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" GERAS CUNEV' MAKES A PROFIT OF US$ 2.5 M LLION

The textile factory "Geras Cunev" from Strum ca has
produced about 180,000 final products for the last nine
nmont hs. The out put nostly includes nmen's and wonman's
suits, coats and topcoats. Over 90 percent of the entire
production was ainmed for the U S. market, which brought
about US$ 2.5 million of profit to the conpany. "GCeras
Cunev" is schedul ed to produce about 240,000 products
until the end of 2003 and the export profit is expected
to around US$ 3.2 million.

| NTERNATI ONAL AGRI CULTURAL | NDUSTRY TRADE FAI R " AGRCEXPO
2003"

M nister of Agriculture, Forestry and Water supply Sl avko
Petrov opened on Septenber 30 the international fair
AGROEXPO 2003 at the Skopje Fair. The 44'" Internationa
Tobacco and Machinery Trade Fair, 31° Internationa
Agricultural Industry Trade Fair, 12'" Internationa
exhibition of wine and spirits and 7'" Livestock

exhi bition were part of AGROEXPO 2003, which was held
until Cctober 5. Next AGROEXPO wi || take place in June
2004 during the International Skopje Fair.

FI RST NATI ONAL SUMM T ON COVPETI TI VENESS

The First National Sunmit on Conpetitiveness, held in
Skopj e on Cctober 2 was organi zed by the Nati onal
Entrepreneurship & Conpetitiveness Council (NECC) and
USAI D Macedoni a Conpetitiveness Activity. The
representatives of the private sector, civil society and
t he governnent for the first tine reviewed the key issues
on national conpetitiveness. The |anb and cheese cluster
announced a strategy for increasing export rate,

i mproving productivity and creating new jobs. The
tourismcluster also presented its strategy for

devel opi ng a uni que tourismexperience that attracts high
i ncome, demandi ng custoners to Macedonia's tourism

desti nati ons.

SEM NAR ON AGRI CULTURAL BENEFI TS FROM WI'O MEMBERSHI P



Skopj e hosted a sem nar "WO - Benefits and Advant ages
for the Agricultural Sector™, organized by the Mnistries
of Agriculture and Econony, in cooperation with the
German Agency for technical cooperation GIZ. "Macedoni a
has clearly defined an accession to the Wrld Trade
Organi zation (WO as one of its strategic interests.

But WIO nmenber shi p obliges Macedonia to work on
coordinating its laws with those of WO nenbers, which
means presentation of Macedoni an products on the | arge
gl obal market, Deputy Mnister of Agriculture Besir
Jasari said in his introductory speech.

Deputy M nister of Econony Kurtali Saiti referred to
Macedoni a's adjusting with the WO rules, i.e.
elimnating trade barriers, upgrading the |egal franmework
and custons liberalization. The vital agricultural
branches woul d remain protected by an average rate of
13.72 percent. "In the near future, Mcedoni an
agriculture cannot sustain further decline of the
donestic support, taking advantage of the opportunity,
granted by WO to the fresh nmenbers, for postponing the

| i beralization process,” Saiti said.

German expert Dieter Schtrak criticized the US and EU for
i mposi ng various barriers to agricultural products from
ot her countries. "They frequently change the export-
import regulations in accordance with their interests,”
he said. GIZ representative Boban Ilic said that the
probl ens of Macedoni an busi nessmen with the European

bur eaucracy woul d be nost probably sol ved when the
country would join EU. "How to survive till then is the
probl em t hat shoul d be addressed now," he said.

JAPAN LOAN FOR ZLETOVI CA HYDROSYSTEM

Macedoni an Parliament adopted the |aw on i ndebtedness of
Macedonia with | oan at the Japan Bank for International
Co-operation for realization of the project on

i nprovenent of the water supply basin of Zl etovica River
The | oan of about US$ 90 million will be granted under
the follow ng conditions: paynent period of 25 years with
annual interest of 1.5 percent and seven years of grace
peri od.

Macedoni an M ni ster of Finance Petar Gosev and Japanese
Foreign M nister Yoriko Kawaguchi in the presence of
President Boris Traj kovski have exchanged notes on the
credit approved by the Japanese governnent during their
visit to Japan. The "Zl etovica" project, which includes
the nmunicipalities of Kratovo, Probistip, Stip, Sveti

Ni kol e, Lozovo, Karbinci and Zl etovo will provide



drinking and industrial water, irrigation of 2,900
hectares of arable | and and construction of three
hydr oel ectri c power stations.

The construction of the hydrosystem worth US$ 120
mllion, will be built in phases over the next seven
years. This is the first devel opnent credit that Japan
grants to Macedonia. So far, Japanese aid was ai med at
support of bal ance of paynents, the needs of primary
health care, the assistance to agriculture and in the
sphere of culture. The total Japanese financi al

assi stance granted to Macedonia since the establishnent
of the diplomatic relations in 1994 anounts to US$ 100
mllion.

MACEDONI AN' S ANTI CORRUPTI ON RATI NG DECLI NES

The perception of corruption in Macedonia for 2003 has
declined in conparison to the previous year. Wth an

i ndex of 2.3 Macedoni a occupi es the 106th place out of
133, according to the nunbers rel eased by Transparency
International. Last year's perception index was 3.3 and
Macedoni a held the 63rd position. Anmong transition
countries, Bulgaria, Croatia, Slovakia, Poland and Latvia
are in a better position than Russia, Romania, Al bania,
Georgi a, UWkraine, Ml dova, Bosni a-Herzegovi na, Macedoni a
and Serbia and Montenegro. According to the Transparency
I nternational research, nost corrupted countries are
Bangl adesh, Nigeria and Haiti, while Finland, |Island and
Denmark are considered to be the countries with al nost no
corruption.

GOSEV WANTS FI NANCI AL SETTLEMENT OF THE CLEARI NG DEBT

Macedoni an M ni ster of Finance Petar Gosev considers that
it wll be better for Macedonia to obtain the full anmount
of the debt fromthe former SSSR in noney than in Kkinds
proposed by the Russian Federati on.

"Macedonia will agree with a small discount in regard to
the debt, and if the repaynent is in kind, Macedonia
prefers oil," Gosev said in an interview for the Russian
News Agency | TAR-TASS. The Russian debt to Macedonia is
96.7 clearing dollars (one clearing dollar is estimated
at 62.5 cents).

CGosev al so urged for intensifying the econom c
cooperation wth Russia, particularly in the banking

area. "Macedonia is opened for influx of foreign

capital. Renoving the barriers in the area of
investnments and refornms in the country's financial system



gi ve us hope that the situation in business sphere in
Macedonia wil|l be changed for the better,"” Gosev said.

MACEDONI AN PRI ME M NI STER VI SI TS RUSSI A

Macedoni an Prinme M nister Branko Crvenkovski net his
Russi an counterpart M hail Kasyanov on Cctober 16 in
Moscow, as part of his visit to Russia. The neeting
focused on boosting the econom c cooperation between
Macedoni a and Russia, particularly in the energy sector.
"Crvenkovski's visit, as the first one of a Macedoni an
Prime Mnister to Russia, is an inpetus for intensifying
the overall future relations between the two countries,"”
Kasyanov said after the neeting. He also said that
Russia supported the GOM efforts for stabilizing the
country, which is a precondition for econom c devel opnent
and attraction of foreign investnents. "Russian oi
conpani es wish to work in Macedonia, for which they enjoy
full support fromthe Russian Governnment. Russian
conpani es would also like to invest in the privatization
of Macedoni an enterprises,"” Kasyanov sai d.

The good political relations between Macedoni a and Russi a
shoul d be now val orized into concrete econom c
cooperation, Crvenkovski said. "The Governnents of both
countries have set the basic legal franme for economc
cooperation and now it is up to businessnmen to take
advant age of these opportunities,” he added.

The visit of the Macedoni an del egation, which al so

i ncl uded Foreign and Economc Mnisters Ilinka Mtreva
and Ilija Filipovski, ainmed at presenting the potentials
of the Macedoni an conpanies for attracting foreign
investnments, particularly in the energy sector, while
presenting the quality of the Macedonian products to the
Russi an mar ket .

Crvenkovski also had a neeting with the Moscow Mayor Yur
Luzhkov, who is willing to grant a |ocation for
constructing trade center for presenting Macedoni an
products on the Russian market. Mscow s authorities

al so expressed readi ness for granting another |ocation
for construction of Macedoni an Enbassy, if such project
is to be included in the agreenent for settling the
Russi an debt to Macedoni a.

RUSSI AN- MACEDONI AN BUSI NESS FORUM - BASE FOR ECONOM C
COOPERATI ON

Macedoni an Prinme M nister Branko Crvenkovski underlined
t he i mportance of the Russi an- Econom ¢ Forum for



i ntensifying the cooperation between Macedoni an and
Russi an busi nessnmen. "The Governnents of both countries
have set the legal frame for boosting economc
cooperation, now it is up to businessnen to establish
concrete relations,” he said. Russia is interested in
investing in the Macedoni an power supply conpany (ESM
and including its conpanies in the ESM privatization
process.

According to Crvenkovski, Russia wi shes to take part in
the gasification process in Macedonia, starting with
gasification of households in Skopje and Kumanovo, and
afterwards expanding the network in Macedoni a and beyond
its borders towards Al bania, southern Serbia and Kosovo.
"Russi an conpanies were also interested in the oil
sector, either by establishing a new oil conpany or
network for distribution of oil and oil derivatives",
Crvenkovski sai d.

Macedonia's interest refers to placenent of goods and
services on the Russian market, in particular food,

t obacco and pharmaceutical products, as well as to
participati on of Macedoni an conpanies in construction
wor ks throughout Russia. "There is s possibility for
intensifying the cooperation wth several Russian
regi ons, where Macedoni an products could be nore
conpetitive," Crvenkovski said.

Apparently, the issue on servicing of the Russian debt of
about US$ 60 million to Macedonia remai ned open, with

t hree options being considered: repaynment by 2020 with
interest rate bell ow six percent; cash paynent with

di scount of 67 percent; and delivery of Russian goods and
services for reconstruction and noderni zati on of concrete
projects in Macedonia, particularly in the energy sector.

STOCK MARKETS REG ONALI ZI NG

Seven stock market of all the former SFRY republics at
which a capital of 18 billion euros of about 2,000
conpanies is traded established connections anobngst

t hensel ves and created a single stock market, which
approximately 20 mllion potential clients will have
access to. This was announced at the presentation of the
regi onal information connection of the stock markets of
Sout heast Europe held in Skopje. A 180 brokerage houses
fromthe seven countries will be able to directly buy and
sell shares on the stock markets and have direct access
to the information on trade with the shares of the listed
conpanies, their prices, offer, demand, stock market

i ndexes, etc.



NORVWAY GRANTS FI NANCI AL SUPPORT FOR DEVELOPMENT LOCAL
GOVERNMVENT | N MACEDONI A

By a donation of Euro 1.37 mllion for 124 municipalities
in Macedonia, Norway wi |l support the devel opnent process
of the country's local units. |In cooperation with the
Macedoni an M nistry of Local Governnent and the UN

Devel opnent Program the financing for the "Program for
Support of Municipalities” will be used for building the
| ocal units capacity. "The programincludes activities
for supporting and inproving the |local adm nistration,
stinmulating various partnershi ps between the public and
the private sectors,” Mnister of |ocal government

Al eksandar Gestakovski said Tuesday at the program
pronotion. Norwegi an Anrbassador to Macedoni a Dag

Hal vor sen and UN Resi dent Coordi nator Frode Mauring al so
referred to the program significance.

| NTERNATI ONAL FAI R TEHNOVA

On Cctober 21, the Prinme Mnister Branko Crvenkovski
opened the 29'" International Trade Fair of metallurgy,
el ectronics, non-netals and construction - TEHNOVA 2003
and the 4'" International Fair of handicrafts and small -
scal e industry. "TEHNOVA is undoubtedly significant
stimul at or and supporter of Macedoni an economny, which is
confirmed by the long tradition and enornous nunber of
donmestic and foreign participants,” Crvenkovski said.

Two years ago Macedonia's priority was preserving the
peace, followed by a period of security, political and
interethnic stabilization, he said. "Today, Mcedonia's
priority is econom c prosperity and fight against

poverty. The country needs new i nvest nent cycle, which
wi |l enable nore dynam c devel opnent and open new j obs.
In 2004, the Governnent will launch projects, ained at
encouragi ng local investors that will also make Macedoni a
nore attractive for foreign investors,” Crvenkovski said.

TEHNOVA 2003, which was held until October 26, presented
conpani es from 27 countries, including Austria, Bulgaria,
Bel gi um Bosni a and Herzegovi na, Canada, Britain, France,
Germany, Greece, Japan, Spain, US and Turkey. The 23rd
Exhi bition of Inventions, Technical Achievenents, New
Products and Creativity of the Young Peopl e presented
about 150 works of domestic and foreign inventors.

AMENDVENT TO AGREEMENT ON FI NANCI NG SMALL AND MEDI UM
SI ZED ENTERPRI SES S| GNED



The M nister of Finance Petar Gosev and a representative
of the German KFW Bank signed an anendnent to the
Agreenent for financing small and medi um sized
enterprises. Macedonian Mnistry of Finance and Gernan
KFW Bank signed the Agreenent on May 10, 2000.

Macedoni an Bank for Devel opment Pronotion manages the
Program and extends mcro-credits for small and nedi um
sized enterprises through Export Credit Bank and Tutunska
Banka. The anmendnment provides inclusion of other banks -
participants in the credit line, such as Chridska Banka
and Procredit Bank. Conpetition anong banks and the

t echni cal assistance of KFWBank are expected to enabl e
nore efficient use of the credit Iine and pronotion of
new finances on the Macedoni a's market, which are used
successfully in devel oped countri es.

| M RECOMMENDS REFORMS FOR ACCELERATED GROWMH AND
UNEMPLOYMENT REDUCTI ON

The International Monetary Fund (I MF) has conpleted its
first review of Macedonia' s econom c perfornmance under a
14-nmont h Stand-By Arrangenent, enabling the country to
recei ve an i medi ate di shursenment of approxi mately US$
5.6 million. | M Deputy Managing Director Shigemtsu
Sugi saki said that Macedoni a' s macroeconom c
stabilization programfor 2003 "continues to rest on a
basi s of sound fiscal and nonetary policies,"” which has
al ready produced a significant drop in interest rates and
an increase in foreign exchange reserves. He suggested
that fiscal decentralization continue "at a pace
consistent wth the devel opnent of |ocal adm nistrative
capacity."

On the issue of reforns, Sugisaki noted that Macedoni an
authorities "have advanced on their structural agenda in
a nunber of areas," but he urged themto accelerate the
nonment um of refornms to address inpedinents to growth and
reduce unenploynent. "Reforns are necessary to
strengthen the investnment climte by creating a
predi ct abl e busi ness environnent, inplenenting judicial
reforns and addressi ng governance probl ens,"” he said.

Fi scal managenent in 2003 was conplicated by a sl ow
start-up of governnent spending. Wile there are no

i ndi cations yet of a significant increase of spending in
t he second half of the year in line with the

suppl ement ary budget approved in Septenber, any increase
coul d conplicate nonetary policy and put pressure on
financial markets. The central bank, however, is
commtted to taking corrective nmeasures to ensure that



programtargets are achieved. Looking forward,
volatility in expenditures should be reduced. To help
stabilize budget financing, the establishnment of a
governnent securities market is essential.

Further structural measures are inportant to address

i npedi ments to growh and to reduce unenploynent. In the
sanme vein, the authorities should renove the bottl enecks
in reformof the health sector. To achieve the
authorities' commtnent to stop budgetary transfers to
the health sector by 2004, it is essential to press ahead
wi th World Bank-supported neasures to strengthen
governance, the I M report reads.

PUBLI SHI NG HOUSE " NOVA MAKEDONI JA" GOES BANKRUPT

The | argest publishing house in the country "Nova
Makedoni ja" has officially gone into bankruptcy on

Oct ober 23. The President of the Bankruptcy Judicial
Counci| Dejan Kostovski said that "64.25 percent of the
house trustees voted for bankruptcy.” According to the
| aw, bankruptcy procedure enters into force if over 50
percent of trustees vote in its favor. He expected that
the first tender for selling the house property will be
open by Novenber 15.

Until conpletion of the sale, the house will only publish
its daily issues. Al 1,400 enployees will be registered
at the Enploynent Bureau, while 600 of themw Il be re-
engaged under a part-tinme contract. 1In addition to
severance pay up to eight average salaries, all enpl oyees
will receive nmonthly conpensation of Denar 3,000 in the
next 14 nonths. According to the FESAL 2 arrangenent,

t he outstandi ng pension and health care benefits wll be
paid to the enpl oyees. The conpany with a tradition of
over 50 years went bankrupt with a deficit of about Denar
23 mllion, an anpbunt that extrenely exceeds its real

val ue.

SEM NAR ON MONEY LAUNDERI NG AND | NTERNATI ONAL BANKI NG

Macedoni a, as many other countries in the region, is
facing the financial crimnal, which is highly profitable
whil e the chances for discovering and prosecuting these
crimnals are very |ow, Mcedonian M nister of Finance
Pet ar Gosev said on Cctober 27 at the Sem nar on Mney
Laundering and International Banking. The seminar is
organi zed by the Macedoni an Fi nancial Police, USAID and
US Treasury Departnent. Gosev said that the financi al
crimnal negatively affected the econony and the economc



devel opnment of the country as well as the common
citizens.

TimWllesley fromthe U S. Treasury Departnent said that
t he successful activities of the Financial Police would
contribute to elimnating the financial crinme, increasing
t he public revenues, inproving the econony, attracting
nore foreign investnments and increasing confidence in the
Governnent. The Financial Police, established in July
2003, is part of the Macedonian Mnistry of Finance.

DUTCH GOVERNMENT APPROVES TRANSFER OF EURO 17 M LLION TO
MACEDONI A

Dut ch Anmbassador to Macedoni a Johan Wl fs informed the
Macedoni an M ni ster of Finance Petar Gosev about the
Dutch Governnent's approval of Euro 17 mllion - part of
the funds of the FESAL 2 arrangenent. "The anmpunt, which
wll be transferred to the Macedoni an Gover nnent account
is ained at supporting the bal ance of paynents,” the
Mnistry of Finance said in a press rel ease.

W LLI AM LASH: BY FI GHTI NG CORRUPTI ON TO FOREI GN
| NVESTMENTS

Macedoni a nmust fight corruption and establish the rule of
law if it wishes to attract foreign investnents,
Assistant to the US Secretary of Comrerce WIIiam Lash
said on Cctober 29 at a business luncheon, traditionally
organi zed by the Anerican Macedoni an Chanber of Commerce.
"The world nust know that you are fighting corruption
because nobody w shes insecurity for own investnents.

U S. investnments in Macedonia were at US$ 4 million, Lash
said, pointing out that the country was negl ecting the
econom ¢ sphere in the |last few years due to its
political problens. "Now, we should turn to econony,
Macedoni a should present its interests. You are

wel coned, but for the last two and a half years no one
has canme and done that," Lash said.

GOVERNVENT TO TAKE MEASURES FOR | MPROVI NG ECONOM C
SI TUATI ON

The econom c-social situation in Macedonia is getting
worse. The people are very apathetic and Macedoni an
Gover nment does nothing to resol ve such devel opnents, the
Council of the Federation of Trade Unions of Macedoni a
(SSM concluded at its session. The data shows that a
total of 382,275 unenpl oyed persons were registered in
June 2003. Over 25 percent of the enpl oyees do not take
salary. This |leads to inpoverishing of the population in



Macedoni a. According to the statistical data, one third
of the Macedoni an popul ation lives in poverty.

The SSM Council considers that Macedoni an Gover nnent
shoul d undertake econom c and social refornms to inprove
living standard and activate all avail able nmeans in that
respect. The Unions will insist on consistent respect of
t he regul ations of the collective agreements, as wel| as
of the social agreenent.

| TALI AN GOVERNMVENT GRANTS EURO 35 M LLI ON TO BALKAN
COUNTRI ES

Macedoni an M ni ster of Finance Petar Gosev, on invitation
by Italian Mnister for Econony and Finance Gulio
Trenonti, attended the nmeeting on "Bal kan: From
Reconstruction to Economic Integration.”™ The neeting

i ncluded a round table on "Econom c Integration of the
Bal kan Regi on: Experiences and Chal | enges," whereat
Trenonti presented five concrete initiatives referring to
the private sector devel opnent and creating nodern
networks and infrastructures in the energy and transport
sector.

The chairman of the round tabl e announced that the
initiatives would be supported with a grant of Euro 35
mllion, donated by Italian Governnent. Additional co-
financi ng amount of Euro 650 mllion is expected by the
international institutions for a period of 2004-2006.

Eur o- Conmi ssi oner for econom c and nonetary affairs Pedro
Sol bes, World Bank President James Wl fensohn, EIB
President Phillipe Maystadt, Finance Mnisters of Al bania
and Serbia and Montenegro, as well as high officials from
Croatia, Bulgaria, Bosnia and Herzegovi na and Romani a

al so attended the neeting.

ESM TO BE SPLI'T UP | NTO THREE COMPANI ES

Macedoni an el ectric power conpany (ESM w Il be divided
into three separate conpanies early next year. The
overhaul will not cause any lay-off, at least in the
beginning. ESMs non-core activities such as hotels and
restaurants will be sold through tenders or divested into
separate busi nesses. The owners of these businesses wl|
be bound to take over the enployees. These are part of
the recomendations to the GOM by the consul tant Mei ne
Bank from Austri a.

At the beginning the three new conpanies arising fromthe

ESMw || be state-owned, but sone of themor part of them
will later be sold to donestic and foreign partners. The
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m ni stry of Econony describes the process as giving
financial independence to ESM s working units:
Production, Transfer and Distribution. Minel Bank's
report does not state the nunber of enployees to be laid
of f because at the nonent ESM has about 8, 000 enpl oyees,
which by forner estimates is by 1,000 nore than the
necessary m ni num

"The restructuring depends neither on us nor the
Governnment. It is dedicated by the EU and the
reorgani zati on of the energy market in the whole region.
Macedoni a cannot stay out of the process,"” says Zl atko

Si nonovski, head of ESM s | egal departnment. According to
Si nonovski, the ultimate goal of the restructuring is not
privatization, but liberalization of the energy market,
so that Macedonia can join the regional market.
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