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Economic overview  

Economy 

GDP (2011 est.): $9.8 billion. 

Per capita GDP (2010 est.): $9,400. 

Real GDP growth (2011 est.): 3.5%. 

Annualized inflation rate (2011, Consumer Price Index): 3.4%. 

Unemployment rate (second quarter 2011): 31.3%. 

Trade: Significant exports--metal compounds, catalysts, ferro-nickel, iron 

and steel, textiles, petroleum, wine, tobacco, and lamb. 

Official exchange rate (2011): 44.544 Macedonian denars (MKD) = U.S. 

$1. 

ECONOMY 

Macedonia is a small economy with a gross domestic product (GDP) of 

about $9.8 billion (2011 est.), representing about 0.01% of the total 

world output. It is an open economy, highly integrated into international 

trade, with a total trade-to-GDP ratio of 95.9% at the end of 2010. The 

services sector is becoming increasingly important, accounting for more 

than 45% of GDP creation. The industrial sector, which was dominant in 

the early transition years, is now secondary, although it remains the 

leading exporting sector. Agriculture is gradually losing significance in 

terms of GDP creation. Although macroeconomic fundamentals are stable, 

economic problems and risks remain, mainly associated with the country's 

endeavors to complete structural reforms necessary to finish the 

transition to a market-oriented economy. Modernization of the largely 

obsolete infrastructure is happening slowly, and foreign investment has 

not kept pace with neighboring economies. Labor force education and 

skills are competitive in some technical areas and industries but 

significantly lacking in others. Without adequate job opportunities, many 

with the best skills seek employment abroad. A relatively low standard of 

living, a high unemployment rate, and modest economic growth rate are 

the central economic problems 

 

 



Macroeconomy 

Real GDP in the first half of 2011 increased by 5.2%. This robust growth 

was mainly driven by 23.6% growth in the construction sector; 13.2% in 

mining, quarrying, and manufacturing; 12.4% in wholesale and retail 

trade; and 4.2% in transport and communication services. Industrial 

output in the first 8 months of 2011 was 7.5% higher than in the same 

period of 2010. Low public and external debt and a comfortable level of 

foreign exchange reserves allowed for further relaxation of monetary 

policy, with the reference interest rate of the Central Bank decreasing to 

4%. Due to rising prices for energy, fuel, and food on international 

markets, inflation increased in the first half of 2011, but later decreased 

to an annualized rate of 3.4% at the end of September. The official 

unemployment rate dropped to 31.3% in the second quarter of 2011, but 

remained one of the highest in Europe. Many people work in the gray 

economy, and many experts estimate Macedonia’s actual unemployment 

as being somewhere between 20%-25%. 

Macedonia’s external trade struggled in 2010 due to the slow recovery 

from the economic crisis of its main trading partners, particularly EU 

members. Starting from a very low base, export growth in the first 8 

months of 2011 reached 41.7%, topping import growth of 36.8%. The 

trade deficit has widened to 18.3% of GDP, approaching the end-year 

target of 21.9% of GDP. At the same time, the current account balance 

deficit significantly improved and the end-year projection was revised 

upward to 5.5% of GDP. This was due primarily to a 4.4% higher inflow of 

current transfers, mostly during the summer, and came despite a poor 

level of foreign direct investment (FDI) of only $237.2 million by end-July 

2011. Foreign currency reserves remained at about $2.6 billion, a level 

that comfortably covers 4 months of imports and about 110% of the 

country's short-term debt. 

In October 2010, the World Bank Board of Directors approved a new 

Country Partnership Strategy (CPS) with Macedonia for the period 2011-

2014. This CPS will provide the country assistance of about $100 million 

in funding for the first 2 years to improve competitiveness, strengthen 

employability and social protection, and increase the use of sustainable 

energy. This assistance also includes a commitment of $30 million in 

direct budget support in the form of a policy-based guarantee by the 

World Bank to the government to facilitate its access to financing from 

international capital markets, a process that had been started as of 

November 2011. 



Macedonia became the first country eligible for the IMF’s Precautionary 

Credit Line in January 2011. This program gives Macedonia a line of credit 

worth 475 million euros (about $675 million) over 2 years, intended to be 

accessed only in case of need brought about by external shocks. The 

credit line was approved after extensive consultations with the IMF in 

October and December 2010. The IMF expects that there will be no 

additional withdrawals from the PCL. 

Trade 

Macedonia remains committed to pursuing membership in the European 

Union and NATO. It became a full World Trade Organization (WTO) 

member in April 2003. Following a 1997 cooperation agreement with the 

European Union (EU), Macedonia signed a Stabilization and Association 

Agreement with the EU in April 2001, giving Macedonia duty-free access 

to European markets. In December 2005, it moved a step forward, 

obtaining candidate country status for EU accession. Macedonia has had a 

foreign trade deficit since 1994, which reached a record high of $2.873 

billion in 2008, or 30.2% of GDP. Total trade in 2010 (imports plus 

exports of goods and services) was $8.752 billion, and the trade deficit 

amounted to $2.149 billion, or 23.4% of GDP. In the first 8 months of 

2011, total trade was $7.470 billion and the trade deficit was $1.778 

billion. A significant 56.5% of Macedonia's total trade was with EU 

countries. Macedonia's major trading partners are Germany, Greece, 

Serbia, Bulgaria, Russia, and Italy. In 2010, total trade between 

Macedonia and the United States was $116.6 million, and in the first 8 

months of 2011 it was $65 million. U.S. meat, mainly poultry, and 

electrical machinery and equipment have been particularly attractive to 

Macedonian importers. Principal Macedonian exports to the United States 

are tobacco, apparel, iron, and steel. 

Macedonia has bilateral free trade agreements with Ukraine, Turkey, and 

the European Free Trade Association (EFTA--Switzerland, Norway, 

Iceland, and Liechtenstein). Bilateral agreements with Albania, Bosnia and 

Herzegovina, Croatia, Serbia, Montenegro, UN Mission in Kosovo 

(UNMIK), and Moldova were replaced by membership in the Central 

European Free Trade Agreement (CEFTA). Macedonia also has concluded 

an “Agreement for Promotion and Protection of Foreign Direct 

Investments” with Albania, Austria, Bosnia and Herzegovina, Bulgaria, 

Belarus, Belgium, Luxembourg, Germany, Egypt, Iran, Italy, India, Spain, 

Serbia, Montenegro, People’s Republic of China, Republic of Korea, 

Malaysia, Poland, Romania, Russia, Slovenia, Turkey, Ukraine, Hungary, 



Finland, France, the Netherlands, Croatia, Czech Republic, Switzerland, 

and Sweden. 


