
 

 

Ss. Cyril and Methodius University in Skopje 
Institute for sociological, political and juridical research 

 

   

 

50 Years 
Institute for sociological, political and juridical research 

International conference 
 

CHALLENGES OF CONTEMPORARY SOCIETY 
12 November 2015, 

 
Skopje, Macedonia 

 

 

International program committee: 

Prof. Mirjana Borota- Popovska- Director, Institute for sociological, political and 
juridical research, Ss. Cyril and Methodius University in Skopje, R. Macedonia 
Prof. Petar Atanasov, Institute for sociological, political and juridical research, Ss. 
Cyril and Methodius University in Skopje, R. Macedonia 
Prof. Reinhard Heinish, Head of Department of Political science, Faculty of Political 
science and Sociology, University of Salzburg, Austria 
Prof. Stefan Buzarovski, School of environment, education and development, 
University of Manchester, United Kingdom 
Prof. Tamara Dzamonja Ignjatovic, Faculty of Political science, University of 
Belgrade, Serbia 
Prof.  Ganka Cvetanova, Institute for sociological, political and juridical research, 
Ss. Cyril and Methodius University in Skopje, R. Macedonia 



Prof. Thiele Martina, Department of Communication studies, University of Salzburg, 
Austria 
Prof. Panajotis Cakirpaloglu, Department of Psychology, Philosophical Faculty of 
Palacky University in Olomouc, Czech Republic 
Assoc. Prof. Camelia Florela Voinea, Political science faculty, University of 
Bucharest, Romania 
Assoc. Prof.  Goran Janev, Institute for sociological, political and juridical research, 
Ss. Cyril and Methodius University in Skopje, R. Macedonia 
Assist. Prof. Katerina Spasovska, Department of Communication, Western 
Carolina University, USA 
Doc. D-r Aneta Cekik, Institute for sociological, political and juridical research, Ss. 
Cyril and Methodius University in Skopje, R. Macedonia 
  
Published by: 

Institute for Sociological, Political and Juridical Research 

Ss. Cyril and Methodius University in Skopje 

Partizanski odredi bb. PO Box 435 

1000 Skopje, R. Macedonia 

tel: +389 2 3061-760, 3061-119, 3063-827 ex. 229 

www.isppi.ukim.edu.mk 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Nikica Mojsoska Blazevski, PhD,  
Marjan Petreski, PhD  
University American College Skopje  

“Employment and wage ‘scarring’ when 
youth unemployment is extremely high: 
Evidence from Macedonia”  

http://www.isppi.ukim.edu.mk/


Nikoloski Dimitar, PhD,  
Pechijareski Ljupcho PhD,  
Faculty of Economics, Prilep,  
St. Clement of Ohrid University of Bitola  
“The recent economic crisis and youth 
unemployment in Macedonia”  
Gordana Tasevska, PhD  
Business Academy Smilevski, Skopje  
“Higher education in function of reducing 
youth unemployment in Macedonia”  
Marija Magdinceva –Sopova, PhD,  
Faculty of tourism and business logistics,  
Goce Delchev University of Shtip  
Neda Petroska-Angelovska, PhD,  
Marija Ackovska, PhD  
Institute of economics,  
Ss. Cyril and Methodius University in Skopje  
“The Stress Management as a 
entrepreneurial strategy for increasing of the 
competitive advantage of the companies”  
Maria Dimovska-Kotevska, PhD,  
Mende Solunchevski, PhD  
International Slavic University, Macedonia  
“The personality as a factor for effective 
management of human resources in modern 
conditions”  
Andriana Skerlev Cakar, PhD  
“New trends for implementing organizational 

changes in the public administration in the 

Republic of Macedonia - the participative 

concept” 

CHALLENGES FOR DEMOCRACY AND 
DEMOCRATIZATION  
Chair: Goran Janev, PhD  
Stephan E. Nikolov, PhD  
Bulgarian Academy of Sciences  
“Bulgaria, Cuba, Uzbekistan: three very 
different experiences with communism that 
turned up to an impasse”  
Camelia Florela Voinea, PhD  
Faculty of Political Science, University of 
Bucharest, Romania  
“On Eastern European post-communist 
political clientelism”  
Irena Rajchinovska Pandeva, PhD  
Faculty of Law Iustinianus Primus,  
Ss. Cyril and Methodius University in Skopje  
“Depleted democracy and liberal downfall– 
the state of current Turkish affairs”  
Petar Atanasov, PhD,  

Bojana Naumovska, PhD  
Institute for sociological, political and juridical 
research,  
Ss. Cyril and Methodius University in Skopje  
“The ethnic identity entanglements among 
the student population”  
Jonilda Rrapaj, PhD Candidate  
Ankara University, Turkey  
“Neo-liberal Globalization and the EU 
Integration of the Western Balkans”  
Marius Grad, PhD Candidate  
Babes Bolyai University, Cluj Napoca, Romania  
“What if ISIS will take control over Libya? 
Religious radicalization and disappearance of 
democracy in Northern Africa”  
Marko Krtolica, PhD Candidate  
Faculty of Law, Ss. Cyril and Methodius 
University in Skopje  
“The new radical right political parties in 

Europe: ideological background and basic 

reasons for their rise” 

Mirjana Borota- Popovska, PhD  
Marija Topuzovska- Latkovikj, PhD  
Institute for sociological, political and juridical 
research  
“HR competency framework development as 
a basis for creation of dual system on HRM 
educational program”  
Toni Soklevski, PhD  
Business Academy Smilevski, Skopje  
“Model of the operations manager for the 
21st century”  
Vasil Popovski, PhD  
Institute of Economics,  
Ss. Cyril and Methodius University in Skopje  
Silvana Jovcheska, PhD  
FON University, Skopje  
“Professional profile of a successful 
international manager”  
Vesna Zabijakin- Chatleska, PhD  
Institute for sociological, political and juridical 
research,  
Ss. Cyril and Methodius University in Skopje  
“Human resource management in small and 
medium-sized enterprises: Recent 
developments and emerging issues”  
Natasha Daniloska, PhD,  
Snezana Kostadinoska-Milosheska, PhD  
Institute of Economics,  
Ss. Cyril and Methodius University in Skopje  



“Opportunities for development of women 
entrepreneurship in the Republic of 
Macedonia”  
Jasmina Mishoska, PhD candidate  
Institute of Economics,  
Ss. Cyril and Methodius University in Skopje  
“Entrepreneurship – the challenge of modern 
society”  
Ivan Trajkov, PhD  
Facylty of Philosophy,  
Ss. Cyril and Methodius University in Skopje  
Eleonora Serafimovska, PhD  
Marijana Markovik, PhD  
Institute for sociological, political and juridical 
research  
“Professional stress in social workers and 

psychologists employed in the field of social 

care and health” 

Ganka Cvetanova, PhD,  
Institute for sociological, political and juridical 
research,  
Ss. Cyril and Methodius University in Skopje  
Veno Pachovski, PhD,  
University American College Skopje  
Irena Bojadzievska, PhD,  
“E-democracy and Levels of Citizen 
Involvement in the Republic of Macedonia”  
Raluca Lutai, PhD Candidate,  
Babes Bolyai University, Cluj Napoca, Romania  
“Social Media in the use of public secret 
services. Social Media Intelligence a way to 
fight terrorism”  
Ruzica Cacanoska, PhD  
Institute for sociological, political and juridical 
research  
“The basis оf e-research on a modern 
Macedonian society”  
Elena Petreska, PhD  
Ljubica Topuzoska, PhD  
“The ethical principles of media reporting in 
the Republic of Macedonia”  
Marijana Markovik, PhD,  
Eleonora Serafimovska, PhD  
Institute for sociological, political and juridical 
research  
“Association between aspects of identity 
orientation and social roles: comparative 
study of students from EU and non-EU 
country”  
Maja Simonovska, PhD Candidate,  

University of Banja Luka, Serbia  
Radmila Zivanovic, PhD Candidate,  
Faculty of philosophy,  
Ss. Cyril and Methodius University in Skopje  
Emilija Stoimenova-Cenevska, PhD  
International Balkan University- Skopje  
“Virtual and social identity: connectedness, 
conditionality and difference  
Ana Blazeva, PhD candidate,  
Institute of Social Sciences and Humanities, 
Skopje  
“Melancholy as a potential for political 

imagination” 

Mirjana Slaninka- Dineva, PhD  
Institute for sociological, political and juridical 
research,  
Ss. Cyril and Methodius University in Skopje  
“The Institution ‘‘mandate’’ in the public 
sector of Republic of Macedonia -Theses for 
an interdisciplinary research ‘’pro futuro’’  
Goran Ilik, PhD,  
Nikola Petrovski, MA  
Faculty of Law, University St. Klement of 
Ohrid, Bitola  
“The challenges of liberal democracy in the 
new international context: the European 
Union perspective”  
Nikoleta Tomovic, PhD Candidate  
University of Donja Gorica, Montenegro  
“Expectations of European Foreign and 
Security Policy”  
Marina Andeva, PhD,  
University American college Skopje  
Zoran Necev, PhD candidate,  
Faculty of Philosophy, Skopje  
“EU migration policies and Western Balkan 
transit routes: the case of Macedonia”  
Strashko Stojanovski, PhD,  
Trajche Stojanov, PhD,  
Faculty of Law, University Goce Delchev in 
Shtip  
“The youth under migration: attitudes of 
students toward migration questions”  
Jelena Ristik, PhD Candidate  
Faculty of Law Iustinianus Primus, Skopje  
“Models of approach of the European court 
of human rights to the intellectual property 
protection disputes”  
Driton Kuçi, PhD candidate  
State University of Tetovo  



“Relationship between the Legislature and 
the Executive power in the R. Macedonia”  
Radica Todorovska, PhD candidate  
Institute for sociological, political and juridical 
research  
“Gender equality – a politically integrative 

challenge for the present-day Balkans” 

Institute for sociological, political and juridical 
research  
Ljubica Macanovska, BA  
“Political economy of the Transatlantic Trade 
and Investment Partnership (TTIP)”  
Aleksandra Lozanoska, PhD,  
Elizabeta Djambaska, PhD,  
Natasha Daniloska, PhD,  
Diana Boshkovska, PhD  
Insitute of Economics Skopje,  
Ss. Cyril and Methodius University in Skopje  
“Labour market policy and its acting areas in 
the Republic of Macedonia”  
Tatjana Boskov, PhD  
Faculty of Tourism and Business Logistics,  
Goce Delcev University of Shtip  
“Importance of Exchange Rate for SMEs 
Improvement and Economic Development”  
Pechijareski Ljupcho, PhD,  
Nikoloski Dimitar, PhD  
Faculty of Economics, Prilep  
“Intra and inter ethnic conflicts as a factor 
for reducing the democratic and 
development capacities of Macedonia”  
Diana Shehu, PhD  
Agricultural University of Albania  
“Education in Albania and its role in the 
European integration”  
Jorde Jakimovski, PhD  
Institute for sociological, political and juridical 
research  
“Changes in the family”  
Marjan Kostov, MA student  
Institute for sociological, political and juridical 
research  
“Problems in the functioning of the pension 

system in some countries of Southeast 

Europe” 

Eleonora Serafimovska, PhD,  
Marijana Markovik, PhD  
Institute for sociological, political and juridical 
research  

Ivan Trajkov, PhD  
Facylty of Philosophy,  
Ss. Cyril and Methodius University in Skopje  
“Emotional processing of articles’ contents in 
the Macedonian media”  
Vesna Stefanovska, PhD  
Faculty of security, Skopje  
“Media coverage of police and policing in the 
Republic of Macedonia”  
Bojan Blazevski, PhD candidate  
Institute for sociological, political and juridical 
research  
“The dependence of global media on foreign 
policy reporting of the Macedonian daily 
newspaper Vecer (2013 - 1983)”  
Klime Babunski, PhD,  
Institute for sociological, political and juridical 
research,  
Ljupco Petkovski, MA  
Macedonian centre for European training  
Dimitar Nikolovski, PhD Candidate  
Polish Academy of Sciences, Warsaw  
“Matrix of values of the student protests- 
Skopje 2014”  
Ivan Stefanovski, PhD Candidate  
Scuola Normale Superiore di Pisa-sede di 
FIrenze  
“Citizens for Macedonia” – From Citizen 
Mobilization to Democratization?  
Sveto Toevski, PhD candidate  
Institute for sociological, political and juridical 
research  
“Participatory political culture begins to 
suppress parochial and subject political 
culture in Macedonia”  
Aneta Stojanovska- Stefanova, MA  
Goce Delchev University of Shtip  
“Significance of the media in multiethnic 
societies  
Zlatko Jakovlev, PhD,  
Biljana Petrevska, PhD  
Faculty of Tourism and Business Logistics,  
Goce Delcev University in Shtip,  
“Tourism development of East Region of 
Macedonia: economic perspective”  
Ana Zdravkovska Ilievska, PhD  
University of tourism and management, 
Skopje  
“Impact of social media on tourism industry”  
Mende Solunchevski, PhD,  
Maria Dimovska-Kotevska, PhD  



International Slavic University, Macedonia  
“Modern approach in providing human 
resources in the army of Republic of 
Macedonia”  
Danijela Miloshoska, PhD  
Faculty of Tourism and Hospitality, Ohrid,  
St. Clement of Ohrid University of Bitola  
“Customs ethical issues: the case of the 
Republic of Macedonia”  
Marija Magdinceva-Sopova, PhD  
Tanja Angelkova, PhD  
Faculty of tourism and business logistics,  
Goce Delchev University of Shtip  
Aleksandar Kalinikov, MA  
“Implementation of corporate 
entrepreneurship as a means of boosting the 
operation of enterprises in the tourism sector 
in Macedonia”  
Riste Georgiev, MA student  
Faculty of Tourism and Business Logistics,  
Goce Delchev University of Shtip  
“Communal waste management in Republic 
of Macedonia: contemporary challenges and 
real opportunities”  
Ognanoski Darko, MA student  
Faculty of Tourism and Business Logistics,  
Goce Delchev University of Shtip  
“Customs and forwarding operations in 

Macedonia: incentive of long-term efficacy 

and efficiency of procedure” 

Zlatko Jakovlev, PhD,  
Biljana Petrevska, PhD  
Faculty of Tourism and Business Logistics,  
Goce Delcev University in Shtip,  
“Tourism development of East Region of 
Macedonia: economic perspective”  
Ana Zdravkovska Ilievska, PhD  
University of tourism and management, 
Skopje  
“Impact of social media on tourism industry”  
Mende Solunchevski, PhD,  
Maria Dimovska-Kotevska, PhD  
International Slavic University, Macedonia  
“Modern approach in providing human 
resources in the army of Republic of 
Macedonia”  
 
Tatjana Boskov, PhD  
Faculty of Tourism and Business Logistics,  
Goce Delcev University of Shtip  

“Importance of Exchange Rate for SMEs 
Improvement and Economic Development” 
 
Danijela Miloshoska, PhD  
Faculty of Tourism and Hospitality, Ohrid,  
St. Clement of Ohrid University of Bitola  
“Customs ethical issues: the case of the 
Republic of Macedonia”  
Marija Magdinceva-Sopova, PhD  
Tanja Angelkova, PhD  
Faculty of tourism and business logistics,  
Goce Delchev University of Shtip  
Aleksandar Kalinikov, MA  
“Implementation of corporate 
entrepreneurship as a means of boosting the 
operation of enterprises in the tourism sector 
in Macedonia”  
Riste Georgiev, MA student  
Faculty of Tourism and Business Logistics,  
Goce Delchev University of Shtip  
“Communal waste management in Republic 
of Macedonia: contemporary challenges and 
real opportunities”  
Ognanoski Darko, MA student  
Faculty of Tourism and Business Logistics,  
Goce Delchev University of Shtip  
“Customs and forwarding operations in 

Macedonia: incentive of long-term efficacy 

and efficiency of procedure” 

 

 

 

 

 

 

 

 

 

 

 



Importance of Exchange Rate for 

SMEs Improvement and Economic Development 

 

Tatjana Boshkov, PhD 

Assistant Professor, Faculty of Tourism and Business Logistics,  

University “Goce Delcev” Shtip, Macedonia.  

E-mail:tatjana.boskov@ugd.edu.mk; tatjana.boshkov@gmail.com 

 

 

Abstract: 

Progressive globalization has created a new international environment for SME exports from 

developing countries. The process of world economic integration has involved a broadening 

and deepening of inter-relationships between international trade and foreign investment 

flows. Several influences – falling trade barriers, increasing technological progress, migration 

of technical and professional manpower and highly mobile multinational corporations 

(MNCs) seeking out new investments – have combined to drive globalization. The end result 

has been the creation of an international marketplace for goods and services that seems 

indifferent to national borders and state regulation.  

In January 2014, Macedonian government published a Programme for the Support and 

Development of SMEs. The Programme  identifies three policy areas of major importance for 

SMEs:  

- internationalisation;  

-the reduction of administrative burdens, especially as regards licensing procedures; and  

- improved access for financing micro-firms.  

The aim of this paper is analyzing and giving recommendations which are necessary for small 

and medium enterprises to make efforts in economic development as to contribute in a way 

that they will make the promotion of domestic products, have organized a joint presentation 

on external markets, will exhibit initiatives for creation of distribution centers. In this regard, 

the entry of FDI in manufacturing and real exchange rate are expected to contribute for 

exporters in the production of high quality and distinctive products, which would lead to 

higher absolute prices, higher productivity and lower unit labor costs of  products. 



 

Key words: SMEs, exchange rate, development, strategy 

INTRODUCTION 

SMEs are an important source of export revenues in developing economies. An interesting 

observation is that SMEs contribute a larger share of manufactured exports and support the 

intuitive understanding that medium-sized enterprises have higher export potential than small 

enterprises with up to 50 employees (Ayyagari, Beck, and Demirgüc-Kunt, 2003). This 

means that policies for the promotion of SME export potential and SME exports must be 

targeted.  

SMEs contribute to employment and  income generation as export revenues too. However, in 

order to tap into the potential of SMEs for development and poverty reduction, transition and 

developing country governments, development partners and SMEs themselves need to 

address a number of challenges. This underlines the essential meaning of a)creation of new 

and innovative firms and  graduation of as many informal enterprises as possible into the 

formal sector, b) SMEs have to become more competitive and productive at their home base 

and c) SMEs have to achieve a level of competitiveness that will enable them to integrate into 

the global value chains through trade (exports and internationalization) and investment, 

including linkages with FDI (Badrinath et al.,1997). These challenges become more complex 

as globalization proceeds because globalization has the potential to open up access to new 

markets, technologies, skills and capital for SMEs. If we connect this with the effort of 

economic integration than  it will bring a striking increase in competition from imports, the 

entry of new foreign investors and the strengthening of domestic, large firms that start to take 

over traditional, mostly local SME markets.  

1. SMES, CHALLENGES AND COMPETITIVENESS 

Challenges for SMEs development  are multi-dimensional. As trade barriers, transport and 

communication costs fall, SMEs are required to add more value to their products to stay 

ahead  and compete with lower cost rivals. Consumer demand is changing rapidly as incomes 

rise and choices increase when imported products become easily available in domestic 

markets. Technological advances create new products and transform almost every stage of 

business from production to marketing, sourcing and logistics. New rules introduced through 



the multilateral trade system and foreign buyers require SMEs to comply with higher 

technical, environmental and labor standards in domestic and export markets. Multinational 

enterprises seeking out new markets and  investments offer capable SMEs  the opportunity to 

insert themselves into global value chains through subcontracting linkages, while those that 

are unable to do so increasingly face the danger of losing their existing markets. Competition 

within the developing world for export markets, foreign investment and resources is also 

intensifying.  

According this, Metcalf, Ramlogan and Uyarra (2003) argue that competitiveness is 

embodied in the characteristics of the firm: 

• the current efficiency and effectiveness of the use of resources,  

• the willingness and the ability to relate profitability to growth of capacity (i.e. the 

willingness to invest), and  

• the ability to innovate to improve technology and organization and thus improve 

efficiency and effectiveness.  

So this means that competitive advantage is determined by how efficient and effective the 

prevailing markets for products, labor and capital are. Also here must be created business 

strategy which will include: 

 to know what the consumer want and what is the market 

 to think of creating new product 

 to be always available 

 to cooperate with other firms  

 pro-actively upgrade. 

 

The last one - pro-active upgrading is also very important and this take a lot of effort because 

of  product design capability, improving measurement, standards, quality and productivity, 

recruiting qualified staff and training, forging sub-contracting links with other firms, making 

use of technology institutions and other business services and actively seeking foreign buyers 

and marketing agents (Wignaraja, 2003). SME development strategies will necessarily be 

country specific. Each country will have its own challenges, opportunities and priorities for 

change. Resources available for implementation will vary by country, so that results achieved 

will also be different.  



Notwithstanding such specificity, past and present experiences and practices of developed 

countries offer a menu of lessons and best practices for transition and developing countries. 

SME development lessons seem to hold true, independent of region and level of development 

among countries (UNCTAD, 2001):  

• Peace and stability is a key requirement for the development of  SMEs and for 

attracting foreign investment.  

• SME development requires a crosscutting strategy, (i.e. its success depends on the 

ability of governments to implement sound macroeconomic policies, the capability 

of stakeholders to develop conducive microeconomic business environments, and 

the ability of SMEs to implement competitive operating practices and business 

strategies).  

• Dialogue and partnerships between the stakeholders is essential   

• Investments in physical infrastructure and business services and the implementation 

capacity of policy makers, local level administrators and support structures 

determine success. Continued dialogue and partnerships between stakeholders into 

implementation and review of supportive measures, particularly, those related to 

capacity building in institutions at all levels, yields improved outcomes.  

 

2. OPPORTUNITIES FROM SMEs INTERNATIONALISATION  

 

Internationalisation has become increasingly important to the competitiveness of enterprises 

of all sizes. In today’s environment, SMEs that start with a global strategy can move quickly 

to take advantage of cross‐border activities, which provide opportunities not only for revenue 

growth but also for the exchange of knowledge and the enhancement of capabilities, thereby 

strengthening the long‐term competitiveness of the firm. Despite the common understanding 

of the importance of internationalisation, there are still many internal and external barriers 

that impede the internationalisation of SMEs. Moreover there is a lack of data on the actual 

export performance of SMEs and the challenges and issues they face. 

 

It is important to note that while the prospects for SME success are tied with macroeconomic 

developments, they by no means identically mirror all of them. As the majority of SMEs 



operate in sectors that serve domestic demand, for example, they did not share in the benefits 

of increased foreign demand, which was the key macroeconomic driver of growth from 2008 

to 2013. Many SMEs are not in export‐oriented sectors, particularly the micro and small 

enterprises. Thus, programmes supporting SME exports benefit directly only a sub‐set of 

SMEs. However, indirectly, all SMEs benefit to some extent as higher exports raises:  

a) overall income levels, and hence the demand for goods and services sold by domestic 

demand facing SMEs, and  

b) the demand for goods and services originating from exporting‐oriented enterprises.  

In an increasingly internationalised world, there are competitive advantages for those 

businesses that begin with a global strategy and can move quickly to take advantage of 

cross‐border activities. Providing further, tailored support for this growing asset class would 

form a key step in allowing SMEs to leverage the benefits of increased foreign demand for 

goods and services. 

 

Looking ahead, there is a positive outlook and the promise of a strengthening of the recovery 

on the horizon. Total value added generated by SMEs has already surpassed its pre‐crisis 

level and now  it is expected to rise ( from 2.8% in 2014 to) 3.4% in 2015 (ACCA, 2012a).  

Improvements in EU SME´s performance depend critically on the further evolution of the 

macro‐economic recovery. However, specific measures for improving the SMEs business 

environment play an important enabling role to ensure that SMEs are able to reap the full 

benefits of a return to solid and sustainable macroeconomic growth. However, international 

activities are mostly geared towards other countries inside the internal market and only about 

13% of EU SMEs are active in markets outside the EU. The results showed that 

export‐oriented SMEs show higher growth of turnover and employment than SMEs catering 

for the domestic market (Wignaraja, 2003). In addition, export oriented SMEs are also more 

innovative. So, it is in the public interest to support  the internationalization of the SMEs. 

 

Why is important to support greater internationalisation? Could be mentioned several reason 

(Tas, 2002): 

 international SMEs create more jobs 

1. international SMEs are more innovative 

2. public support goes largely un‐noticed 



3. European SMEs are more internationally active than US and Japanese SMEs. Overall, 

European firms are more active than their counterparts in Japan or the US. Even if 

only extra EU exports are considered they still perform better; 

4. most often SMEs start international activities by importing.  

 

The opportunities from the internalization of SMEs are better connecting European SMEs to 

international markets, and specific measures to facilitate the access of European SMEs to 

these markets. The clear policy implication is that, while any measures to stimulate exports 

by SMEs may benefit only a limited number of SMEs, their increase in export activity will 

eventually benefit all SMEs, including those active in very low or low exportintensity 

industries. However, the overall gains are more limited for the SMEs active in low‐export 

industries than for the SMEs active in industries with a higher propensity to export. 

 

 

3. ECONOMIC CRISIS AND SMES RECOVERY 

 

At the EU level, SMEs have recovered to pre‐crisis levels only in terms of value added, and 

to a lesser extent, in terms of number of firms. Employment in 2013 was still 2.6% below 

levels registered in 2008 and the note is the fact that the relative importance of SMEs and 

large enterprises in the non‐financial business sector is practically unchanged since 2008 

(Figure 1). 

 

Figure 1.Recovery of EU28 SMEs in 2013 relative to 2008 (% change in 2013 levels from 

2008 levels) 

 

Source:Eurostat, National Statistical Offices and DIW Econ 



 

A survey conducted for  measurement the SME performances show particular challenges as 

most significant (Figure 2) (White and Chacaltana, 2002): 

 

 under Access to finance, the difficulty in accessing to bank credits or loans and the 

excessive bureaucratic procedures to access EU funds were identified as the main 

barriers. 

 concerning Entrepreneurship, the lack of financial support measures was the main 

underlying barrier which also correlates to the access to finance. 

 for the Responsive administration, the administrative burden was pointed out, and 

more specifically the difficulty in managing all of the administrative requirements and 

requests from various authorities. 

 finally, issues related to the Skills and innovation principle focused on the lack of 

strategic support in converting an innovative idea into a commercial 

product/process/service. 

 

Figure 2: Most challenging principles to SMEs at national level – EU28 

 

Source:White&Chacaltana, 2002. 



SME performance forecast for 2015 showed that total value added generated by SMEs in the 

EU28 has returned above its pre‐crisis level and is expected to continue to rise by another two 

percentage points by 2015, expanding by 2.8% and 3.4% in 2015. Employment in EU28 

SMEs is also expected to increase, growing by 0.7% in 2015. Moreover, the number of SMEs 

is predicted to increase by 0.38% in 2015. All three groups of SMEs are predicted to expand 

in 2015, with micro SMEs expected to grow somewhat less rapidly than small and 

medium‐size SMEs.The estimate of annual growth in SME value added in 2013 and 2014 are 

little changed from the forecasts shown in the 2013 report (Figure 3).This reflects the fact that 

firms, large and small, focus much more than previously expected on improving their 

productivity. 

 

Figure 3: 2013 and 2014 estimates of performance of SME sector in EU28 

 

 

Source: Eurostat, 2014 

 

4. SUPPORTING SME EXPORT DEVELOPMENT AND THE ROLE OF 

EXCHANGE RATE  

At the macroeconomic level, government policies and the ability to stabilize a 

competitive real exchange rate is the cornerstone of promoting exports. A competitive real 

exchange rate provides an incentive for exports. Moreover, an outward oriented, market-



friendly trade regime, which emphasizes the dismantling of import controls and tariffs, and 

streamlined bureaucratic procedures, i.e. export and import procedures, modern customs 

administration and efficient value added tax administration will facilitate exports, including 

from SMEs.  

 

The impact of exchange rates on trade in a given country, as in Macedonia, example for small 

and open economy, should be seen in the context of continued integration of supply chains. 

Exports, generally, include high import content and impact of foreign currency-exchange 

appreciation or depreciation on any finished product because it is complex. If the depreciation 

of the exchange rate makes its exports of finished products "cheaper", it makes imported 

components "expensive" for domestic producers. Maintaining growth and reducing the 

unemployment in a small and open economy such as Macedonia depends from improved 

performance of exports. Improving the performance of exports can also help to preserve 

macroeconomic stability by closing the gap in the current account to avoid wasting supplies 

and to stop the growth of external debt. Improving performance requires improving export 

competitiveness. In the short term, competition may be related to the level of the real 

exchange rate, which provides internal and external balance. The appreciation of the real 

exchange rate with respect to its equilibrium level reduces the incentives and the ability of 

manufacturers to compete in foreign markets, since a significant part of production costs paid 

in local currency. In the long run, real exchange rates are assumed to converge to its 

equilibrium level, and competitiveness is more related to the productivity of the economy. So, 

firm-level strategies are fundamental to development of exports by an SME. Wignaraja 

(2003) suggests that globalization opens up new opportunities for export expansion and 

growth to about 5-10% of SMEs in developing economies (Wignaraja, 2003). These dynamic 

SMEs have designed well-adapted marketing strategies and invested in their manufacturing 

capabilities to bring them up to world standards of price, quality and delivery.Experience of 

exporting SMEs from developing countries illustrates the fact that they have pro-actively 

upgraded themselves (Srinivasan and Archana, 2011). 

However, accomplishment of a pro-active upgrading menu, requires easy and cost-effective 

access to information on consumer demand and new technologies, training and advisory 

services to upgrade management practices, a skilled pool of labor in the country to select 

from, testing, quality assurance and certification institutions, and most importantly access to 

finance to upgrade technologies. Technical assistance in the areas of quality management, 

productivity improvement and metrology is needed to help SMEs comply with the product 



standards and regulations applied in export markets. In developing countries, particularly the 

less developed ones, technical advisory and consultancy services are scarce due to low levels 

of investment in developing engineering skills. Although management consultancies are 

emerging, the affordability of such services, especially for potential exporters are quite 

questionable.  

Appropriate measures to maintain and to further improve the competitiveness of 

exporting SMEs and to draw additional SMEs into exporting might include grants for SMEs 

to obtain accreditation facilities, establishing productivity and design centers to upgrade SME 

design to international standards; and assisting SME membership organizations. Access to 

SME trade finance at competitive interest rates can be strengthened through export credit 

guarantee schemes for SMEs; and subcontracting and specialist soft loans for SME export 

activities. In many cases, the domestic and regional markets tend to provide a stepping stone 

from which SMEs can learn important lessons concerning product quality, timely deliveries 

and managing risk involved in international business. Where there is an inadequate domestic 

market, or the products are only attractive for export, considerable effort needs to be put into 

strategic positioning and reliable production so as to reduce risk of failure. Such effort is 

obviously costly and requires capacity building of SMEs and export development institutions, 

including sectoral membership organizations (Hudson et al., 2001). 

Developing and transition economy governments do have an option to confront the 

challenge of improving export competitiveness of their SMEs. This may be achieved by 

developing a national strategy for export development and promotion. The overall objective 

should increase the volume and value of exports and the number of exporting companies, 

including SMEs. The strategy should seek to address the needs of firms at different stages of 

export market development. It should also seek to integrate export support and promotion 

into a well developed and effective business support system.  

 

4.1.  Exports and investments drive growth in Macedonia for 2014/2015 

 

Macedonian output growth accelerated in 2014, driven by exports of foreign investors and 

public infrastructure investment.
1
 Solid gains in household spending further bolstered 

domestic demand. Given high investment- and trade-related import demand, the foreign 

balance weighed down on economic activity. Further gains in domestic demand are likely to 
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set GDP growth at an even higher pace in 2015 and 2016, while the negative contribution 

from net exports is expected to diminish.
2
The government remains supportive, with plans for 

further infrastructure projects, and increases in entitlement spending, relaxing its mid-term 

fiscal consolidation strategy. 

Large-scale public infrastructure projects and a surge in exports, mainly driven by foreign 

companies established in the country, carried the marked acceleration of real GDP growth in 

2014.
3
 Given the high import content of investment and exports, the external balance made a 

negative contribution to growth, after having been its main support in 2013. Strong increases 

in overall gross fixed capital formation in the first three quarters of 2014 were followed by 

slack towards the end of the year, yet, on average, investment activity recovered markedly 

after its sharp drop in the preceding year. As of the second quarter, household spending, 

supported by rising real net wages, stable private transfer inflows and improved access to 

credit, turned into a solid second pillar of domestic demand growth. The merchandise trade 

balance improved in 2014, in terms of GDP, compared to the previous year. In combination 

with an increased surplus in the services balance, and stable private transfer inflows, 

accounted for a narrowing in the current account deficit, by 0.5 pps. to 1.3% of GDP. Job 

creation in the manufacturing sector, bolstered by active labour market measures, was the 

main driver of further, though decelerated employment growth, and a further decline in the 

unemployment rate.  

Fiscal performance disappointed further in the second half of 2014.
4
 The government 

supported private demand by a further rise in public wages in the autumn. At the end of the 

year, the general government deficit amounted to 4.2% of GDP, exceeding the revised target 

by 0.5 pps. The increase in government debt remained contained in 2014, but borrowing by 

state-owned enterprises drove up public debt levels as well as contingent liabilities of the 

government, which provides guarantees for their loans. 
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Graph 1. Macedonian Labour market 

 

 

Domestic demand is expected to remain the sole growth driver over the forecast horizon. 

Investment activity, driven by public expenditure on transport and energy projects, as well as 

the construction of new foreign investment facilities, is projected to post further solid gains, 

even though growth rates are slowing down to their long-term average. Household spending, 

benefitting from sound fundamentals, is likely to firm up further, and set to become the main 

source of output growth in 2015 and 2016. 

Export performance is projected to remain solid, mainly driven by foreign exporters which 

are putting new production lines in operation. With investment-related imports relenting 

somewhat, the merchandise trade balance is likely to improve slightly this year and next, 

mitigating the negative contribution to GDP growth from the external balance. Still, the 

current account deficit is set to widen somewhat, largely accounted for by an expected 

normalisation of private transfer inflows to more moderate, average levels. 

 

 

 

 

 

 

 



Graph 2. Public finances in Macedonia 

 

The government is expected to continue providing a positive fiscal impulse to domestic 

demand this year and next, by further increasing social transfers, pensions, and public wages. 

At the same time, significant budget funds, and financing by state-owned enterprises, are 

earmarked for further public infrastructure investment. The recent and envisaged increases in 

entitlement spending are already leaving their mark on budget performance - in the first two 

months of 2015, the accumulated budget deficit amounted to some 25% of the full-year 

budget target, or 0.8% of projected GDP.  

 

Graph 3. Republic of Macedonia 

 

a)as a % of total labour force. b)gross saving divided by gross disposable income. c) 

as a % of GDP. d) as a % of potential GDP. 



 

 

CONCLUSIONS  

 

SME development cuts across sectors, involves multiple stakeholders and necessitates 

concerted actions by the public and private sectors. Therefore, SME development should be 

mainstreamed into the national development framework. Building up market institutions 

should be accompanied by capacity building of appropriate institutional structures.  

Although competitiveness is a firm level phenomenon, macroeconomic and microeconomic 

environments influence market signals. To enhance SME competitiveness, therefore, requires 

the creation of enabling legal, regulatory and administrative environments, access to finance 

and capable institutional structures, and most importantly human capital and a sustainable 

environment. Removing supply-side constraint to trade and investment, require firms to build 

up their competitive advantages. However, competitive advantage is measured in relation to 

rivals in the markets firms compete in. Integration into regional and global trade and 

investment networks will require much effort, although it is not an impossible proposition. 

Public and private sectors in transition and developing countries must work together to 

improve the functioning of markets at home, while intensifying efforts to integrate into the 

world economy. Improving the investment climate for SMEs, and strengthening their 

capacities to respond to trade and investment opportunities, does strengthen the economic 

performance of SMEs and this in turn has a positive impact on growth and poverty reduction.  

Each country has to find its own way to strengthen the legal, policy and institutional 

frameworks in which SMEs operate and which set the quality of the enabling environment. 

Regarding the analysis, the key components of an SME strategy which Macedonia 

should consider includes (World Bank, 2013e):  

• the ability of SMEs to implement competitive operating practices and business 

strategies.  

• Increase efforts to develop and strengthen enabling legal, regulatory and administrative 

environments at local, regional and national levels, where property rights are clearly 

recognized, contracts are easily enforced, transaction costs in setting up and doing 

business are financial, judicial, and other governance systems and procedures.  

• Facilitate availability of and access to loan and equity finance, particularly medium to 

long-term opportunities to improve trade and investment capacity of SMEs.  



• Strengthen infrastructure services delivery to facilitate market access and reduce the 

cost of doing business. More investment is needed in key areas such as energy, 

transportation and communications.  

• Reinforce support structures for private sector/SME development, particularly 

institutional support. SME development strategy should be coordinated and 

monitored at the central level through a lean, but high level institution and progress 

should be reviewed jointly by public and private sector. SMEs need business 

services to improve their competitiveness (i.e. information, consulting, training, 

accounting, legal, advertising, marketing, courier services, technical and technology 

services, including testing for standards and certification requirements abroad, 

product upgrading, etc.).  

• Enhance policy coherence at regional, national and international level and actively 

manage aid effectiveness by: 1) joined-up government nationally; 2) country-based and 

international donor coordination and pooling of technical and financial resources at 

appropriate levels; and by 3) complementing official development assistance (ODA) 

made available to transition and developing countries for capacity building in trade 

and investment with appropriate market access (World Bank, 2013d). 

As final remark, taking in advance that the role of the exchange rate as a nominal anchor 

derives from the characteristics of the domestic economy, as a small and open economy that 

is highly dependent on the import of primary commodities. This means that Macedonian 

exchange rate can be used as an instrument for export performances of the SMEs.Macedonian 

policymakers should create policy with several aims focused on exchange rate policy because 

this will enhance the SMEs exports: 

 

 A competitive real exchange rate provides an incentive for exports of the companies 

 The impact of exchange rates on trade should be seen in the context of continued 

integration of supply chains  

 Exports generally include high import content and impact of foreign currency-

exchange appreciation or depreciation on any finished product because it is complex. 

If the depreciation of the exchange rate makes its exports of finished products 

"cheaper", it makes imported components "expensive" for domestic 

producers/domestic SMEs. 

 Maintaining growth and reducing the unemployment in a small and open economy 

such as Macedonia depends from improved performance of SMES exports.  



 Improving the performance of the SMEs exports can help to preserve macroeconomic 

stability by closing the gap in the current account to avoid wasting supplies and to 

stop the growth of external debt.   

 Improving performance requires improving export competitiveness.  

 An outward oriented, market-friendly trade regime, which emphasizes the dismantling 

of import controls and tariffs (permitting access to inputs at world prices), and 

streamlined bureaucratic procedures, i.e. export and import procedures, modern 

customs administration and efficient value added tax administration will facilitate 

exports, including from SMEs.  
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