, municipalities are required to notify the 
Ministry of Finance within five days if financial irregularities are discovered, if outstanding 
obligations are not paid within 90 days, or if prescribed borrowing limits are breached.46 In 
actuality, municipalities are often slow to report these circumstances or supply detailed 
documentation in timely fashion. In turn, the MoF is supposed to address such problems 
promptly, but usually doesn’t.  Indeed, the Ministry generally fails to proactively monitor the 
financial situation of LGs based on the quarterly reports they are required to file with the MoF, 
and there is still no effective control mechanism to prevent municipalities from incurring new 
commitments in excess of existing budgets.47 More troubling, despite specific legal requirements 
in the Law on Financing Local Self-Governments requiring the MoF to declare municipal 
insolvency under prescribed conditions, not once has such a declaration been invoked even though 
dozens of municipalities have in fact met those conditions over the past decade.48 At the same time, 
there are several municipalities that have never been subject to a state audit despite this being a 
separate legal requirement.49   
 
The truly most significant longer-term detrimental influence on meaningful fiscal 
decentralization reform, however, has been the CG’s repeated wiping out of municipal debt in 
recent years—particularly at a time when as many as 20 municipalities have had their accounts 
blocked.  This began in 2018 with what was originally characterized as an extraordinary 
measure by the MoF to buy out some 50 million Euros in municipal debt, followed by adoption 
of a new budget planning rule that stipulated that a municipal budget for the upcoming year 
could not be more than 10% greater than the average of the budgets for the prior 3 years.  
However, the following year, the government failed to honor the rule and relaxed the 
percentage to 30%.   And earlier this year the MoF further relaxed the percentage to 50%, 
showing a willingness to curry favor with mayors while avoiding difficult longer-term reforms of 
the overall fiscal decentralization framework—reforms that could provide a more rational 
budgeting framework and stricter financial discipline.50  These actions have introduced 

                                                         
46 Law on Financing Local Self-Government, Section VIII, Articles 39-43. 
   
47 Sowing the Seeds of a Sustainable Future, supra, pp. 62-64. Complicating this picture are the particular problems of 
excessive infrastructure spending (based on poor planning and contract management), excessive municipal 
employment (often a patronage phenomenon), and the persistent education funding shortfalls described above.  
 
48 See Arts. 39-43, supra. See also SRMA Policy Paper on Municipal Debt Management, Annex 7, 2nd Quarterly 
Report, pp. 6-13.   Notably, recommendations for stricter financial discipline in the law were watered down in the 
draft recently sent to Parliament by the government.   
 
49  Id., Art. 38.  Moreover, more than a third of North Macedonian municipalities have no internal auditors or audit 
departments.  See SRMA Policy Paper, supra, p. 12.  Both the insolvency and audit provisions of the law need to be 
translated into more practical and binding prescriptions via detailed regulations, some of which could provide for 
better data management on municipal fiscal conditions as well as the parameters for an early warning system and 
better proactive monitoring of municipal monthly reports.  
50 SRMA Baseline Report, supra, p. 31.  Arguably, these actions have also had a deleterious impact on the rule of 
law, creating unnecessary confusion in the courts as debt collection cases are abruptly suspended even before the 
status of individual cases are properly clarified or resolved.  
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substantial moral hazard into the situation and created an expectation of future bailouts on the 
part of many, if not most, mayors—inclining them to focus almost entirely on obtaining more 
generous transfers to LGs rather than pursuing a combination of transfer reforms, more 
accountable budgeting practices, and enhanced property tax and other OSR collection.51  
Needless to say, this has demoralized those mayors and other local officials willing to expand 
municipal autonomy and diminish dependence on the CG.   
 
In the meantime, mirroring much of the lack of governmental fiscal transparency at the national 
level, local government budgeting and budget implementation remain very opaque.  According 
to recent data collected by the Center for Economic Analyses (CEA) in North Macedonia, an 
increasing number of key budget documents are included on the websites of many 
municipalities, but there is a long way to go for most LGs in this regard, and it remains 
problematic that few of them attempt to explain or annotate their budget documents to make 
them more intelligible to citizens.  Similarly, only 38% of municipalities recently made available a 
report to citizens on activities they implemented in 2019—including financial information about 
specific projects (annual reports are often too general for this purpose, or in some cases 
contain overly technical information). Finally, according to CEA, only about a third of the 
country’s LGs organized a citizens’ forum in 2019-2020 to help educate the public about the 
budget and solicit priorities for the following year—and only a handful of municipalities 
organized local economic development forums.52(Meanwhile, some form of public-private 
dialogue with the business community is conducted by an even smaller number of 
municipalities). This reflects a pervasive attachment to one-way, often informal, and 
individualized communication with citizens and CSOs (rarely rising above the level of the 
neighborhood self-government units), rather than treating these parties as collective decision 
partners and valuable sources of information (not to mention as recipients deserving of follow-
up/feedback information).    
 

IV. Here and Now: Key Relational Features of the Fiscal
 Decentralization Landscape on the Eve of Local Elections  
 
                                                         
 
51 Notably, even before the COVID-19 crisis, allocated CG transfers increased by 13% from FY2019 to FY2020. 
However, thanks to the pandemic, OSR decreased by 8.4% (from 36% in FY2019 to 28% in FY2020, creating an 
even starker contrast. SRMA Baseline Report, supra, p. 71.  
 
52  SRMA Baseline Report, supra, pp. 38-40. Apparently, Community Forums initiated and financed by the Swiss 
Development and Cooperation Agency (SDC) from 2006-2016 reached 59 municipalities, many of which amended 
their statues regulating the direct participation of citizens to add these forums as a specific mechanism for including 
citizens in adopting decisions of local importance, including capital investments.  A later initiative funded by UNDP 
and SDC focused on further improvement of transparency of mayor and councilors toward their citizens, but 
according to the Baseline Report, only a limited number of municipalities continue to organize budget forums using 
this mechanism and/or have adopted the good practices contained in a transparency operational handbook 
published by ZELS on its website. See p. 51.  Most municipalities do not prioritize public participation or budget 
funds for consultation/forums with citizens leading to a lack of sustainability of many such initiatives. Id., p. 52.  The 
use of social media to solicit information from citizens is relatively rare.  
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As the SRMA Project embarks on its third quarter of work, local elections loom within months, 
creating the prospect of potentially significant mayoral and local councilor turnover—even if 
the basic political dynamics and incentive structures informing fiscal decentralization remain 
relatively unchanged.53  In fact, virtually all of the individuals interviewed for this PEA who had a 
view on the subject stated that the elections would have little bearing on the larger path 
dependent forces that have brought the country to this point.  As will be discussed below, 
interviewees identified a relatively stable set of structural factors that will likely keep reform 
opportunities within certain recent historical parameters.  At the same time, continuing 
COVID-19 challenges (and attendant economic distress) will keep CG and local officials 
cautious (and a certain share of the citizenry distracted or exhausted), which will also 
contribute to modest system changes despite widespread citizen frustration and a desire to 
advance EU accession.  Above all, the MoF has appeared disinclined to create meaningful 
conditions for greater municipal fiscal discipline, and many months later appears to many 
interviewees to be even less organized, communicative, and transparent with stakeholders 
(even as to its stated intention to reform the VAT transfer system, which generally has 
widespread support).  Accordingly, as has been the case for some time now, the key incentive 
structures affecting the country’s fiscal decentralization arrangements suggest that more 
flexibility and opportunity for change, however modest, may come from below—from and 
among certain municipalities that can model and share good fiscal practices with peers and CG 
counterparts.    
 
At a deep level, much of the CG remains distrustful of expanding meaningful decentralization. 
Control of state prerogatives (and the power, resources, and privileges that go with them) is a 
reflexive tendency among senior politicians, including those in the present government who 
remember well the difficulties they endured as the minority during the Gruevski years.  At the 
same time, the government also duly appreciates the fiscal incapacity and under-resourced state 
of many of the country’s smaller municipalities, predisposing CG officials to the status quo (the 
municipal devil they know, as it were) despite the need for genuine change (even if that entails 
some form of consolidating smaller municipalities or moving to a two-tiered, asymmetric 
framework granting enhanced autonomy and more delegated responsibilities to the most 
capable LGs).  Such a stance also allows CG politicians to avoid alienating loyal mayoral and 
other allies by exposing poor municipal performance and/or special individual favors granted to 
LGs by central authorities.  Finally, there is the even more stubborn problem of mayors (and 
many citizens) having gotten accustomed to more generous intergovernmental transfers and 
debt bailouts in recent years—creating risk aversion to change, particularly if it might enhance 
the electoral prospects of the opposition.   
 
These deeper political dynamics, fueled by the historical developments discussed above, have a 
profound influence on the current behavior of key fiscal decentralization system stakeholders as 
well as their interactions, as discussed below.   
 
MoF’s disappointing leadership in recent years, including on the debt problem and VAT 
reform.  Despite the availability of a host of analyses and recommendations by various donors 

                                                         
53 Reportedly a relatively large number of candidates for mayoral and municipal council positions are running as 
independents.  
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and experts, MoF has failed to demonstrate significant leadership on fiscal decentralization 
reform over the past several years, according to several interviewees (and as evident from 
observation of government action or inaction, as the case may be).  The MoF’s tendency has 
been not only to avoid taking meaningful reform steps, but to adopt measures (such as the 
repeated debt bailouts) that create more difficult impediments to reform. Even with the 
recently discussed VAT reforms—creating new equalization and performance funds to address 
current geographic and demographic imbalances and to reward municipalities for better 
financial performance54 – the MoF has been highly secretive and dangled unrealistic legislative 
passage and implementation timetables in front of national and international audiences, serving 
only to undermine its credibility.  Indeed, there is persistent tendency to underestimate the 
time, resources, and staff skill levels necessary to properly prepare and support various reform 
efforts.  This lack of realism, concreteness, and transparency is reflected in the Ministry’s 
successive strategy documents in recent years, which frequently contain bland aspirational 
policy pronouncements in place of hard data and detailed schedules.  It is meanwhile 
noteworthy that the Ministry has failed to seriously consider expanding either capital transfers 
or the range of local tax instruments available to LGs (something that would ensure greater 
accountability of local officials to residents and generate more efficient tax collection).55 Even 
more fundamentally, the Ministry continues to avoid use of the monitoring and oversight 
powers at its disposal to identify and take legally authorized action on municipal fiscal problems 
when they first emerge—a troubling indication not only of a lack of political will, but also 
perhaps a lack of capacity that could handicap reform implementation and sustainability.56   
 
The CG’s fundamental lack of partnership and dialogue with the municipalities.  Many 
interviewees referenced the poor quality of the CG’s formal communications with LGs, most 
notably through ZELS as the latter’s collective body.  As reflected by larger political-social 
environment and behaviors shaped by it, the CG’s interactions with municipalities and ZELS are 
less frequent than they should be and often have an ad hoc quality about them—scheduled at 
the convenience of the government or at the insistence of ZELS after repeated efforts rather 
than at regular intervals.  There is not a sense of shared, collective purpose around core issues 
and a process by which policy proposals can be studied, discussed, and developed jointly.  This 
may reflect a deliberate intent to preserve the informality and special considerations allegedly 
given to individual politicians by line ministries (simultaneously dividing and conquering in such a 
way as to keep LG collective power relatively weak).57  Meanwhile, as mentioned by multiple 

                                                         
54 In general, the discussed formula changes would increase revenue-sharing equity by increasing the shares of the 
tax distributed to poorer, less densely settled municipalities and by tying a portion of the total tax transfer 
dependent on indicia of good fiscal capacity and performance. While various variations of such proposed changes 
have floated around for several years, see, e.g., Herczynski, supra, the timetable for developing a concrete policy 
proposal capable of legislative adoption has repeatedly been delayed.  
 
55 One positive has been the ceding of more authority to LGs regarding management of construction land. 
 
56 There are many weaknesses in MoF staffing, tools, and procedures with regard to the monitoring and oversight 
of municipal finances, as documented in both the Sowing the Seeds of a Sustainable Future report (see, e.g., pp. 62-64) 
and the SRMA Policy Paper on Municipal Debt Management (see, e.g., p. 32).  
57 This has been a prominent feature of local governance in the country for some time, and was specifically 
mentioned in the 2014 USAID Democracy, Human Rights, and Governance Macedonia Assessment.  See pp. 47-48.   
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interviewees, there is a persistent unwillingness on the part of the ministries to be transparent 
about the specific ways in which many of the formulas governing distribution of earmarked 
grants to municipalities are calculated—an essentially condescending stance by central 
authorities.  On the other hand, CG has consistently neglected formal opportunities to remind 
municipalities that block grants from ministries are designed to cover certain basic needs and 
that they must be supplemented by the LGs themselves. 58  Both phenomena point to a lack of 
partnership and problem-solving orientation informed by considerations of performance and 
conditionality.    
 
Limitations of ZELS.  Several different interviewees from the ranks of civil society 
representatives and independent experts commented on ZELS’ limitations as a fulcrum for 
reform.  To begin with, the group has been undercut by the government for some time now, 
creating lower—and unhelpful—expectations on both sides.  Second, despite being a private 
association with some policy functions, the group is very much a political body that must 
accommodate a wide range of disparate viewpoints and often ends up bureaucratically staking 
out lowest-common denominator positions that can be significantly influenced by the views of 
the numerous poor (and poorest performing) municipalities.59  Third, precisely because the 
group is quasi-governmental in actual nature (despite being an NGO and getting lots of donor 
funding), it lacks the policy and research focus that would lend it more intellectual ammunition 
and credibility with the central authorities.  So rather than serving the municipalities in a more 
advisory role (and leaving the politics to a different organization, perhaps funded by LG dues), 
ZELS constitutes a somewhat awkward hybrid that has not been able to function in a truly 
evidence-based manner (one donor interviewee felt that ZELS at times competes with the 
Ministry of Local Self-Government in terms of its interests and focus).  Multiple interviewees 
indicated that ZELS was less transparent than it should be and didn’t meet regularly enough 
(and one interviewee remarked that scheduled quarterly meetings often don’t occur).  
 
Deeper problems with mayoral leadership.  In many ways, ZELS’ limitations reflect broader 
problems with mayoral leadership in many localities.  According to many of the individuals 
interviewed for the PEA, with the exception of certain urban mayors who face more 
sophisticated voters, the ranks of mayoral candidates are filled with individuals whose chief 
assets are local popularity and party loyalty to the exclusion of meaningful management 
experience in or out of government.  At the same time, many agree to run, and then serve, as 
mayors—based on whatever variety of local popularity they may possess—without an 
orientation toward longer-term public service.  As a result, there is less commitment to the job 
itself, less ability to oversee and question subordinate technical staff, less ability and willingness 
to talk candidly to citizens about local budgetary conditions (or poor tax collection efficiency 
and outdated property information), and more turnover and lack of continuity in local 
government than is healthy for the country (it was noted that the political parties have become 
adept at shuffling individuals in and out of mayoral posts to address such turnover). There is 

                                                         
 
58 These phenomena are also documented in the World Bank’s Sowing the Seeds of a Sustainable Future Report, 
supra, p. 60.  
 
59 One interviewee also stated that the organization was overly mayor-centric (and neglected the interests of 
municipal councilors) and didn’t want to get out in front of any individual mayors on various issues.   



27  

also insufficient induction training for mayors.  Finally, mayorally-fueled patronage is a problem 
in some localities, potentially skewing decision-making influence in otherwise relatively non-
transparent environments, and creating another layer of local budget problems (and in some 
cases, additional turnover).      
 
Deeper issues with citizen and CSO participation. While some of the more significant 
constraints on citizen/CSO participation were mentioned in the previous section of this PEA, it 
is worth reviewing in a bit more depth the current and continuing limitations—as well as 
possible opportunities for change – in this regard.  As already discussed, pressure from donor-
funded projects and selected CSOs have been able to force most LGs to post some budgetary 
information on their websites (including in some cases, quarterly and annual reports) and 
encourage a handful of them to hold citizens’ forums to allow for budget discussion and input.  
Most of this progress took place (with increasing observable change) after 2011, but a few 
interviewees suggested that progress has stalled in recent years as the low-hanging fruit of 
website posting and simple convening of budget forums in a handful of LGs have given way to 
the more challenging tasks of (1) disclosing more budget details in a truly more intelligible, 
explanatory format (including management and administrative costs (which citizens often don’t 
think about or understand, in contrast to capital costs); and (2) and engaging citizens in truly 
more participatory and deliberative formats.  The former requires some sustained effort with 
both practical content and proactive communication (including better use of social media), 
while the latter necessarily entails ceding more control of meetings, which can be both foreign 
and threatening to many mayors and their technical staffs, not to mention councilors.  If, 
however, mayors are truly given the tools with which to do this (including through peer 
learning of the kind envisioned by SRMA), there appear to be real opportunities for progress 
according to some interviewees.60   
 
Particular limitations with public-private dialogue and the business community.  Not 
surprisingly, the tendencies toward non-transparency and unilateral budgeting and policymaking 
at the municipal level are very much evident in relations with the business community as well.  
Indeed, genuine public-private dialogue of any kind has only been evident in a small handful of 
LGs, most of them, also unsurprisingly, in some of the larger urban municipalities where the 
numbers of businesses are large and/or were the central authorities have specifically sought to 
attract private investment.  Some interviewees felt that the mayors in these municipalities were 
not only faced with some degree of real collective demand-side pressure but exercised genuine 
leadership and listening skills in inviting business interests to share their views collectively in 
forums set aside for that purpose (and there is some resistance/skepticism on the part of many 
businesses to show up for such forums).  Still, according to some interviewees, there remains a 
reflexive desire on the part of many municipal leaders to engage with individuals in an ad hoc 
manner—perhaps fearing the collective power of the business community and wanting to 

                                                         
60 Several interviewees said that expansion of participatory budgeting could benefit from further nascent 
experiments with participatory urban planning (which can be overly complicated at present), which have shown 
some promise, and that there were also some good examples of citizen participation leading to tangible results and 
satisfaction in the context of municipal work on waste collection, construction of kindergartens, and small 
infrastructure projects.  One interviewee indicated there were important lessons to be learned from how the 
Ministry of Labor and Social Welfare and Social Policy seeks to engage civil society groups in policy dialogue at the 
central level.   
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preserve more freedom of maneuver.  Here too, however, several interviewees saw significant 
opportunities for change if mayors could be persuaded that there were mutually beneficial (and 
safe) ways to organize business forums (esp. based on peer learning experience), so as to 
create more virtuous circles of business friendly policymaking/incentives and expansion of local 
revenue instruments (and tax collection), however modest.  Existing laws and regulations ought to 
be seen as a floor allowing for more innovation (including with respect to red tape cutting), not as a 
ceiling.     
 
Limitations of regional planning centers. While there has been talk of expanding the role of 
regional planning centers to assume additional responsibilities for economic development in 
under-resourced areas with small rural municipalities, it is not clear that these bodies are 
equipped to serve such municipalities in this manner or otherwise compensate for fundamental 
underlying incapacities (which can probably only be addressed by either municipal consolidation 
or a new tiered approach to the delegation of competencies).  At the same time, even if the 
requisite 1% of GDP were transferred to the eight regional centers, it is far from obvious that 
they have the right technical and managerial skills to address specific citizen needs or inter-
municipal cooperation (and at present they continue not to work with evidence-based 
budgeting in receiving their allocations).  While conceivably several LGUs could pay the centers 
a management fee to handle certain tasks (including support to private companies on specific 
joint projects or grants), the centers are only beginning to work in a more bottom-up manner 
and need guidance in moving away from a purely top-down approach dictated by what central 
authorities believe is needed for balanced regional development.  A few interviewees thought 
this kind of innovation could be experimented with, but under the auspices of other donors.61     
 
Problems with focus and ownership/sustainability of donor-funded LG programs.  In 
reviewing the nature and scope of donor-funded municipal governance programming in North 
Macedonia over the past decade or so, it is striking that there have been relatively few sizable 
multi-year projects directed at local government capacity-building and issues of revenue 
mobilization.  For example, there have been many municipal infrastructure-related projects 
funded by the World Bank, the EBRD, the EU, and a handful of bilateral donors, a USAID 
project devoted to assisting with municipal climate change adaptation strategies, but relatively 
few programs – other than those financed by UNDP and the Swiss, devoted to enhancing LG 
transparency – that have had a sustained capacity-building orientation.  And without significant 
guidance and sustainable TA coming from central authorities, this has left most municipalities 
bereft of any real mentoring in this subject area (no interviewees mentioned any significant 
inter-municipal dialogue or mentoring around good budgeting practices under ZELS auspices).  
As a result, whatever governance benefits have accrued through donor programs—including 
some of the transparency work led by UNDP and the Swiss—have not been sustained at the 
conclusion of such programs.  While much of this is certainly due to mayors’ unwillingness to 
shoulder the costs of more participatory and transparent budgeting work themselves, it also 
appears that there has been insufficient sustainability planning in prior projects so as to ensure 
that capable, cost-effective platforms (including through ZELS or other CSOs) can carry some 
of this work forward.   

                                                         
61 In fact, Swiss Development Agency has supported the regional development centers for the past four years in 
close cooperation with the MLSG and currently has plans to start a new assistance phase.  
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The impact of COVID.  It is certainly the case that all of the foregoing dynamics have been 
profoundly—and negatively—affected by the COVID-19 pandemic that struck in the spring of 
2020.   Although a sharp economic downturn later that year has given way to a modest 
recovery in 2021 – aided by government stimulus and social protection measures and 
vaccination of an estimated 33% of the population as of early September 2021—the fiscal 
situation is still dire and the Delta variant has clouded economic progress.  Since November 
2020, the government has been operating under a state of emergency that provides a legal basis 
to manage the resources of public bodies (including municipalities).  It is not clear, however, if 
these heightened powers, most directly aimed at exercising control over health organizations, 
have resulted in any measurable improvement in fiscal scrutiny or discipline.  On the contrary, 
due to increased spending, overall government debt rose from 41.9% of GDP in 2019 to 51.5% 
of GDP in 2020,62 and as noted above, 2021 saw another significant municipal debt bailout.  
Revenue collection has suffered, 63 and local expenditures for most LGs are down, while the 
overall attention of the CG is focused on employment and social protection.  At the same time, 
LGs and citizens have little incentive or bandwidth to expand even modest forms of 
participatory budgeting or think creatively about economic development.  It is hard to know 
when conditions may improve to a point where people are in less of a survival mode and when 
more rigorous CG attention can be paid to municipal budgets.  On the other hand, COVID has 
potentially increased MoF incentives to get a better handle on municipal debt and generally 
raised public consciousness about increasing OSR, prioritizing certain procurement needs, 
controlling expenditures, and looking more critically at the costs of delivery various services.64  
 
V. Near-Term Dynamics:  The Interplay of Historical Legacies,  

Institutional Relationships, and Recent Developments  
 
The interplay of the analytical components discussed above would seem to lend themselves to a 
generally pessimistic prognosis regarding prospects for meaningful near-term change.  Certainly 
the cumulative political understandings that have emerged over the past decade between most 
central and local officials do not appear to favor significant reform.  On the other hand, it is 
possible, as discussed below, that modest, but important opportunities could emerge—that 
despite the distractions of the COVID crisis, the following combined pressures could create 
meaningful openings for incremental improvements in the municipal finance space: (a) the MoF’s 
declared intent to pursue further decentralization, and donor pressure therefor; (b) the 
expanding municipal debt problem, (c) public frustration with most politicians (and the stalled 
EU accession process), and (d) many municipal officials’ appetite for new kinds of capacity-
building assistance, even if political will among many mayors to embark on thoroughgoing 
change is weak.   
 

                                                         
62 OECD, The Covid Crisis in North Macedonia, p. 2 (Jan. 31, 2021).  
 
63 Revenues from business fees, the PIT, land sales, and the property tax were said to drop significantly, see SRMA 
Baseline Report, supra, p. 70.  
 
64  See SRMA Baseline Report, supra, p. 74.  
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A plausible foundation for change.  It is difficult to foresee exactly how and when various 
stakeholders could come together to start to fracture certain parts of the status quo, but the 
preconditions for some degree of meaningful collective action may be possible through a 
combination of (1) top-down MoF reform actions or credible advance signaling (incorporating  
the carrots of promised VAT reform with the sticks of heightened transparency and action on 
municipal debt, monitoring of OSR performance, and movement on more asymmetric 
delegation of competencies) and (2) emergence of bottom-up innovation and good practices in 
training, mentoring, and capacity-building (including via peer learning facilitated with SRMA 
assistance).  Against the backdrop of the former, the latter can tangibly improve LG fiscal 
management practices, public outreach, and policy advocacy skills—thereby enabling many 
municipalities to assume the responsibilities they have been allowed to avoid.   
 
Persistent dynamics favoring continuation of much of the status quo in the short run. 
Pending significant top-down or bottom-up developments in the coming year, however, the 
status quo would appear able to persist for some time longer.  Neither the CG nor most 
mayors have much incentive to move toward more local revenue autonomy and mobilization 
lest they spark resistance from most key stakeholders who have grown somewhat accustomed 
to the current stasis: as earlier noted, CG politicians fear both a loss of fragile political control 
and leverage (including over minority or mixed communities) and backlash from a large number 
of mayors who did not enter office seeking to engage in the hard work of raising more local 
revenue (and whose supporters could in some cases defect to other parties).  CG authorities 
also continue to fear a loss of credibility if they were to declare that financial instability existed 
in dozens of municipalities.  Many mayors fear not only a similar loss of reputation in such 
circumstances, but heightened public expectations for better service delivery, which might 
overlap with potential resistance from the business community and ordinary citizens if mayors 
were to raise local taxes and fees.  And they also fear the burdens associated with effectively 
communicating with municipal staff and the public—tasks for which they are technically ill-equipped.  
For their part, many businesses and citizens, having grown accustomed to significant economic 
informality as well as large CG transfers and debt bailouts, simply lack trust in efforts to expand 
local revenues and level the playing field, especially if might diminish individual influence on local 
authorities.   And ultimately, since some intergovernmental transfers have historically been 
inadequate, insufficiently performance-oriented, and/or non-transparent, it has been hard for 
anyone to make the case for raising OSR, even though many stakeholders intuitively understand 
that simply reliance on an increase in transfers may result in less efficient and accountable public 
services.   
 
Uncertainties: CG leadership and signaling.  The first major uncertainty, therefore, is 
whether, and when, the CG will demonstrate an end to business as usual by linking – explicitly 
or implicitly – action on intergovernmental transfer reform and perhaps asymmetric delegation 
of competencies – to legislative and policy changes facilitating stricter scrutiny of municipal 
finances and a willingness to declare conditions of municipal financial instability when they are 
actually discerned.  Without some kind of strong leadership signal from the MoF, many fewer 
mayors will be willing – or pressed—to meaningfully improve their tax collection and budgeting, 
and to seek help to do so (from SRMA  or others).  And certainly, any stricter approach to 
debt policy will need to be accompanied by a sensible plan not only for the possible 
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restructuring of debt during a transition period (perhaps along the lines suggested by SRMA in a 
requested policy paper), but for stricter regulatory changes and guidance on government loan 
policies, balanced budget preparation, allowable expenditure and deficit targets, and auditing 
practices as well (including setting dedicated funds aside for adequate auditing by both the State 
Audit Office and municipal or contract auditors at the local level).   
 
Monitoring MoF signals.  Looking ahead, it may be possible for SRMA to discern preliminary 
indications of Ministry action along these lines by monitoring informal reports of internal CG 
reform discussions or policy preparations taking place (with or without the assistance of 
domestic or international consultants) or actual requests for meetings or information on these 
topics directed to SRMA personnel or other donors.  And of course, SRMA personnel may well 
be in a position to discreetly influence MoF thinking on these and other matters if and as the 
bilateral relationship strengthens and trust is built.  Some very modest signs of momentum and 
collaboration were evident in the June 15, 2021 meeting between the MoF point person and 
the SRMA project, wherein it was agreed to cooperate within the parameters of a general 
short-, medium-, and longer term framework for municipal finance reform; have SRMA 
complete a policy paper on municipal debt with suggested legislative changes;65 and explore 
establishment of a new agency for regional and local development (something earlier suggested 
by SRMA on the basis of a similar agency successfully operating for many years in Bulgaria).66  
On the other hand, there were countervailing cautionary signals raised by MoF behavior, 
including implausible statements about the possible introduction of legislative changes on 
municipal debt prior to the October local elections (something that was facially unrealistic as a 
practical or political matter), a similar lack of realism about what it will take to properly staff 
and operate a new local development agency at a time when existing CG resources are tight, 
and a lack of commitment to a more regular meeting schedule or working group modality as 
between MoF and SMRA personnel.67   
 
Uncertainties: municipal leadership/interest and monitoring LG signals.  A similar 
uncertainty exists at this juncture about local government political will and leadership regarding 
improved local budgetary execution and revenue mobilization reform.   As noted in the 
previous section of this analysis, it is unclear whether most mayors from non-urban parts of the 
country are willing or capable of committing themselves or their staffs to the realities of a 

                                                         
65 This paper was completed this past summer. See SRMA Policy Paper, Moving Forward on the Municipal Debt 
Management Urgent Agenda in North Macedonia, Annex 7, Quarterly Report.   
 
66 The Bulgarian agency, known as the Fund for Local Authorities and Governments (FLAG), https://www.glag-
bg.com/en/ was created in 2007 with national government funding but has since received substantial funding from 
the EBRD and EU, among others.  It has established itself as the preferred partner for implementation of not only 
infrastructure projects but many other kinds of local government assistance programs.   
 
67 There may be similar concerns about the seriousness and capacity of the MLSG; although it requested that 
SRMA develop a policy brief on asymmetrical decentralization policy and organize a donor coordination meeting to 
maximize the efficiency of external funding, a few interviewees referenced the Ministry’s overall capacity 
weaknesses and ability to carry forward the requisite policy and legal changes envisioned.   
 
 

https://www.glag-bg.com/en/
https://www.glag-bg.com/en/
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genuinely more decentralized framework (even if they willingly participate in SRMA training and 
TA activities).  It is also unclear what kind of leadership ZELS can provide in this regard, 
especially  if the overall incentives do not align, i.e., the overall time and compliance demands 
associated with genuine reform (and cooperative action through SRMA and ZELS) appear to 
outweigh the possible rewards, particularly in the short run.68 If a critical mass of municipalities 
are indeed needed to help advance meaningful local buy-in to a new fiscal decentralization 
dispensation, it may require MoF, MLSG, SRMA, or other actors to properly incentivize certain 
mayors and municipal staff in creative, non-monetary ways.  While some of this may occur 
through the enhanced notoriety (political and otherwise) that will likely accrue to mayors in 
well-performing municipalities, other rewards may need to be offered, such as intensive 
external grant application support or more favorable capital investment treatment. Doubtless 
the leadership potential of certain mayors along these lines will also become clearer over time 
as their actions and pronouncements are monitored and relationships with SRMA deepen.  
 
Continuing influence of certain broader dynamics. While CG self-interest and reputational 
concerns may ultimately drive the prospects for both top-down and bottom up impetus for 
change, there is no question that larger international influences may have an impact on the 
government’s political calculations around fiscal decentralization reform.  In the background of 
the government’s thinking about the EU accession process and its own electoral prospects are 
the twin issues of successfully handling the COVID crisis and continuing to attract domestic and 
foreign investment—both of which depend on getting a better handle on municipal finances and 
enabling better infrastructure spending and management.  And despite difficulties with donor 
coordination (including the CG’s low capacity or willingness in this regard), bilateral and 
multilateral donors and financial institutions can still reinforce the importance of enhancing the 
level and rationality of municipal revenue mobilization (while these pronouncements and 
actions can also be monitored for possible influence on reform dynamics).  And through SRMA 
itself, the US Government, and other international actors, a strong but nuanced message can be 
conveyed that this infusion of USAID funding, though modest in magnitude, nevertheless offers 
a unique opportunity, not seen in some time in the country, to harness genuine sustained 
capacity building assistance to certain vital reform tasks.   
 

VI. Overall Implications for SRMA Implementation and Learning 
 
As the SRMA Project enters its third quarter, it behooves the project team to reflect on the 
extent to which the foregoing analysis may affect its thinking on programmatic priorities, areas 
of focus and engagement, assumptions embedded in its theory of change, current workplan, and 
various institutional relationships.  Moreover, the team should closely examine which 
contextual factors might pose risks or create opportunities to accelerate certain activities while 
adjusting the sequencing of others accordingly.   Perhaps most crucially, the analysis may subtly 
shift the project’s conception of these or other identified risks and opportunities in such a way 
as to improve the ongoing approach to monitoring, learning, and adaptive management.  And 

                                                         
68  There may be additional resistance from certain better situated municipalities who may be asked to help with 
mentoring or peer learning but who are wary of less capable municipalities that may be perceived as free riders.  
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for the team and USAID Mission together, the analysis may help identify opportunities that 
while outside the manageable interest of the project, can perhaps give rise to synergies with 
other donor programs and the leveraging of additional resources.  
 
There are specific cross-cutting implications for SRMA and its present workplan, as well as 
specific implications pertaining to four objectives.  Each is discussed below.  
 

A. Cross-Cutting Implications for SRMA and its Workplan  
 
This PEA has broad, cross-cutting implications for the SRMA Project and its present workplan, 
including macro issues relating to budget, breadth and complexity of the technical scope, and 
potential sustainability of results, among others.  
 
Soundness of SRMA’s general opportunistic posture, but concerns about political 
dynamics.  Insofar as the basic USAID vision of the project addresses the relative paucity of 
hands-on, practical policy and capacity building assistance by donors in the municipal finance 
space over the past decade – and does so at a critical time when further decentralization is 
ostensibly on the government’s agenda – the overall vision and objectives of the SRMA project 
are generally sound.  The project’s broad menu of possible avenues for progress is a plus, as 
well as its general thrust toward working principally with the municipalities themselves; the 
importance of helping the country at least succeed in demonstrating proof of concept of 
various innovations in municipal financial management practices is undeniable and can give rise 
to other possible donor interventions, including various scaling up and sustainability 
enhancement activities.  Still, the political dynamics militating against significant reform uptake 
are powerful, even at the local level, and it is unclear whether objective trends regarding public 
opinion, overall government debt exposure, or EU accession pressures can significantly 
influence the governing coalition’s reform calculus. This crucial role of the CG in influencing overall 
reform dynamics is absent from the current theory of change, which should be revisited.69  Right now, 
even with upcoming local elections, there is a reasonable likelihood that the CG will continue 
to show a reformist face to SRMA, the EU, and other donors, pledge to adopt at least some of 
the legislative and policy changes recommended by SRMA and others, but adopt a wait-and-see 
posture on many reforms – thereby extending the time horizons for most sequential 
implementation steps by months or even years.  That in turn requires even more strategic 
shrewdness on the part of the SRMA team, as discussed below.   
 
Twin liabilities of SRMA’s ambitious workplan and small budget.  In this context, SRMA 
has an important role to play, but the project team must acknowledge that the limitations of its 
influence in the current political landscape may be even more severe than they would be 

                                                         
69 In all likelihood, a credible reform signal needs to be sent by the MoF in order for municipalities to perceive that 
increasing OSR is truly expected of them moving forward.  At the very least, this dynamic needs to be captured in 
the project’s assumptions, but it could also be incorporated into the ToC itself.  Without some kind of quid pro 
quo tied to transfer reform and/or municipal debt resolution, it is unlikely that the SRMA menu of activities will 
gain meaningful traction among the municipal participants.   
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otherwise due to the small budget of the project in relation to the workplan scope.  That scope 
is doubly ambitious given the necessity of providing a reasonable level of personal attention not 
only to the MoF and to the respective municipal assistance cohorts, but to some degree, each 
of the individual municipalities as well (both during and following the intensive TA and training 
provided to each of those cohorts).  The challenge of sustaining minimal progress with 
municipalities that have gone through their initial cohort training, while simultaneously attending 
to the needs of the next cohort, looms large (even if the proposed reliance on peer learning 
and information-sharing during and following the intensive work with the respective cohorts 
proves reasonably successful, for which there are no guarantees).  Meanwhile, political timelines 
–involving lots of coordination, negotiation, and preparatory documentation work—will 
doubtless deviate from the more optimistic scenarios scattered throughout the current 
workplan.70 As to the budget, ,  there are already indications that CG and LG officials alike are 
surprised and disappointed by the funding level of projected activities, according to discussion 
with SRMA staff.  Indeed, there is some skepticism among some SRMA staff and partners that 
officials will pay sufficient attention to the project without latter possessing the leverage of 
significant equipment purchases or other tangible rewards for improved performance.71 
Moreover, with nearly half of the project costs devoted to salaries, SMRA must even face 
difficult choices in allocating resources across its four main objectives.  As discussed below, 
however, there are some critical considerations that the project can keep in mind in order to 
negotiate these challenges successfully. 
 
Practicing rigorous adaptive management. The opportunistic nature of the SRMA, as well as 
the critical need to maximize time and resources, means that the project team must practice 
rigorous adaptive management and be prepared to pivot in many different ways during the life 
of the project based on political and other developments.  While the project smartly permits 
many different bets to be placed across the four objectives, most likely only a handful of 
avenues will show genuine promise from the standpoint of LG capacity and uptake, as well as 
SRMA managerial and technical attention.  The team should be prepared, particularly after the 
first cohort concludes its initial training/mentoring, to reevaluate where and how it deploys its 
resources going forward.  This entails first and foremost careful political economy analysis 
(including granular analysis of everything from municipal leadership and staff capacity to available 
civil society skills and resources). It also entails rigorous documentation of LG receptivity to, 

                                                         
70 Project implementation experience in widely different developing and transition country settings routinely 
demonstrates that more time is usually necessary than originally projected for any of the necessary steps 
associated with a given activity stream (e.g., reflection and dialogue, documentation, coordination, and buy-in, not 
to mention further information-sharing, mentoring, and/or translation of innovative ideas or practices into 
meaningful and durable legislative and policy changes, as well as efforts aimed at sustainable uptake by individual 
stakeholders and/or key networks or support institutions). 
 
71 In this regard, however, it’s important to note that SRMA has in fact set aside $150,000 for small municipal and 
other grants—which could in part be used to pay for equipment or software accompanying TA activities (e.g., 
digital payments systems for improved tax collection).   
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and use of, the proffered project assistance.72  Finally it involves methodical in-house scenario 
planning, whereby difficult choices can be ultimately made about concentrating work efforts 
among activities where they can achieve genuine demonstration of proof of concept – without 
which SRMA’s envisioned reform packages and recommendations (not to mention effective 
peer learning and scaling up activities) cannot really take root.  The team should keep in mind 
not only how this focus can make improvements in LG OSR and budgeting skills and practices 
more readily discernible, but how these developments can help disrupt the larger political 
equilibrium. Such evidence may encourage the MoF to move more decisively on reforms—
whether it’s allowing new types of municipal fees to be levied, funding conditional LG grant 
programs more generously, or moving more decisively on asymmetric decentralization.   
 
Establishing a performance-oriented approach to delivery of training and TA.  
Accompanying this disciplined approach to placing fewer numbers of bets after the first 
cohort’s assistance package (based on robust PE and other information), the SRMA team should 
ensure that it adopts a fundamental performance orientation to its training and TA activities.  
Although each participating municipality will be accorded fully equal opportunities and 
treatment within each cohort initially, the project should make it clear that following this initial 
round of assistance, further help and mentoring will be commensurate with the effort, 
leadership, cooperation, and documented progress made during the delivery of preliminary TA 
and training.  This is crucial both for the strategic allocation of scarce project time and 
resources and for sending the right political message to the LGs and CG alike. It also places genuine 
shared ownership for results on local partners—something that donors need to do more 
often—and preserving the conditions for a realistic appraisal of what was achieved – and  
achievable -- at project end (which, at a minimum, should include certain basic skills and 
reference resources placed in the hands of CG and LG authorities).  SRMA is free to develop 
whatever performance-based approach (and metrics) it deems workable from a political and 
practical perspective, but one example might be a tiered approach whereby satisfactory 
performers continue to receive some very basic level of TA, mentoring and training, while 
strong performers not only continue to receive such assistance but additionally get more 
advanced external grant preparation assistance, help with obtaining conditional government 
grants, and/or assistance  piloting an innovative loan instrument or the like.73  A tiered approach 

                                                         
72 Most likely this will be the focus of SRMA documentation; it is highly unlikely that even strong receptivity and 
uptake by an average LG would readily translate into discernible improvements in OSR or budget execution.  Such 
evidence may, however, be evident in the later years of the project.   
 
73 This is again helpful from both a messaging and proof of concept standpoint.  It is possible that poor performers 
will fall into the category of municipalities (mostly small and/or rural) that lack sufficient resources to undertake 
meaningful OSR or budget execution activities, and hence require more thoroughgoing reform treatment via 
asymmetric delegation of competencies.  Since this is already something that has gained reform traction in the MoF 
and is inherently politically sensitive, it makes sense to take these efforts out of the hands of SRMA at the earliest 
possible juncture as a matter of both political ownership and resource allocation.  So long as SRMA carefully 
documents its observations of municipal performance (including through the use of its MEL indicators), it should 
be in a position to withstand objections to whatever tiered approach it ultimately adopts.  
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might also lead to the emergence of new municipal leadership cadres able to better influence or 
complement the work of ZELS.74  
 
Establishing a communications strategy that conforms to this orientation. To avoid 
misunderstandings and unrealistic expectations, SRMA should also adopt a communications 
strategy that is congruent with its adaptive management and performance-based approach.  This 
is particularly important vis-à-vis the municipalities, but it is also important to convey the same 
basic message to CG authorities, civil society organizations, the general public, and USAID and 
other donors.  This messaging can place respective responsibilities where they belong (including 
those of the MoF, MLSGU, and other central authorities) and also make clear the need for the 
project to rely on other donors to complement and/or reinforce SRMA’s work (which could, 
for example, include continuing budget forum/transparency work by UNDP and the Swiss in 
certain municipalities or regions).   Communicating in this way can help calibrate expectations 
in a manner commensurate with the available time and budget, as well as the needs of an 
adaptive management approach.  It can also address concerns about sustainability—providing a 
sense of what may be possible but also what the minimum desired results might entail (e.g., 
delivery of strong practical, experientially-oriented TA as well as broad dissemination of training 
and reference materials, even if critical complementary legislative and policy changes fall short).    
 
The importance of investing in a more robust communications effort generally.  While 
the project does acknowledge the usefulness of cultivating the local media to cover some 
aspects of SRMA’s work (esp. sub-objective 1.3), it may make sense for the project team to 
think more strategically about public messaging.  Not only is it critical to amplify the strategic 
implications of the project by training public attention on what is at stake with regard to further 
decentralization reform, but it is a sensible way of maximizing the impact of scarce project 
dollars.  Incrementally, this may help swing public opinion in favor of measures that the MoF is 
too timid to push forward in the near term.  Journalists could not only be educated about 
specific aspects of municipal fiscal management, but could be encouraged to write more in-
depth stories about successes in increasing OSR or how the municipal debt problem might best 
be fixed.  Video news features or even video dramatizations could be explored to make the 
issues even more accessible. In either case, the project would do well to complement its 
technocratic language with discourse at least somewhat more oriented to institutional 
behaviors and performance, as well as adverse incentive structures. The more the public 
understands the basic forces contributing to the present negative equilibrium, the more 
impetus there may be for MoF and others to take necessary and responsible reform risks.    
 

B. Implications for Specific Objectives in the Workplan  
 
The foregoing considerations, which bear on the potential success of the project as a whole, 
also have some implications specific to SRMA’s four main objectives and associated activity 

                                                         
74 Through facilitated cooperative work with other municipalities and tangible progress and benefits received 
through SRMA, it is possible that a small group of mayors could help steer ZELS in a more progressive direction or 
empower it to spin off some other CSO better able to provide more evidence-based advocacy for municipalities.  
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streams.  For the most part, these implications pertain to either the relative ambitiousness 
involved (which has both political and cost-benefit dimensions) or the relative realism of the 
assumptions noted in the current workplan.  These specific implications are discussed very 
briefly for each of the four objectives, along with some possible ideas for simplifying and 
consolidating the focus of the project.  
 
Objective 1:  Maximizing progress and lessons learned with the first municipal cohort 
and calibrating expectations.  As is obvious, it is important for the project to maximize 
opportunities for progress in the first cohort, which will reveal important information about 
political dynamics, pedagogical effectiveness, and overall time and budget management.  As 
noted above, it may be important to employ adaptive management to pivot toward a tiered, 
performance-oriented approach to subsequent assistance based on the first cohort experience 
(something that can be replicated with successive cohorts sequentially if necessary). It may also 
be important to think critically about consolidating or jettisoning certain Objective 1 activities 
that run into technical problems, prove too costly or time-intensive, or require political 
support that is not forthcoming (e.g., trying to raise local property tax rates).  In general, 
emphasizing small wins in OSR (including incremental improvements in overall tax collection 
efforts as well as better specific efforts with regard to certain business fees) and tying them to 
similarly modest but well planned and dedicated infrastructure uses may, if accompanied by a 
strong media effort, generate not only important demonstration effects for other municipalities, 
but the necessary conditions for more sustained policy changes by MoF—including grants and 
transfers that acknowledge and incorporate funds for equipment, training, and public outreach.  
 
Objective 2: Potentially adopting a more selective approach to external funding 
assistance.  Objective 2’s focus on external funding is extremely worthy, but the danger is 
having the project potentially faced with too many requests and too much political pressure for 
assistance.  Grant preparation is inherently time-consuming and the workplan itself 
acknowledges that stakeholder coordination and planning, as well as translating materials into 
English for many donors can be a significant burden.  These circumstances suggest that SRMA 
assistance may be best provided more selectively—possibly as a reward for demonstrating 
strong cooperation and skills progress in the cohort training and TA process.  At the same 
time, there could be relatively more time devoted to assistance with obtaining government 
conditional grants or planning and evidence-based advocacy in support of applications for 
GoNM capital investment funds.  As for true external funding, SRMA could still help steer 
worthy funding ideas to other donors (esp. the EU) or to trusted consultants whose cost could 
be cost-shared in some way between the project and the municipality.  
 
Objective 3: Acknowledging potentially significant technical and political obstacles. 
Objective 3 activities are incredibly important for the future health of municipal fiscal 
management in the years ahead, but the complex (multi-year) and intensive nature of inculcating a 
range of new budgeting skills in most municipalities represents an ambitious project in and of itself (as 
reflected in the narrative attached to Sub-Objective 3.1).  SRMA staff would do well to figure 
out how best to triage the most vital budgeting skills and make sure there is good uptake of 



38  

those efforts in the first cohort.75  Equally important, however, is acknowledging that there are 
challenges beyond the manageable interest of the project. One of them is the shortage of 
auditors at the municipal level and the difficulty of financing their work in smaller municipalities.  
The second is the work involved in not only training and mentoring municipal staff but 
purporting to help with overall fiscal transparency work at the local level; while ensuring better 
documentary transparency with regard to municipal websites is a feasible task, helping organize 
citizen forums may be a bridge too far to cross (and may be better left to other donors and 
CSOs except in a very select group of municipalities where a pilot initiative could be 
supported).  Finally there is the continuing lack of political will at both the LG and CG level to 
move toward more fiscal discipline; without a strong signal from the MoF in this direction, the 
project may fail to get genuine commitment and/or effort toward improved budget planning and 
implementation.76  For all three of these reasons, the project may need to scale back both the 
depth and breadth of the activities under this Objective.   
 
Objective 4: Building trust by helping the MoF and MLSG solve the right problems.  
While there are a host of potential decentralization-related initiatives with which SRMA could 
help the MoF and MLSG, it must be careful here as well not to spread its efforts too thinly, or 
to misdirect those efforts to tasks better suited to other donors and implementers.  For 
example, while many aspects of Sub-Objective 4.2 – including help with certain policy papers or 
the annual local government forum – will play to the project’s strengths and arise organically 
from the resource database of SRMA findings during implementation (and the project has 
already demonstrated an admirable depth of research capacity in its first several months), 
others should perhaps be downplayed or set aside.  These include excessive engagement on 
VAT reform or other transfer reforms (an area in which other donors, particularly the World 
Bank, have been heavily involved) and the organization and financing of local and regional 
development (an area in which the EU and certain other European donors have been engaged, 
and which could enmesh the project in the political complexities of the regional planning 
centers.  In this regard, the project should also proceed cautiously in helping provide support 
to the standing up of a new regional and local development agency; general guidance may be 
appropriate, but heavy involvement could detract from work on other initiatives and other 
donors and implementers may be a better source of sustained assistance.    
  

                                                         
75 It is even possible that the project could decide only to pursue serious Objective 3 activities with a select, well-
performing group of municipalities from the first cohort (in order to allow for proper demonstration of new multi-
year budgeting practices within the allotted time frame of the project; the alternative may be cohorts that end up 
receiving vastly different kinds of budgeting assistance insofar as latter cohorts’ experience is truly incomplete 
relative to those of the early cohorts.   
  
76 Indeed, the MoF could effectively sabotage and isolate the Project’s Objective 3 work by intentionally or 
inadvertently dragging its feet on the passage and implementation of meaningful fiscal discipline measures.  



39  

Annex:  List of Interviewees   

# Institution Name 
Contact 
phone Email 

1 Municipality of Veles Ace Kocevski - Mayor 070/315 301  

marina.bojadzieva@veles.gov.mk 
acekocevski@yahoo.com 
ace.kocevski@veles.gov.mk 

2 
Municipality of 
Kavadarci Mitko Jancev - Mayor 071/324 208 tefremov@kavadarci.gov.mk 

3 
Municipality of Sveti 
Nikole 

Saso Velkovski - 
Mayor 032/444-169 velkovski_s@yahoo.com 

4 Municipality of Tetovo Teuta Arifi - Mayor 
044/511 930; 
044/339 240 

cabinet@tetova.gov.mk 
info@tetova.gov.mk 

5 Municipality of Kochani 
Nikolcho Ilijev - 
Mayor  070-213-060 n.ilijev@kocani.gov.mk 

6 Municipality of Struga 
Ramis Merko - Mayor 
Besa Ziba 071/212 374  besa.ziba@gmail.com  

7 
Municipality of 
Krivogastani 

Rubinčo Šefteroski - 
Mayor                       
Saso Cuculoski, LED 048/471 471  

     

8 ZELS 
Dushica Perisic - 
Executive Director  070/351 731  dusica.perisic@zels.org.mk 

     

9 
South-East Planning 
Region Mima Stanoevska  mima.stanoevska@rdc.mk 

     

10 
Ministry of Local Self 
Government 

Kiril Partalov      
Dimitar Vancov  

kiril.partalov@mls.gov.mk 
dimitar.vanchov@gmail.com 

     

11 
Center for Economic 
Analyses Marjan Nikolov77  makmar2000@yahoo.com 

12 
Center for Civil 
Communication German Filkov  gfilkov@ccc.org.mk 

13 
Chamber of Nort-West 
Macedonia 

Drilon Iseni - 
Executive Director 076/278 877  

executive@oemvp.org 
drilon.iseni@gmail.com 

14 Professor 
Aleksandra 
Maksimovska  a.maksimovska@pf.ukim.edu.mk 

15 
Former U.S. 
Ambassador to NM 

Ambassador Jess 
Baily  bailyjess@hotmail.com 

                                                         
77 Mr. Nikolov was interviewed twice, hence the total number of 23 discrete interviews 

mailto:tefremov@kavadarci.gov.mk
mailto:besa.ziba@gmail.com
mailto:bailyjess@hotmail.com
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16 

Association of finance 
officers of the local 
governments and public 
enterprises 

Zoran Jankulovski, 
Executive Director 

070/375 136 
043/230 623 zoran_zfr@yahoo.com 

17 

Faculty of 
Contemporary Social 
Sciences, South East 
European University 

Memet Memeti, 
PhD., Dean 

071/629 200 
044/356 120 m.memeti@seeu.edu.mk 

     

18 EU Delegation 
Karl Giacinti           
Klaus Richter  

Karl.GIACINTI@eeas.europa.eu 
klausrichter.mk@gmail.com 

19 OSCE  
Maja Lazarova, 
Dushko Todoroski  

maja.lazarova@osce.org 
Dushko.Todoroski@osce.org 

20 UNDP  Ilmiasan Dauti  ilmiasan.dauti@undp.org 
21 Swiss Embassy  Kristina Kolozova  kristina.kolozova@eda.admin.ch 

22 World Bank  
Bekim Imeri          
Joana Madjovska 070/268 942 bymeri@worldbank.org 

 

mailto:zoran_zfr@yahoo.com
mailto:m.memeti@seeu.edu.mk
mailto:klausrichter.mk@gmail.com
mailto:ilmiasan.dauti@undp.org
mailto:bymeri@worldbank.org
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